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¢ |FRS operating profit of
£180.4m.*

IFRS reporting requires the
former Resclution Life Group

to be accounted for as an
acquisition; consequently only its
profits from 6 September 2005,
when the merger completed,

have been included.

* European embedded
value (EEV) per share of
£5.90 increased by 6%
from 30 June 2005.

» Four-way fund merger
completed, increasing
the EEV by £48.4
million after tax.

* Proposed final dividend
of 13.21p per share,
making 19.81p for the
year, equivalent to an
11% increase.

¢ Dividend growth rate
increased to 13% per
annum from 2006
through to 2009.

* Before amortisation of acquired
in-force business, non-recurming
items, short term investment
fluctuations, financing costs and tax.

Share price performance

The investment markets .
. \ Share price
gave a positive reception to (pence)
the announcement of the ™
proposed merger between o0
Britannic plc and
Resolution Life Group o
Limited in June of 2008.

550
Resolution ple’s share 500
price increased by over

450

40% for the year,

significantly outperforming 400
the FTSE-250 and all other

UK life assurance stocks.

Mar5 May-05 05 Aug-05 Oct05 Dac-05
— Resohtion = FTSE 250

Improved performance in asset management

Asset management profits
and sales increased

Retail sales through IFAs £233m +130%

£m

significantly in 2005, 160 -
building on improved fund 140
performance, positive 120 |
investment markets and 100 -
tight cost centrol. g0
Sales through IFAs were 60 7
very strong, accelerating in 40 1
the second half of the year. 20 1

0

H1 2005

H1 2004 HZ 2004 H2 2005

Policyholder assets £35bn

Ulti3-
linked
2%

Equities
Fixed

27%
interest

7%

Non-profit . .
16% With-profit

63%

Cash

Property
6%

Resolution aims to maintain a balanced
book of business across different
product classes.

33% of total assels were invested in
equities and property. Higher proportions
of fixed interest investments are used to
finance policyholder guarantees.

|



History of the closed fund sector

Consolidation in the closed fund
sector has eceurred for many
years. More recently, larger life
assurance companies have closed
o new business, driven by the
ongoing concentration of new
business flows, a more challenging
regulatory environment and lower
investment returns.

This has created a substantial
target acquisition market for
Resolution, which we believe
wil! grow.

Bull market in equities Over optimistic management
et bl oo
Excess capital and Marketing led fight
with-profits canaeity - o markgt shiarg
- -
Lower investment retuins and tougher requiatory environment  Early
- 2000
Sub scale business models
~
Closed life funds in the UK {£191bn}'
— Today
Self managed run-off Specialist in-force managers |

* Source: FSA Insurance Sector Briefing report, September 2004, based on
December 2003 data

The history of Resolution plc

Britannic Group plc closed to new
business in 2003 and embarked
on a new strategy of acquiring
other closed life businesses.
Resoelution Life Group Limited
was formed in 2004 specifically

to acquire closed life funds.

The merger completed on
6 September 2005, creating
Resolution pic.

Organisation and
location

The life division is responsible

for running all of the life companies
in the Group. It outsources the
policy administration to the service
company and investments to our
asset management business.

1866... 2003 2004 2005

Predecessor Britannic Cornhill Century
to Britannic restructuring acquisition  acquisition
founded

~

Resolution plc

Resolution RSA Life  Swiss Life (UK)
Life formed acquisition acquisition

Resolution ple
Corporate Headquarters
London

Asset management Life division

Management services
Glasgow Wythall Wythall

Phoenix Life Britannic
Group Assurance
Liverpool Wythall

Resolution




wnalrman s statement

Clive Cowdery
Chairman

Investors and
policyholders are benefiting
from a focused approach
to managing in-force

fife funds.

This has been a transformational
year for Resolution plc. The merger
between Britannic Group ple and
Resolution Life Group Limited,
which completed on 6 September
2005, has produced a clear leader
in the consolidation of UK life funds.
QOur rigorous approach to financial
and operational management of
in-force life funds is already
delivering tangible benefits to
investors and policyholders.

Merger integration

After a period of planning, we set
about integrating the businesses in
the final quarter of 2005 after the
merger completed. This has gone
smoothly as we applied our
experience and lessons learned from
bedding down previous transactions.
We set ourselves the target of

generating total synergies of at least
£30 million per annum by the end of
2007 and subsequently, increased
this target to £38 millicn per annum
{£20 million from cost savings and
£18 million from asset management
profits). We remain confident of
meeting this target.

2005 results

We have adopted International
Financial Reporting Standards {IFRS)
and European Embedded Value
(EEV) reporting across the whole of
Resolution plc in 2005. The move
to IFRS reporting requires us to
account for the merger as an
acquisition of the former Resolution
Life Group (RLG}); consequently,
only the IFRS profits of the former
RLG post the completion of the
merger on 6 September 2005 are
included. On this basis, the IFRS
operating profit for 2005 was
£180.4 million before amortisation
of acquired in-force business,
non-recurring items, short term
investment fluctuations, financing
costs and tax.

The EEV per share increased by 6%
to £5.90 in the second half of the
year benefiting from management
actions to restructure life company
assets. The EEV does not include
the value of targeted merger
synergies from cost savings or

increased asset management profits.

Dividend

The Board reviewed the dividend
policy following the merger and is
accelerating the rate of growth to
13% per annum in 2006 through




to 2009, from the current policy of
11% per annum growth to 2009.
The final dividend is proposed to
be 13.21 pence per share, making
19.81 pence per share in total,
representing an 11% increase for
2005. In reviewing the dividend,
the Board took into account the
strengthened dividend paying
capacity following the merger,
current and prospective EEV
garnings and the strong projected
cashflows underpinning the Group.
From 2010, we have modelled 2%
per annum dividend growth, absent
further value creating activities such
as restructuring or acguisitions.

Customer strategy

Resolution has over 5 million
poiicyholders, many of whom have
lost touch with sources of {financial
advice. We have set up clearer
communication channels, including
telephone support from qualified
staff to provide more transparency
for customers in understanding
their options. Customers have
already benefited from management
actions to maintain strong, or
improved equity backing ratios and
fraom the fixing of with-profit policy
administration expenses, which
immunises them from expense risk
as funds run off, Over 130,000 of
our customers received significantly
higher payouts on their with-profit
palicies following the restructuring of
life funds. We passionately believe
that customers are better off with
Resolution, as an active manager of
in-force life funds, than in a smaller
stand-alone closed fund.

Regulatory environment

The Individual Capital Assessment
regime should provide stability

for capital planning in life funds,
once fully implemented. This,
together with the continuing roll-out
of the FSA's Treating Customers
Fairly programme, 10 which we

are fully committed, provides the
regulatory background for the
Group's activities.

Resolution staff

The Board wishes to thank all of
the Group's employees for their
commitment and contribution
through a period of significant
change. Their dedication and focus
are instrumental to the future
success of the business,

The Board

The merger of Britannic Group plc
and Resolution Life Group Limited
preduced a strong Board with
considerable experience in financial
services. Details of individual Board
members can be found on pages 24
to 25. Our thanks go to Graham
Singleten, Brendan Meehan and lan
Maidens for stepping back from their
previous Board responsibilities and
taking senior management reles in
the enlarged Group, thereby
facilitating the merger.

Outlook

During 2008, Resolution will use

its competitive advantages and
expertise to build on the significant
value that has been created for its
investors and policyholders in 2005.

We see further restructuring potential
from our existing assets, scope to
build on improving fund performance
and third party sales in asset
management, and an opportunity

to sell products and services to

our 5 million pelicyholders. Merger
synergies frorm cost savings and the
step up in asset management profits
will also begin to be realised in 2006.

We continue to believe that the
dynamics of the life assurance sector
will lead to further closures to new
business and that the sale of closed
funds to specialist managers will
remain an attractive option. Against
a backdrop of buoyant capital
markets, disposals will be more
strategically driven and timing
remains unpredictable. Resolution
remains well placed to take
advantage of wider consolidation

in the life sector, having stable
cashflows, strong management and
proven expertise in the management
of in-force portfolios.

\

&

Clive Cowdery
Chairman

Resolution
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operational review

Paul Thompson
Group Chief Executive

We have the expertise to
integrate acquisitions efficiently,
whifst driving out value for
investors and policyholders.

Qur life and asset management
businesses performed strongty in
2005. The European Embedded
Value (EEV) per share increased by
6% to £5.90 in the second half of
the year with restructuring benefits
coming through strongly, asset
management profits and sales were
up and solid progress was made
towards achieving our targeted
merger synergies. Our undertying
operating profits on both a statutory
IFRS and EEV basis were strong.
We also accelerated our dividend
growth rate to 13% for 2006 through
to 2009, from 11% in 2005.

Merger integration

The integration of the Britannic and
Resolution Life Group businesses
made good progress. We are on
track to deliver the estimated cost
synergies of £20 million per annum
by the end of 2007 with an
estimated one third of those
savings being achieved in 2006.
The savings will materialise from
rationalising life company structures,
management processes, property,
external spend and finance systems.
Qur estimate of integration costs

to achieve these savings remains at
£28 million, with £2 million incurred
in 2005.

Life company
restructuring

In managing our existing life
company assets, we look at ways
to apply the benefits of scale and
efficiency to our in-force book.




At the end of 2005, the previcusly
announced four-way merger of

life businesses was completed.

As a result of this fund merger,
together with the natural emergence
of sumplus in the business, a
dividend of £251 million was

paid by the life division to Group

in March 2008. The fund merger
resulted in an after tax increase in
the EEV of £48.4 million, principally
from financial synergies.

On 3 April 20086, Resolution's

life division completed a further
restructuring which resulted in the
ownership of Alba Life, previously
owned by the Britannic Assurance
with-profit funds, transferring to
Resolution Life Limited (a wholly-
owned subsidiary of Resolution plc).
The terms of this transaction were
reviewed by an independent actuary,
Nick Dumbreck of Watson Wyatt,
who reported to the boards of
Britannic Assurance and Alba Life
on the impact of the restructuring
on policyholders. The independent
actuary’s terms of reference were
agreed with the FSA. The EEV of
Alba Life as at 31 December 2005
was approximately £214 million
and the restructuring is expected
to lead to an increase in the EEV
of Resolution plc of approximately
£850 million in the first half of 20086.
The restructuring was funded using
internal resources and achieves
Resolution’s target return on capital
for closed fund acquisitions of 12%
per annum including synergies.

As a result of the Alba Life
restructuring and the associated
reduction in the risk profile of

the with-profit funds of Britannic
Assurance, combined with improving
investment conditions and enhanced
asset/liability matching, the Britannic
Assurance Board has been able to
approve the distribution of a larger
propertion of the surplus within the
company's with-profit funds. [n
practice this accelerated distribution
will have little impact on policies in
the Crdinary Branch with-profit fund
in the near future, but it is expected
that payouts on with-profit policies in
the Industrial Branch fund, in which
a significant proportion of the
policies are expected to mature in
the next few vears, will be increased
by between 5% and 20% at the next
bonus review date.

The Alba Life restructuring is another
example of Resclution acting to
enhance or accelerate distributions
to policyholders by removing or
reducing constraints within a
with-profit fund.

Management see further
restructuring opportunities from
the existing in-force book in 20086.

Results

The European Embedded

Value increased to £2,131 million

at 31 December 2005, from
£2,004 milion at 30 June 2005,
including goodwill of £145 million
principally from our asset
management business, and before
allowing for the final divideng.

This increase does not include

the value of future merger synergies
from cost savings or increased asset
management profits.

IFRS profits for 2005 amounted
to £180.4 milion, including the
IFRS profits of the former RLG
from the completion of the merger
on 6 September 2005 to the end
of the year.

Following the harmonisation of
reporting bases of the previous two
groups using EEV methodology, the
pro forma operating profit for the
Group for the discrete second half
of 2005, including EEV life profit,
amounted to 285.8 million.

Life division
EEV operating profit for the life

division for the & months 1o
31 December 2005 amounted
to £84.9 milkon.
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operational review
(continued)

In addition, maintaining a high equity
weighting in some of our life funds
contributed towards an £87.9 million
uplift in the EEV profit befare tax.

We seek to de-risk our operations
where we see levels of risk
inconsistent with a run-off business.
There is considerable focus on
asset/liabllity matching and hedging
interest rate risks resulting from
guarantees. In the first half of the
year, we substantially reduced
structural longevity risk in with-profit

funds through the sale of annuity
blocks totalling £3.6 billion.

Management services

Qur service company provides policy
administration services to the life
division through both in-house and
outsourcing arrangements. It is also
responsible for merger integration
and delivering costs synergies.

Profits on an IFRS basis were
£3.6 million for 2005, representing
the expected 5% margin on the
main administration contract with
Britannic Assurance and some
synergy benefits emerging from
the successful integration of

the Altianz Cornhill life operations
and Century Life acquisitions.

In 2008, we will review the potential
for policy administration from
off-shore providers.

Asset management

Qur asset management business
made strong pregress during the
year. Profits increased by 18% to
£11.8 million benefiting from tight
cost controls, increased revenues
from higher equity markets and third
party sales, and new assets under
management from the acquisition of
the life operations of Alliénz Cornhill
and Century Life. Retait sales
increased by 39% to £248 million
following fund launches and
improved investment performance.
There was particularly strong support
from IFAs where sales grew by
130% over the year to £233 million,
accelerating in the second half.
Sales continued 1o be buoyant in
2006. Management have engineered
a strong turnaround of the business

in recent years and are building a
fund manager with scale, dynamic
marketing and significantly improved
fund performance. In May 2006,

the business will be rebranded
Resolution Asset Management.

Asset management profits are set

to grow significantly, following the
completion of negotiations with F&C
Asset Management plc to internalise
£20 billion of Phoenix Life Group
assets. The transfer of the funds was
largely completed at 31 March 20086,
increasing our total funds under
management to £38 billion, including
approximately £35 billion of
policyholder assets. As a result of
the internalisation, we estimate that
additional profits before tax in the
first full three years will increase by
£18 million per annum, trending
down to around £10 million per
annum by 2014 as funds gradually
run off. The cost of this transaction
will be £27 million, consistent with
our earlier estimate, which will be
paid in April 2006.

Capital

Strong capital and cashflows
underpin the financial strength of
Resclution plc. In managing our
balance sheet, we target financial
metrics of an "A" category senior
debt rating, indicating a target
gearing ratio of around 25%, based
on debt to gross EEV. Movernents in
the gearing ratio will reflect both the
capital flows that management can
generate and also the financing of

future acquisitions.




In March 2006, we completed the
purchase of the preference shares
that the Royal & Sun Alliance
Insurance Group ple held in
Resolution, for 87% of the par
value and total cash consideration
of £100 miilfion, including accrued
dividends. We have reflected the
terms of the buyback of these
preference shares in their market
value for EEV purposes as at

31 December 2005. This increased
the 2005 EEV by £19.2 million,

Very streng investor demand
enabled us to raise gross proceeds
of £5600 million through a successful
Innovative Tier 1 hybrid capital
transaction in November 2005,

The net proceeds were used to

pay down the majority of our senior

Where is value being created?

debt, leaving £85 million outstanding
at 31 December 2005. The gearing
ratic at the end of the year was
24.7%', which reduced to a pro
farma 22.0% following the purchase
of the preference shares.

Customer strategy

Our customer management strategy
aims to build on our efforts to
improve communication with
policyholders, which can atso
improve policy retention rates.

We are offering access to
independent advice, where an IFA
does not already exist. In addition,
we are marketing simple retail
products sourced from third party
providers, including protection,
health, funeral, motor and home
plans to our existing policyholders.

Emergence = Run-oft of embedded value over time e
) Life division
of surplus = Release of solvency capital
Financial = Asset/ liability management
and capital = Capital efficiencies Lite division I
management = Restructuring

= Ecanomies of scale

Management services I
= Customer revenue

Operating
synergies

+ Asset management Asset management I

1 Calculated as the total of senior debt, preference shares and hybrid capital as a
percentage of total EEV equity and senior debt.

Whilst these projects are in the

pilot stage, earty results are
encouraging and we plan a broader
business roll-out in the second half
of 2006 and into 2007.

Over 130,000 of our customers
received significantly higher payouts
on their with-profit pelicies following
the restructuring of life funds,
where we have been able to
distribute the inherited estate.
With-profit policyholders of the
former Swiss Life UK and Phoenix
Assurance will have received among
the highest payouts from maturing
policies in the whole of the UK life
insurance industry.

Summary

We have made excellent progress
towards delivering the benefits of
the merger, whilst alsc creating value
for shareholders and policyholders
from restructuring life assets.

These achievements make us well
positioned to seek new acquisitions.

(e s

Paul Thompson
Group Chief Executive

Resolution
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Mike Biggs
Group Finance Director

Appropriate financial
disciplines are in place
across the enlarged Group.

Introduction

This has been a year in which there
have been significant changes in the
way that the Group’s primary and
supplementary financial statements
have been prepared.

With effect from 1 January 2005, all
European listed groups are required
to prepare their consolidated
financial statements in accordance
with International Financial Reporting
Standards (IFRS). Consequently, the
Group’s 2005 financial statements
have been prepared on this basis
and the comparative amounts for
2004, previously prepared under the
modified statutory solvency {(MSS)
basis, have been restated on an
IFRS basis. However, the individua!
financial statements of the parent
company, Resolution plc {formerly
Britannic Group plc} continue to be
prepared in compliance with UK
Financial Reporting Standards.

When compared with the MSS
basis of preparation, the introduction
of IFRS has resulted in financial
statements which are different
both in respect of the bases on
which such information is prepared
and in the way that information

is presented. Particular changes

to note with respect to the way

in which the Group financial
statements have been prepared
this year are as follows:

s there is now only one income
statement reflecting both
policyholder and equity holder
transactions; previously under the




*

MSS basis a long term business
technicat account and a non-
technical account were prepared;

insurance and investment
contracts are differentiated under
IFRS; insurance contracts continue
to be accounted for in a broadly
similar way to the MSS basis;
however, investment contract
(mainly unit-linked policies) receipts
and payments are subject to
deposit accounting and taken
directly tc the balance shest;

goodwill is not amortised on
a systematic basis; it is now
capitalised and subjected to
regutar impairment testing;

dividends {both within the Group
and externally) are now only
recognised when they becoms a
tegal liability, whereas praviously
they were accounted for in the
period to which they related;

the tax charge includes both
policyholder and equity holder
taxation; and

deferred tax can no longer

be discounted.

The presentation of the Group's

results for the year reflects the IFRS
requirement to account for the
combination of the Britannic Group
plc and Resolution Life Group
Limited (RLG) as an acquisition.

The acquisition of RLG by Britannic
Group plc was completed on

6 September 2005. Accordingly, only
the post acquisition results of RLG
are included in the Group results for
the year and the comparative figures
are those of the former Britannic
Group, as restated to comply with
IFRS requirements.

The Britannic Group presented its
results for the six months ended

30 June 2005 on an IFRS basis and
restated its 2004 comparatives,

The restatement as at 31 December
2004 increased total equity by
£16.4m to £776.4m and increased
prefit attributable to equity holders
for the year ended 31 December
2004 by £39.1m.

The Group has adopted European
Embedded Value (EEV) reporting with
effect from 30 June 2005 and results
on a pro forma basis of moving to
EEV for the merged Group as at

30 June 2005 were published on

7 March 2006. The EEV results have
been prepared using market-

censistent methodology which aligns
financial reporting with the way
acquisitions are appraised and the
business is managed. The Britannic
Group previously reported its
embedded value results on the

Achieved Profits basis.

IFRS Group results

For the year ended 31 December
2005, the Group made a profit
before equity holder tax of £259.8m
(2004: £79.0m} and a profit of
£161.8m after tax (2004: £83.2m).
This included a post tax contribution
of £42.4m from RLG covering

the period from acquisition on

6 September 2005 to the end of
the year. The RLG result is after

the amortisation of the acquired
in-force business relating to the
acquisition of RLG by Resolution plc
as recognised in the consolidated
income statement. There were

also a number of non-recurring
iterns mainly related to the
acquisitions made by the Group and
to the merger of the four Phoenix life
companies. The results, presented
from an equity holder’'s perspective,
are set out below.

Resolution
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Financial review
(continued)

IFRS basis financial results (after policyholder tax)

Life division
With-profit
Non-profit and unit-linked
Allianz Cornhilt life operations
Century Life
Swiss Life UK
Longer term return on shareholders’ funds
Other income and charges
Life division profit
Asset management
Management services
Group income and charges

Operating profit before amortisation of acquired in-force business,
non-recurring items, short term investment fluctuations,
financing costs and tax

Amortisation ¢of acguired in-forca business

Operating profit before non-recurring items, short term
investment fluctuations, financing costs and tax

Non-recurring items
Profit related to acquisition of Century Life
Impairment of goodwill attributed to management services
Impairment of goodwill attributed to asset management
Profit related to acquisition of Allianz Comhill life cperations
Release of deferred income iability
Post merger reorganisation costs
Fund merger costs
Fund merger benefits

Operating profit attributable to equity holders, based on a
long term rate of investment return

Short term investment fluctuations

Change in equalisation provision

Operating prefit attributable to equity holders
Financing costs

Profit before tax attributable to equity holders
Equity holders’ tax

Profit for the year attributable to equity holders

Full year 31 December 2004
Britannic  Post acquisition 31 December 2005 Britannic
Group RLG Total Group
£m £m £m £m
15.7 53 21.0 108
438 38.0 81.8 245
10.9 - 109 -
7.2 - 72 -

- 9.0 9.0 -
34.3 97 44.0 38.0
31 - 34 i4
115.0 62.0 1710 747
18 - 1.8 10.0
43 {0.7) 36 -
(12.5) 0.5 (12.0) {0.5)
118.6 61.8 180.4 84.1
(11.2) (30.4) {41.6) -
107.4 314 138.8 84.1
24 - 24 -
(20.0) - {20.0) -
- - - 8.0
86.3 - 86.3 (4.0}
26.0 - 26.0 -
(2.0) - (2.0} -

- (3.8} (3.8) -

- 209 209 -
200.1 48.5 2436 72.1
222 0.7 229 147
- - - 0.5
222.3 49.2 2715 87.3
(7.5) (4.2) (11.7) {8.3)
2148 45.0 259.8 790
{95.4) {2.8) (98.0) 42
119.4 424 161.8 83.2




Results of the
Britannic Group

Britannic life division
¢ Operating profit of £115.0m
(2004: £74.7m).

¢ Significant first time contributions
from Allianz Cornhill and Century
Life acquisitions.

Life division profits before tax were
up 54% at £115m and include first
time contributions arising from the
acquisitions of the life operations of
Allianz Cornhill and Century Life.

The result for with-profit business
increased by £4.9m to £15.7m with
several charges to profit in 2004 not
being repeated in 2005,

The non-profit and unit-linked profit
increased by £19.3m to £43.8m
which included £17.3m due

to valuation changes for annuities
and term assurance. There were
favourable variances attributable

o corporate bond spreads and a
lack of corporate bond defaults but
in all other respects the business
performed consistently with
underlying reserves assumptions,

The performance of the Allianz
Cornhill life operations continues to
exceed initial expectations with full
year profits on an IFRS basis of
£13.7m before integration costs of
£2.8m . Amortisation related to the
acquired value of in-force (VIF)
amounted to £4.3m.

The profit of £7.2m for the Century
Life business is for the post
acquisition period from 6 April 2005
to the end of the year. Amortisation
related to VIF was £6.9m.

The overall return on all shareholder
assets, including the assets backing
the surplus in the non-profit funds,
benefited from strong investment
markets with actual returns
exceeding the assumed rates of
return. The longer term return on the
surplus in the non-profit funds fel as
son\1e of these funds were used to
make the acquisitions set out above.

Asset management
* Operating profit of £11.8m
(2004: £10.0m).

s Good investment performance,
* New products launched.

* Total retail sales of £248m
(2004: £178m).

Britannic Asset Management
(BAM) produced an IFRS operating
profit up by 18% at £11.8m

(2004: £10.0m) which was driven
by continued tight cost control,
positive markets and increasing
third party sales. The overall cost
income ratio improved by 5% for
2005 with the ratio for this year at
71% (2004: 76%,).

Investment performance was again
strong with the two flagship pension
funds outperforming - the poocled
managed fund against peer group
by 0.6% and the UK equity fund
against the index by 1.1%. US,

Far East and Global Equities also

all outperformed by at least 1%
against their respective indexes.

BAM's first joint venture fund in
European equities performed very
strongly and a second joint venture,
in UK equities, was launched in
December which has again started
very positively.

Retail sales through IFAs wete up
130% at £233m. Total retail sales
increased by 39% compared to
2004 despite the loss of the
exclusive distribution arrangement
with Britannia Building Society.
65% of retail sales came in the
second half of 2005 reflecting the
increasing IFA franchise and
investment performance.

Significant activity took place to
prepare for the internalisation of
funds from F&C Asset Management
plc {F&C) which commenced on

1 January 2006 and which was
substantially compileted by

31 March 2006. This activity
included adding 11 investment
professionals to the front office.

Resolution
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Financilal review
{continued)

Following compiletion of the
internalisation funds under
management will excead £35bn.

As a result of the internalisation of
funds a payment of £27m will be
made in April. Additional one-off
integration costs are expected to be
approximately £4m of which £0.6m
was incurred in the latter part of
2005. The Group expects profit
before tax to increase by £18m per
annum for the first three full years
following internalisation and
thereafter improvement in profit
before tax will reduce to around
£10m per annum by 2014,
assuming the terms of the
management agreements remain
unchanged throughout the period.

The asset management business will
be rebranded as Resoluticn Asset
Management in May 2006.

Management services
s Operating profit £4.3m.

*+ Integration of Cornhill and Century
completed during the year.

* Merger integration progressing
well:

- Configent of achieving estimated
£20m per annum merger
synergies by end of 2007; and

- One-off cost to achieve
synergies still expected to
be £28m.

A management services agreement
formalising the arrangements
between the life companies and

the service company became
effective from 1 January 2005. The
management services profit in 2005
is consistent with the expected
margin from these agreements
augmented by part year synergies
from the successful integrations of
the Cornhili and Century operations.

At the time of the merger between
the Britannic Group and RLG it was
stated that cost savings of £20m
per annum were expected to arise
by the end of 2007 from the
administration of the merged
Group’s operations. A one-off
integration cost of £28m is expected
to be incurred in order {0 secure
these savings. Integration work is
progressing well with plans being
formulated for successful delivery of
the estimated synergies on time and
in line with the forecast costs.

Group income and charges
Group income and charges
amounted to £12.5m for the year.
Corporate expenses include costs
related to the adoption of IFRS
and EEV, professional fees relating
to the Group's credit rating and
pension costs.

Total costs attributable to the merger
were £43m of which £14.2m ware
incurred by Resolution plc and
£28.8m were incurred by RLG. Al

the RLG costs were incurred in the
pre-acquisition period and are not
therefora reflected in the Group
profit for the year. The Resolution
plc costs comprise £5.3m of stamp
duty which has been charged to the
share premium account and £8.9m
of professional fees which have been
added to the cost of investments in
subsidiaries. Consequently, there are
no transaction costs of the merger
directly included within the Group’s
profit for the year.

Non-recurring items

During the course of the year the
Group acquired three businesses
which, under IFRS reporting
requirements, are presented as
acquisitions. On 6 April 2005
Resalution plc (formerly Britannic
Group plc) acquired Century Group
Limited; on 6 September 2005
Resolution plc acquired Resolution
Life Group Limited; and on

30 September 2005 the life
operations of Allianz Cornhill
Insurance plc (ACI) were transferred
to the Group following the business
purchase agreement signed in
Pecember 2004.

Under IFRS reporting the Group

is required to place a fair value

on the assets and liabilities of

each business that it acquires.

For acquisitions of ingsurance
businesses writing long term
business the most valuable asset is
typically the present value of in-force




business. The total net of tax value
of in-force business from these
acquisitions at 31 December 2005,
after amortisation for the period from
acquisition to the year end, was
£666m. For financial reporting
purposes this balance must be
presented gross of both policyholder
and shareholder taxation.
Consequently, the gross value

of in-force at the year end was
£21,095m and there was a related
deferred tax liability of £529m.
These amounts will coniinue to be
amortised in future years in line
with the run-off of the underlying
business and are subject o regular
impairment testing. The gross
ameortisation attributable (0 equity
holders shown in the income
statement for 2005 is £41.6m with
related tax of £19.3m included in
the taxation charge for the year.
The gross amortisation amount
comprises £30.4m in respect of
RLG, £6.9m in respect of Century
and £4.3m in respect of ACI.

The Century Group was acquired
for a total consideration of £47.56m,
including costs. As a result of
applying fair values to the acquired
assets and liabilities there was

an excess of net assets over
consideration of £2.4m which

has been recognised within the
consclidated income statement.

RLG was acquired for a total
consideration of £1,060m, including

costs of £9m, satisfied by the issue
of 164,243,733 new ordinary shares
in Resolution ple. The fair value

of the new ordinary shares was
£1,051m, based on the closing price
of the shares on 5 September 2005.
The fair value of the assets acquired
was £1,056m with a minority interest
of £108m, The acquisition gave rise
to goodwill on acquisition of

£112m which, in accordance with
accounting requirements, has been
allocated to the appropriate business
cash-generating units or, for the
Group, specifically to the business
segments which are expected to
benefit from the synergies of the
merger. The geodwill arising on
acquisition has been allocated to the
business segments as follows: life
operations £65m, management
sarvices £30m and asset
management £17m. For the
management services business,
these synergies are planned to be
phased in over the next two years
with full benefit expected by the end
of 2007 Impairment testing for
goodwill, however, does not permit
the benefit from future restructurings
to be taken into account. For this
reason the Group has determined
that £20m of goodwill should be
impaired. Expected benefits will be
reflected directly in the income
statement as they arise.

The Britannic Group entered into a
business purchase agreement with
ACI in December 2004 to acquire

the UK life business of ACI for a
consideration of £118.7m. At that
time a reassurance arrangement
was put in place between the
Britannic Group and ACI pending
the transfer of the business to the
Britannic Group. The assets and
liabilities of the UK life business were
transferred to the Group under Part
VIl of the Financial Services and
Markets Act 2000 on 30 September
2005. At the same time the existing
reassurance agreement between
the Group and ACI was terminated.
The application of fair values to the
acquired assets and liabilities
resulted in an excess of net assets
over consideration of £86.3m and
this has been recognised within the
consolidated income statement.
There has been a significant increase
compared to the £64.5m profit
recorded in 2004 under the
Achieved Profits basis, primarily due
to savings in integration costs and
lower than expected lapse rates
foliowing the transfer of the portfolio.

Group pension schemes

The principal scheme is the Britannic
Group pension scheme, a final salary
scheme which is generally closed to
new entrants. The scheme had a
surplus of £83.7m at 31 December
2005 (2004: £102.1m) and
consequently no contributions are
currently being made by the Group
to the scheme. On 1 January 2005
the majority of the benefits and risks
of the Britannic Group pension
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scheme that were previously borne
by the Britannic Assurance with-
profit fund were transferred to the
equity holders’ funds. At the same
time the management services
agreement with the with-profit funds
was revised to include an implicit
reduction in the expense charges
from 2005 for the effect of the
pension coniribution holiday.

This has given rise to a one-off gain
of £26m which is reflected in the
consolidated income statement as
a release of the deferred income
liability set up upon the transfer of
the scheme to equity holders.

In accounting for the Britannic Group
pension scheme, the net impact on
profit for the year is a charge of
£1.6m representing the excess of
the servicing and interest costs over
the amortisation of the deferred
income liability. Net actuarial losses
for the year of £1.5m are shown in
the statement of recognised income
and expenses and do not impact on
the income statement for the period.

The Phoenix Life Group pension
scheme is closed to new members
and future service accrual. It has a
deficit of £5.3m on an IFRS basis.
Net actuarial losses for the period
from acquisition of £1.7m are shown
in the statement of recognised
income and expenses and do not
impact on the income statement

for the period.

Capital and financing

On 17 November 2005, Resolution
plc issued £500m of perpetual reset
capital securities which carry a
coupon rate of 6.5864% per annum.
This was a successiul listing with
the securities being approximately
four times over-subscribed.

The securities are listed on the
London Stock Exchange.

The securities have no fixed maturity
date and coupon payments may

be deferred at the option of the
Company; accordingly the securities
meet the definition of equity for
financial reporting purposes. The
securities also meet the conditions
for Innovative Tier 1 capital treatment
in the calcutation of the Group
Capital Resources under the
regulations prescribed by the
Financial Services Authority.

The proceeds of the issue amounted
to £495m after deducting the issue
costs of £5m. The new funds were
used principally to repay RLG's
existing senior debt of £480m.

The Group has a number of with-
profit funds that report on a realistic
balance sheet basis. The overall
surplus measured on this basis for
the with-profit funds together with
surpluses on other with-profit funds
and the non-profit funds, being the
excess of capital resources available
over capital requirements is £1,547m.

Taxation

The tax charge in the consolidated
income statement is a combination
of tax attributable to equity holders
in respect of all Group operations
and tax attributable to policyholders
in respect of the life operations. The
accounts in prior years, prepared on
the MSS basis, only included in the
non-technical account the tax
charge attributable to equity holders.
On the IFRS basis the total tax
charge will therefore not only be
greater, but can vary significantly
from year to year as a result of the
way that policyholder taxation is
calculated. The overall tax rate this
year in the consolidated indome
statement is 54.3%.

The equity holder tax attributable

to life business is based on an
underlying rate of 30% with
adjustments made where
appropriate. The underlying rate of
30% has been used as this is the
rate of tax borne by life companies
on that part of the annual surplus
declared which is available for
transier to the equity holders. This
life equity holder tax together with
the equity holder tax attributable to
the non-insurance operations gives
an overall equity holder tax charge of
£95.4m on profits of £214.8m for
the Britannic Group. The tax charge
comprises £51.2m in respect of all
operating activities (including non-
recurring items}, £48.4m in respect




of the surplus in the non-profit funds,
as described further below, and a
£4.2m credit related to tax on the
amortisation of the value of acquired
in-force business. Included in the
pre-tax result are ¢certain items for
which no tax charge or credit is
recognised. These include the profit
arising from the acquisition of ACI life
operations and Century Life and the
impairment of goodwill related to the
management services operations.

The tax provision in respect of

the surplus in Britannic Assurance’s
non-profit fund (previously referred to
as Shareholders’ Retained Capital)
has been increased to £72m
resulting in an increased tax charge
for the year of £48.4m. As a
manager of a number of closed life
funds, the Group has taken the view
that all of the surplus will eventually
be distributed to equity holders and
that it is therefore prudent to provide
for tax on that basis.

Similarly, a provision has been
established for the deferred tax in
respect of RLG's non-profit surplus.
A provision of £66m was included
in the acquisition balance sheet

of BLG which did net change
significantly in the post acquisition
period to 31 December 2005.

Results of the
Resolution Life Group

RLG prepared its results on a
MSS basis until 30 June 2005.
Consequently, comparative figures
for the six months ended on that
date have been presented below
on that basis. The results from

1 July 2005 have been prepared
on an IFRS basis and are set out
separately for the periods pre

and post the acquisition date of

6 September 2005. As RLG made
its first business acquisition on

30 September 2004 there are

no relevant comparative figures
far 2004.

RLLG made a post acquisition profit
of £42.4m after tax and after
amortisation of acquired in-force
business arising from the
consolidation of the RLG results
into Resalution plc. The amortisation
of acquired in-force business
reduced pre tax profits by £30.4m
and reduced after tax profits by
£15.3m. RLG made a pro forma
profit of £24.8m after tax for the
six months to 31 December 2005.
In the first six months of the year
RLG made a profit after tax on the
MSS basis of £27.7m.
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Financial results of Resolution Life Group

Life division results
With-profit
Unit-linked
Non-profit
Swiss Life UK
Longer term return on shareholders' invesiments
Life division profit
Management services
Group income and charges

Operating profit before amortisation of acquired in-force business,

non-recurring items, short term investment fluctuations,
financing costs and tax

Amortisation of acquired in-force business

Operating profit before non-recurring items, short term
investment fluctuations, financing costs and tax

Non-recurting items
Mergar costs
Unamortised balance of senior debt issue costs
Separation costs
Fund merger costs
Benefit from fund merger

Operating profit/{loss) attributable to equity holders,
based on a long term rate of investment return

Short term invastment fluctuations

Financing costs

Profit/(loss) before tax attributable to equity holders
Equity holders’ tax

Profit/(loss) for the period attributable to equity holders

IFRS basis fFRS basis IFRS basis M35 basis
6 September to 1 July to Six menths Six months
31 December 5 September 31 December 30 June
2005 2005 2005 2005

£m £m £m £m

5.3 6.3 11.6 128

(4.8} 134 8.6 17.0
42.8 (9.9) 329 19.0

9.0 {6.5) 25 0.7

9.7 48 145 145

62.0 8.1 701 64.0
(0.7) - (0.7) -

0.5 1.2 1.7 1.5

61.8 9.3 A 65.5
{30.4) - (30.4) -
Nn4 9.3 40.7 69.5

- (22.8) (22.8) 6.0)

- (5.3) (5.3) -
- - - {13.1}

(3.8} - (3.8) -

20.9 - 209 -
485 {18.8) 297 46.4

0.7 0.7 1.4 8.8

(4.2} {7.0) (11.2) (i3.2)

45.0 {25.1) 19.9 420

(2.6) 7.5 49 (14.3)

24 (17.8) 248 27.7




Life division resuits

The following operational
commentary compares pro forma
IFRS results for the full six months
ended 31 December 2005 to the
MSS basis resutts for the six months
ended 30 June 2005.

Profits from with-profit funds fell by
£1.2m in the second half of the year
reflecting changes in bonus rates.
Profits from unit-linked business
almost hatved in this period. While
there were a number of offsetting
factors, including IFRS adjustments,
the result primnarily reflected an
increase of £7.8m in the mortgage
endowment provision at year end.
Similarly, the results from the non-
profit business, which increased by
£13.9m in the second half of the
year, were impacted by a number of
factors. Reductions in surrender
profits and increases in deferred
annuity reserves have been more
than offset by improvements in
expense assumptions, tax and
investment margins. The Swiss Life
result in the second half year
benefited from favourable experience
in a number of areas including the
removal of new business strain on
business no longer written and lower
claims run off provisions on the PHI
book offsetting an accelerated write-
off of deferred acquisition costs.

The pro forma results for the six
months ended 31 December 2005
for the with-profit business show a
consistent performance in the pre
and post acquisition periods.

The unit-linked resutt benefited
from the impact of moving to IFRS
and reserve releases in the pre
acquisition period, offset by an
additional cost in refation to the new
management services agreement,
as referred to below. The post
acquisition result was impacted by
the increase of £7.6m in the
mortgage endowment provision.
The non-profit result in the pre
acquisition period was adversely
impacted by increases to deferred
annuity and other reserves. The
post acquisition pericd benefited
from improvemeants in expense
experience, tax and investment
margins.

Further, in order to ensure
consistency in preparing the results
of the merged Group certain
actuarial assumptions have been
aligned. This resulted in a £15m
reduction in profits in the pre
acquisition period across the unit-
linked, non-profit and the Swiss Life
UK books of business.

Management services
Although RLG had previously
outsourced its administration
services, it had not established
formal arrangements between its
service company and its life
operations until the signing of a
management services agreement
during 2005. With that agreement
now in place all of the services
pravided by the Group’s
management services division

to its life operations are now
formally established. There was a
small loss of £0.7m in the post
acquisition period.

Group income and charges
Group income and charges of £0.5m
for the post acquisition period and
£1.7m for the six month period
include investment income of £3.4m
in the post acquisition period and
£7.2m for the six months ended

31 December 2005. Investment
income includes both external
interest and interest receivable

from policyholders in respect of
loans made to the with-profit funds.
Group charges include the corporate
costs and salaries for the Group
head office.

Non-recurring items

A number of non-recurring items
affected the RLG resulis during
the vear.
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Merger costs of £22.8m were
incurred in the second half of the
year in addition to the £6m incurred
during the first haif of the year.
These costs include the legal,
reporting accountants and
compliance costs, investment
bankers’ fees and compromise
payments made to the former
directors of RLG.

As previously noted, in November
2005, Resolution plc issued £500m
of perpetual reset capital securities.
The proceeds from this issue were
used principally to redeem RLG's
outstanding senior debt. The
unamortised balance of the senior
debt issue costs of £5.3m, which
had previously been capitalised,
were eliminated in the acquisition
balance sheet as a fair value
adjustment. For the purposes of
presenting the pro forma IFRS
results this has been shown as a pre
acquisition expense.

On 31 December 2005 a four-way
fund merger under Part VIl of the
Financial Services and Markets Act
2000 was completed. This merger
brought together the long term
insurance businesses of Bradford

Insurance Company Limited,
Phoenix Assurance Limited and
Swiss Life (UK} plc with Roval & Sun
Alliance Linked Insurances Limited
(now renamed Phoenix Life Limited).
This restructuring improved capital
efficiency and will reduce operating
costs. As a resutt of this merger, for
which costs of £3.8m were incurred,
benefits of £20.9m have been
recognised in the post acquisition
period. The fund merger also
facilitated the release of surplus
capital previously retained within
these companies.

Financing costs

Financing costs of £11.2m for the six
months ended 31 December 2005
represent the interest paid on RLG's
senior debt. The senior debt was
repaid cn 21 November 2005.

Taxation

The shareholder tax attributable

to life business is based on an
undertying rate of 30% with
adjustments made where
appropriate. The tax charge

in the post acquisiticn period
includes a credit of £15.1m related
to the amortisation of acquired
in-force business.

Equity holders’ cash flow

The consolidated financial
statements contain a consolidated
cash flow statement for the year
ended 31 December 2005. In
conformity with the requirements of
IFRS this consolidated statement
comprises all of the policyholder and
equity holder cash flows which have
occurred during the year for the
Britannic Group and the post
acquisition cash flows of RLG.

The Board believes that in addition
to this statement, it is helpful to
make disclosure of the cash

flows that have occurred in respect
of the equity holders alone. This
information is presented on a pro
forma basis for the six months
ended 31 December 2005 and
shows cash flows for Resclution plc
and its principal holding company
subsidiaries, RLG and Resolution
Life Limited. It therefore exciudes
cash flows within the life,
management services and asset
management divisions.




Pro forma cash flows (excluding cash equivalents}

Six months ended 31 December 2005

£m £m
Cash at 1 July 2005 54.0
Cash infiows during the period

Dividends in respect of 2005 received

from Britannic Assurance ple 55.0

Loan received from Phoenix Life Limited 100.0

Loan received from RL{ULPF) Limited 1.0

Perpetual reset capital securities, net of issuance 495.0

costs of £5m

661.0

Cash outfiows during the period

Capita! injection for Resolution Management Services {14.6)

Loan repaid to RL(ULPF) Limited (50.0)

Loan repaid to Bradford Insurance Company Limited (7.0)

Repayment of RLG senior deht (480.0)

Repayment of Resolution plc senior debt (30.0)

Dividends to ordinary shareholders (23.8)

Senior debt interest paid {14.6)

RLG merger expenses (28.8)

Britannic Group merger expenses (14.2)

Other expenses (8.0

(672.0)

Cash at 31 December 2005 430

Further dividends totalling £251m
have been approved by subsidiary
fife company boards in respect of
2005 and were received by
Rasolution plc and its principal
holding company subsidiaries in
March 2006.

EEV pro forma

Group results

For the six months ended

31 December 2005, the Group
made an EEV profit befare tax of

£160.5m and a profit of £118.4m
after tax. This includes the pro
forma results of the asset
management and management
services divisions on an IFRS basis
for the six month period.

EEV per share increased to £5.90
per share (30 June 2005: £5.55), an
increase of 8% reflecting an increase
in embedded value to £2,130.9m
(30 June 2005: £2,004.2m).

Results of the

life division

» Life operating profit before tax
£84.9m.

+ Four-way fund merger benefits
£689.1m.

* Favourable investment returns
£87.9m.

The total life division EEV profit
before tax, after taking account of
the non-recurring items, economic
experience variances and economic
assumption changes is £224.9m.

Life operating profit

The EEV operating profit before tax
for the life division of £84.9m was
broadly in line with the expected
EEV profit before tax of £87.9m.
Overall operating experience
variances increased profits by
£39.9m, but this benefit was offset
by changes to operating
assumptions which amounted to

a charge to profits of £42.9m.

Operating experience variances
include an improvement in tax
rmargins offset by increases in the
costs of making mortgage
endowment compensation and
increased costs in respect of
deferred annuities. Otherwise, overall
experience was broadly in line with
the underlying assumptions.
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The changes to operating
assumptions primarily arose

from the implementation of the
management services agreement
between the RLG life businesses
and Resolution Management
Services and the strengthening
of reserves for mortgage
endowment compensation.

Non-recurring items

The synergies arising on completion
of the four-way fund merger in
December 2005 resulted in a
one-off EEV profit of £69.1m,
including synergies bengfiting the
value of in-force business. This profit
represents the EEV profit of £48.4m
grossed up at the equity holder rate
of tax of 30%.

Economic experience
variances

The strong performance of equity
markets over the last six months of
2005, helped by favourable
corporate bond spreads and lack

of corporate bond defaults, resulted
in positive total economic experience
variances of £87.9m.

Economic assumption
changes

Long term investment return
assumptions have been revised
following a reduction in gilt

rates. This gave rise 1o a £17.0m
charge to profits for economic
assumption changes.

Other components of
EEV profit

Asset management and
management services

The pro forma EEV operating profits
for the two non-life divisions have
been included on an IFRS basis.
Asset management produced prcfits
of £5.8m for the six month pericd
and management services operating
profits of £2.0m for the same period,
before non-recurring items.

Group income and charges
Group income and charges
amounted to £6.9m for the six
months. This is comprised of £8.6m
net charges for Britannic Group and
a net income of £1.7m for RLG,
calculated on an IFRS basis.

Non-recurring items

A number of non-recurring items
arose during the six month period,
as set out below,

Agreement on buy back of preference shares
Impairment of management services goodwill
RLG pre acquisition merger costs

Unamortised balance of senior debt issue costs

Post acquisition merger costs

Six months ended
31 December 2005

£m

19.2
(20.0)
(22.8)
(5.3)
2.0
(30.9)




An agreement has been reached
with Royal & Sun Alliance Insurance
Group Plc to buy back preference
shares issued by Resolution Life
Group Limited for £100m (inctuding
accumulated interest) at 31 March
2006. The terms of the buy back of
these preference shares have been
reflected in the market value for EEV
purposes as at 31 December 2005.
This gives rise to an EEV profit of
£19.2m in the 2005 results.

The other non-recurring items
referred to above are as covered
earlier in the Financial Review.

Market consistent value of
equity and debt

Senior debt, preference shares and
perpetual reset capital securities
have been valued on a market
consistent basis. This results in

a charge of £19.2m for the six
months, primarily due to the
valuation of the perpetual reset
capital securities. These securities
are listed and have been valued
at their market price of £515m

in the EEV, compared to an initial
cost of £495m net of issue costs.
This change has been reported as
an economic experience variance.

Financing costs

Financing costs for the six

months amounted to £15.2m
representing £11.2m of interest
paid on RLG's senior debt and
£4.0m of interest paid by Resolution
plc on its borrowings.

Movements in
embedded value

Embedded value at 31 December
2005 was £2,130.9m, an increase of
££126.7m (6.3%) on the embedded
value at 30 June 2005. This increase
in value arises out of the EEV profit
after tax {£118.4m), an increase

in capital of £32.8m, the interim
dividend of £23.8m and other minor
items of £0.7m.

The increase in capital arose on the
acquisition of RLG. It constitutes the
value of shares issued to purchase
the goodwill that has been allocated
to the asset management (£17m)
and management services (E30m)
businesses less capitalised
acquisition costs of £14.2m.

Financial management
objectives

The intention of the Board is that

on an ongoing basis the financial
management objectives of the Group
will be consistent with credit ratings
in the “A" category. In the event of
no suitable acquisition opportunities
arising, the Board will return surplus
capital to investors consistent with
prudent financial management

and maintaining a strong credit
rating. In the event of a return of
capital to investors, the Board will
attribute funds proportionately to
shareholders and holders of the
perpetual reset capital securities to
ensure equitable treatment of both
groups of investars. This would entail
the buy back of shares from equity

shareholders and helding back a
proporticnate amount of cash for the
ultimate redemption of the perpetual
reset capital securities.

Dividends

An interim dividend of 6.6 pence
per share was paid in October 2005.
A final dividend of 13.21 pence per
share is being proposed and, if
approved by shareholders, would
become payable on 2 June 20086.
The total cost of the interim
dividend was £23.8m and the
proposed final dividend would
amount to £47.7m. Details of the
new dividend policy are given in the
Chairman’s Statement.

Group risk

Details of the Group's risk
management framework and
financial exposures are given in
note 49 of the consolidated
financial statements.

ke

Michael N Biggs

Group Finance Director
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Clive Cowdery

Exacutive Chairman, aged 42.

Cliva Cowdesry was previously the Chief Exacutive of
Resolution Life Group Limited, a company that he
founded in 2003. He started his career in insurance
advising clients as a broker and he was previously
Chairman and Chief Executive of GE's primary
insurance operaticns in Europe (GE Insurance
Hodings), with over $3 bilion of premium income.
The businesses he led included Euwrope’s largest credit
insurer with operations in twetve countries and life and
pensions companies in the UK and France. Before
joining GE in 1938, he co-founded Scottish Amicable
International/J. Rathschild International, a European
cross-border insurance business based in Dublin and
formed in 1892. He is curmently the Chairman of the
not-for-profit organisation, the Resolution Foundation.

Malcolm Williamson

Deputy Chairman and senior independent

directon, aged 67.

Malcolm Wiliamson was appointed {0 the Board

of Britannic Group pic in March 2002 as a non-
executive director, Deputy Chairman and senior
independent director. He succeeded to the position

of Chairman of Britannic in October 2004, a post ha
held until the merger with Resclution Lite Group
Limited in September 2005, Ha is a mamber of the
Audit, Risk and Compliance Committea and
Remuneration Committee. He was formerty the
President and Chief Executive of Visa International Inc,
Group Chiet Executive of Standard Chartered pk: and
a non-executive director of National Grid Group plc.
He currently chairs CDC Group pke and National
Australia Group Eurcpe Limited and is a non-executive
director of National Australia Bank Limited, Group 4
Securicor plc, JP Morgan Cazenove Limited and
Signet Group pke, and he chairs tha Advisory Board of
Youth Busiress International.

Sir Brian Williamson CBE

Non-executive director, aged 61.

Sir Brian Wiliamson was previousty the Chairman

of Resolution Life Group Limited until the mergar with
Britannic Group plc in Saptermber 2005, He chairs

the Nominaticns Committee and is a membear of the
Audit, Risk and Compliance Committes. He is a
member of the supervisory board of Euronext NV,

a senior advisor 1o Fleming Family and Partners,
Chairman of Electra Investmant Trust pkc and also

a non-executive director of HSBC Holdings ple.

He is the former Chairman of The London International
Financial Futures and Options Exchange and Gerrard
Greup ple and a former non-executive director of The
Financial Services Authority and of the Gourt of the
Bank of Ireland. '

David Allvey FCA, ATIl

Non-executive director, aged 61.

David Allvey was appointed to the Board of Britannic
Group pk in March 2002 as a non-executive director.
From Oclober 2004 and until the me<ger with
Resolutien Life Group Limited, he was Deputy
Chairman and senior independent director. He chairs
the Audit, Risk and Compliance Committee and is a
member of the Nominations Committes. He was
formerty the Group Finance Diractor of Barclays
Bank pic and BAT Industries plc as well as chief
operating officer of Zurich Financial Services pic

and a non-executive direcior of McKechnie plc.

In addition, he was a member of the UK Accounting
Standards Board for ten years. He is cureatly a
non-executive director of Castain Group pic, Intertek
ple, My Travel Group plc and William Hil pl.




Sir David Cooksey MA {Oxcn)

Non-axecutive diracior, aged 65. '
Sir David Cooksey was previcusly a non-executive
directer ol Resolution Life Group Limited, He chairs
ther Remuneration Commitiee and is a member of
the Nominations Committee. He has been active in
ventura capital since 1881 when he founded Advent
Venture Partners, which has invested in about 180
innovative technology businesses, He became the
first Chairman of the British Venture Capital
Association in 1983/4 and he i currently Chairman
of tha European Private Equity and Venture Capital
Association for 2005/6. He was appointaed a non-
execuliva director of the Establishment Investment
Trust in 2002. In February 2005, he refired as a
non-executive director of the Bank of England
having served cn the Court for eleven years and

as Chairman of the cormmittee of non-executiva
directors since 2001. He was Chairman of the Audit
Commission from 1986 to 1995 and a Governor of
the Weflcome Trust from 1985 to 1999.

Aram Shishmanian BA, MSc
Non-executive director, aged 54.

Aram Shishmantan was appointed 16 tha Board

of Britannic Group plc n November 2004 as a
non-executive director. He is @ member of the
Remuneration and Nominations Committees. He has
considerable financial senices experience, most
recently as a partner of Accentura, which he joined in
1878, becoming a sendor partner in 1968 until 2003,
Ha is currently an achviser to a number of companies.
He is also on the Intemational Advisory Boarg of the
Cass Business School, City Unrversity arxd a trustee
af Marie Curie Cancer Care.

N il
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Paul Spencer BA, FCT, FCMA

Non-gxecutive director, aged 56.

Paul Spencer was appcinted to the Board of
Britannic Group plc in August 2003 as a non-
axecutive director. He is a member of the
Remuneraticn Committee. He was associate director
and treasurer of Hanson pic from 1986 1o 1996 and
Group Financa Director and subsequentty Chigf
Exacutive LIK of Royal and Sun Alliance pic from
1956 10 2002. Ho is currently the Chairman of
National Savings and Investments, State Street
Managed Pension Funds and Sovereign Reversions
pic. Deputy Chairman of CMC Group plc and a
non-exacutive director of WPP Group ple. He is an
adviser to 4 law firm and a major accountancy firm.
He is a past President of the Association af
Corporate Treasurers and currently Chairman of
their acvisory board and a Governor of the
Moiability charity,

T
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David Woods MA (Cantak), MSe, FIA
Non-executive director, aged 58.

David Woods was previously 2 non-executive director
of Resolution Life Group Limited, He is 8 member of
tha Remuneration Committee and Aucit, Risk and
Cempliance Committee. He qualified as a Fellow of
the Institute of Actuaries in 1973 and has spent more
than thirty six years working in the life insurance and
investment industries both in the UK and abroad.

Ha is currently Chairman of Royaf Liver Assurance,
the second largest friendly society in the UK. He was
Managing Director of The Scottish Provident Group
from 1988 until 2002, steering that business 1o the
leading pasition in the UK protection market and
subsequently managing the organisation through the
process of its demutualisation and successful sale to
the Abbey National Group. He is also a director of
Kiin ple, Edinburgh Small Companies Trust pic and
The Maller Gentre for Continuing Education, He 1s a
trustee of the Xansa Group and Scottish Providant
Pension Schemes and a member of the Court of
Heriot Watt Unversity.

Paul Thempson MA (Cantab), ACA

Group Chief Executive, aged 43,

Paul Thompseon joined the Board of Britannic

Group ple in December 2002 as Group Finance
Cirector and was eppointed to the position of Group
Chief Executive in July 2003 where he oversaw the
restructuring and transformation of Britannic Group pic
into a closad fund consotidator. On completion of the
merger with Resolution Lifa Group Limited in
September 2005 he was appointed Group Chief
Executive of the: entarged Group, Initially with Coopers
& Lybrand, he then pursued a career in investment
banking, first wath Kleinwort Benson and then BZW.
More recently he was a managing director in the
financial institutions group of Merrill Lynch. He has
extensive axparience and knowlaedge of the financial
services sector.

Mike Biggs MA (Oxon), ACA

Group Finance Director, aged 53.

Mike Biggs was previously Chief Financial Officer of
Resclution Lifs Group Limited. He began his career

at Wiliams & Ghyns Bank as & management trainee,
betora joining Arthur Andersen in 1978 where he rose
through the firm to become a Financial Services
manager. In 1984, ho took up a ofe as manager of
finance at Hong Kong & Shanghai Banking
Corporation in the UK. After three years he lef} to
become Group Financial Controller of Morgan Grenlell,
leaving the bank in 1891 to join Norwich Union as
Group Financial Controller. In 1995, he became
General Manager of Norwich Union's international
operations and was a member of the team that
demutualised and floated the Sociaty in 1997. Ha was
appointed Group Finance Director of Norwich Union in
that year. Following the mergar of Norwich Union with
GGU in 2000 that created CGNU, he was mads
Group Executive Director rasponsible for CGNU's UK
general insurance business. He was promotead to
Greup Finance Director of CGNU in 2001, a position
he held until ha chose to leave Aviva, the renamed
CGNUY business, at the end of 2003.
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Directors

The names of the current directors
are shown on the previous pages.
Upon completion of the merger
between Britannic Group plc and
Resolution Life Group Limited on
6 September 2005, Clive Cowdery
was appointed Executive Chairman
of the merged Group, Paul
Thompson was appointed Group
Chief Executive and Mike Biggs
was appointed Group Finance
Director. Sir Brian Wiliamson, Sir
David Cooksey and David Woaods,
all former Resolution Life Group
Limited non-executive directors,
were similarly appointed to the
enlarged Group Board. Graham
Singleton resigned from the Board
on 6 September 2005 as Group
Finance Director and was appointed
as the Managing Director of the
life division.

Clive Cowdery, Mike Biggs, Sir Brian
Wiliamson, Sir David Cocksey and
David Woods offer themselves for
election in accordance with the
Company's Articles of Association.
In addition, Paul Thompson retires in
accordance with the Company's
Articles of Association and offers
himself for re-etection. The Board
commend to shareholders the
election of all six directors whom
they regard as possessing the
requisite skills and attributes to
continue making significant

contributions in their respective roles.

Details of directors' interests in the
Company's shares are shawn in the
Remuneration Report. Qualifying
third party indemnity provisions were
put inte force during the course of
the year for the benefit of the
directors and directors of associate
companies in relation to certain
losses and liabilities which they may
potentially incur to third parties in the
course of their duties. Apart from
these indemnities no director had a
material interest in any contract of
significance to the Group's business
except for Clive Cowdery in his
capacity as Chairman of the not-for-
profit organisation, the Resolution
Foundation, which received a
£400,000 charitable donation from
the Company during the year.

Principal activities

Resolution ple (formerly Britannic
Group plc} and Resolution Life
Group Limited merged on

6 September 2005. Resclution plc
is the holding company of the
enlarged Group that specialises in
the ownership and administration
of closed life funds.

Resolution ple is organised into
three divisions being those of
life, asset management and
management services.

The life division comprises those
companies formerly owned by the
pre merger corporate entities.
The former Britannic Group plc

closed fund life companies include
Britannic Assurance plc, Alba Life
Limited, Britannic Retirement
Solutions Limited and Britannic Unit
Linked Assurance Limited, and since
April 2005, Century Life plc. The
closed life fund companies acquired
by Resolution Life Group Limited
prior to the merger which comprise
the Phoenix life companies, include
former companies of the Royal &
Sun Alliance Group and Swiss Life
(UK) Group.

The majority of the assets of the

life division are now managed by
the in-house asset managerment
division, Britannic Asset
Management (BAM). Additionally
BAM provides specialist pension
fund management on a peoled and
segregated basis and distributes a
range of unit trusts, ISAs and PEPs.

The management services division,
Resolution Management Services,
provides shared services across

the Group. It also provides
administration services to
policyholders on behalf of the
Britannic life companies and has
the ability to offer cost effective,
efficient policy administration
services to companies that wish to
exit or outsource the administration
of life and pensions business.
Qutsourced policyholder service
arrangements are also in place for a
number of policies written by the
Britannic life companies. All servicing




for Phoenix life company
policyholders is outsourced to
customer services operator Unisys
Insurance Services Limited.

Business review

The review of the business of the
Group, recent events and likely
future developments are contained
within the Chairman’s statement,
Group Chief Executive’s operational
review and financial review on
pages 4 to 23.

Acquisitions and
disposals

Cn 6 April 2005, the Group acquired
100% of the ordinary share capital
of Century Group Limited and

its subsidiaries for a total
consideration of £46.4 million
excluding acquisition costs.

On 6 September 2005, Britannic
Group plc {renamed Resolution plc}
completed a merger with Resolution
Life Group Limited effected by
Resolution plc issuing 164,248,733
new five pence ordinary shares in
exchange for the A, B and Founder
shares in Resolution Life Group
Limited. The fair value of the shares
issued amounted to £1,051.2 million,
based on the closing bid price on

5 September 2005 of 640p

per share. The total consideration
including costs was £1,080.1 million.

On 30 September 2005 the
Group acquired the assets and

liabilities of the UK life business

of Allianz Cornhill Insurance plc,

by way of a transfer under Part VIl
Financial Services and Markets Act
2000. The rights to the economic
benefits of this business had
previously been acquired under

a reassurance treaty, the initial

consideration totalling £116.7 million.

Further details are provided in
note 44 of the consolidated
financial statements.

Subsequent to the year end, on

31 March 2006 the Group acquired
from Royal & Sun Alliance Insurance
Group plc all the preference share
capital in Resolution Life Group
Limited for an aggregate cash
consideration of £100 million.

Further details are provided in
note 48 of the consolidated
financial statements.

Results and dividends

The results for the year are set out
on pages 62 and 63.

The directors recommend the
payment of a final dividend for the
year ended 31 December 2005 of
13.21p (2004: 12.4p) per share
which, together with the interim
dividend of 6.6p (2004: 5.45p) per
share paid on 21 October 2005,
represents a dividend for the year of
19.81p (2004:17.85p) per share.

The proposed final dividend, if
approved, will be payable on

2 June 2006 to shareholders on the
register of members ai the close of
business on 19 May 2008.

Creditor payment policy

The Group's payment policy in
respect of suppliers providing goods
or services is to either agree the
terms of payment with suppliers
when placing orders, or, where
appropriate, accept the suppliers’
standard terms and to pay in
accordance with its contractual and
other legal obligations. The Group
does not follow any code or
statement on payment practice, but
it is the Group’s policy to pay all of
its suppliers within 30 days of the
invoice date. As at 31 December
2005, the amounts owed to trade
creditors represented 27 days’
worth of goods and services
supplied to the Group (2004: 27
days). The Company had no trade
creditors as at 31 December 2005.

Statement of going
concern

After making enquiries the directors
have formed the view, at the time of
approving the financial statements,
that the Company and Group have
adequate resources to continue

in operational existence for the
foreseeable future. For this reason
the directors continue to adopt the
going concern basis in preparing the
financial statements.
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Corporate responsibility

Details on human resources and
environmental policies as well as
charitable donations and community
involvernent are provided in the
corporaie responsibility section on
pages 37 to 41.

Substantial
shareholdings

As at 7 April 2006, the Company
had been notified of the following
interests of, or in excess of, 3% of
its issued share capital.

Legal and General Group plc

Prudential plc

Perry Pariners International, Inc

Royal London Asset Management Limited
Clive Cowdery

Annual general meeting

The notice to shareholders
convening the annual general
meeting to be held at Haberdashers
Hall, 18 West Smithfield, London
EC1A 9HQ on Wednesday 24 May
2006 at 10.30am is set out on
pages 169 to 173.

Number of Percentage of

shares issued share capital

22,196,193 6.14%
19,964,298 5.52%
14,297,609 3.96%
13,856,199 3.84%
10,839,535 3.00%

Auditors

A resolution for the appointment of
Ernst & Young LLP as auditors of the
Company and authority for the
directors to set their remuneration
will be proposed at the annual
general meeting.

By order of the Board

Philip Griffin-Smith
Company Secretary

12 April 2006

__




Lorporate governance

The Board of directors fully
supports the principles of
corporate governance and
the code of best practice
contained in the Combined
Code on Corporate
Governance published in
2003 by the Financial
Reporting Council. The
Board further supports the
additional measures
required by the Turnbull
Report on internal control.

This statement, together with the
Remuneration Report, explains how
the Group has complied with the
governance principles as set out in
section 1 of the Combined Code.

The Group is committed to
maintaining a sound governance
framework through which the
objectives of the Group are set

and the means of attaining these
objectives and monitoring
performance is determined. Prior to
the merger both Britannic Group plc
and Resolution Life Group Limited
had sound governance frameworks
and approved sets of policies to
which they adhered.

Following the September 2005
merger, a comprehensive review
of board control processes and
high level corporate policies was
undertaken to ensure that the
enlarged Group would have a

governance framework which
was fit for its future purposes.
The Board approved a new Board
Controls Manual prior to the end
of 2005 and has subseguently
approved a new set of policies
covering the most significant aspects
of Group governance and activity.
Remaining policies and detailed
procedures will continue to be
implemented during 2006 as the
Board completes its review.

Board of directors

The Board maintains overall
responsibility for the governance of
the Group. In particular the Board,
led by the Group Chairman:

* gstablishes strategic objectives
and a set of corporate values
that are communicated throughout
the Group;

* sets and enforces clear lines of
responsibility and accountability
throughout the Group;

¢ ensures that Board members and
senior management are qualified
for their positions, have a clear
understanding of their role in
corporate governance and are
able to exercise sound
independent judgement about
the affairs of the Group;

* ensures that there is appropriate
oversight of the Group's activities
by senior management;

« effectively utilises the work
conducted by internal and
external auditors, as well as other
control functions, given their
critical contribution to socund
corporate governance;

* ensures that cocmpensation
palicies and practices are
consistent with the Group’s ethical
values, objectives, strategy and
control environment; and

* conducts corporate governance
in a fransparent manner.

In reviewing the Group's overall
corporate governance arrangements
the Board also gives due
consideration to balancing the
interests between palicyholders,
shareholders, employees and the
wider community.

In line with the requirement of
sound corparate governance, thera
is a formal schedule of matters
specifically reserved for the Board’s
decision. These include approval of
the Group's long term strategy and
business plan, annual operating and
capital expenditure budgets and
regular review of the Company’s and
its divisions' performance in the light
of the Group's strategy, objectives,
business plans and budgets.

Terms of reference for the Board,
together with those of its
committees are formally
documented and updated as
necessary. These include the
principal delegated authorities

Resolution



LOorporale governarice
(continued)

to management to implement
strategy, monitor regulatory and
reporting requirements, approve
accounts and budgets and to
manage the day to day operations
of the business. The Board is
also responsible for ensuring
maintenance of a sound system
of internal control and risk
management, the approval of any
changes relating 1o the Group's
capital structure and approval of
major changes to the Group’s
corporate, management and
control structure.

The Board met thirteen timas during
the year, three of which were
specifically convened to consider
and conclude the merger between
Britannic Group plc and Resolution
Life Group Limited (RLG). The Board
currently comprises an executive
chairman, two further executive
and seven non-executive directors.
The non-executive directors, all of
whom the Company determines to
be independent, play a full role in
constructively challenging and
developing strategic proposals

as well as chairing and being
members of various Board
committees. Thay similarly
scrutinise management
perfarmance, financial controls
and systems of risk management.
There is a clear documented
division of responsibilities between
the Chairman and Group Chief
Executive, details of which are set
out on the Group website.

The directors believe that Clive
Cowdery's experience and sirong
track record in the closed life funds
sector and his past experience as
Chief Executive of RLG provides
continuity to the continuing BLG
business and expertise to the
enlarged Group. The Board therefore
believe his appointment as Chairman
to be in the best interests of the
enlarged Group notwithstanding that
he did not meet the Combined Code
definition of independence upon
appointment due to his previous
position at RLG and also his
shareholding in the Company.

The Combined Code alsc
recommends that the Board
appoint one of its independent
non-executive directors to be

the senior independent directer.
This director is available to
shareholders should they have
concerns which contact through
the normal channels of Chairman,
Chief Executive or Finance Director
has failed to resolve or for which
such contact is inappropriate.
This role and that of Deputy
Chairman was fulfilled by David
Allvey prior to completion of the
merger and by Malcolm Williamson
thereafter. Notwithstanding the
fact that Malcolm Wiliamson was
until comgpletion of the merger
the indegendent non-executive
Chairman of Britannic Group plc,
the Board determined that his
independent character and
judgement are maintained, his
original appointment to the Board
having been in March 2002,

Company Secretary

All directors have access to the
Company Secretary whose role
includes ensuring that Board
procedures and regulations are
followed. The Company Secretary
together with the Group Legal
Director and Group Risk, Audit

and Compliance Director is also
responsible for advising the Board
as a whole, through the Chairman,
on all corporate governance matters
and assisting the Chairman in
assessing what information is
required by the Board and in
providing an induction programme
for new directors. The appoiniment
or replacement of the Company
Secretary is a matter reserved for
Board decision.

Directors’ evaluation
and training

Ongoing evaluation and training
requirements are identified by means
of a formalised self-assessment
process. This process, based on
self-assessment questionnaires,

is designed to appraise the
effectiveness of the Board as a
whole, its committees and individual
directors. Due to the necessary
focus on the merger and
consequent changes to direciors in
September 2005, the evaluation was
undertaken at the end of the year.

Specific training requirements of
directors are met either directly
or by the Company through
awareness sessions which have
included those held on European




Embedded Value methodology,
reporting in accordance with
International Financial Reporting
Standards and the new Listing,
Prospectus and Disclosure Rules.

Board succession planning is
kept under review by the
Nominations Committee.

Board committees

The number of full Resolution plc
Board and committee meetings
attended by each director during
the year is as set out below.

Attendance at meetings

Audit, Risk and
Compliance Committee

During the year the Audit, Risk and
Compliance Committee met six
times. Prior to completion of the
merger the committee comprised
David Allvey, Aram Shishmanian
and Paul Spencer. Following
completion it comprised David
Altvey, Sir Brian Williamson, Malcolm
Willamson and David Woods.
David Allvey, a past member of the
UK Accounting Standards Board,
chaired the committee throughout
the whole year.

The committee is constituted
formally with written terms of
reference, available on the Group
website and assists the Board in
meeting its responsibilities in respect
of the system of risk management
and internal control, external financial
reparting and all regulatory and
compliance matters. Thig is
facilitated by the committee receiving
reports on ongoing activities from
the finance, risk, internat audit,
compliance and legal functions.
Relevant executive and senior
management as well as the external
auditors are invited to attend as

Audit, Risk and

Group Board Compliance Committeg Ramuneration Commitiee Nominations Committee

Pre merger Post merger Pre merger Post merger Pre merger Post merger Pre merger Post merger

David Allvey 81{9) 24 4{4) 2{2) 33 n/a 0(0) a1y
Mike Biggs n/a 4 (4) n/a n/a n/a na n/a na
Sir David Cooksey nfa 4 (4} n/a n/a n/a 2 {2} n/a 1 (1}
Clive Cowdery n/a 4{4) n/a n‘a n/a n/a n/a n/a
Aram Shishmanian 8(9 4{4) 34 n/a 33 24{2) () 1{
Paul Spencer 89 24 4 (4) nfa 33 1(2) 00 na
Paul Thompson 9(9) 4 (4) n/a n/a na n/a n/a n‘a
Sir Brian Williamson nfa 24 n/a 2{2) n‘a n/a n/a 1 (1}
Malcolm Williamson 99 4 (4) n/a 2() n/a 22 0 na
David Woods n/a 34 n/a 22 n/a 2{2) n/a n/a

Figures in brackets indicate maximum number of meetings in the period in which each individual was a Board / committee
member. Pre merger Board meetings inciude three meetings specifically convened in refation to the merger which completed on

6 September 2005.
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appropriate. The external auditors,
Group Risk, Audit and Compliance
Director, Group Legal Director and
the heads of risk and internal audit
services and compliance and legal
officers have direct access to the
committee Chairman without the
presence of the executive directors
for independent discussions.

The committee may examine any
matters relating to the financial and
compliance affairs of the Group and
the Group's internal and external
audits. This includes keeping under
review the scope and results of the
external audit and other services
provided by the auditors and their
effectiveness, independence and
objectivity. The Group cperates a
formal policy on the provision of
non-audit services by the external
auditor {o ensure transparency and
that such matters do not impair the
judgement or independence of the
auditors. This includes consideration
of whether the skills and experience
of the audit firm make it the most
suitable supplier of non-audit
services as well as the nature of
the work, the fees and their relation
to the total audit fee. Any material
non-audit services require the
committee's formal approval.

The Audit, Risk and Compliance
Committee also considers and
reviews cther risk management or
control documentation, including the
Group's policy on whistleblowing,
fraud prevention and the results of
internal and external audit and

compliance as well as legal reports
or management letters. On an
annual basis the committee
considers and makes a
recommendation to the Board as

to the appointment, re-appointment
or removal of the internal and
external auditors. Following a formal
tender process at the time of the
merger it was determined to appoint
Ernst & Young LLP as Group
auditors, having previousty been

the auditors of Resolution Life
Group Limited. A rasolution
proposing their appointment

will be put to shareholders at the
forthcoming annual general mesting.

Remuneration
Committee

buring the year the Remuneration
Committee met five times. Prior to
completion of the merger the
committee comprised Paul Spencer
(Chairmanj, David Allvey and Aram
Shishmanian. Following completion
it comprised Sir David Cooksey
{Chairman}, Aram Shishmanian,
Paul Spencer, Malcolm Williamson
and David Weads.

The committee is constituted
formally with written terms of
reference available on the Group
website. The committee assists

the Board in discharging its
rasponsibilities in relation to
remuneration, including determining
the individual remuneration and
benefits of each of the executive
directors in accordance with the

Company’s policy for executive
remuneration, and making
recommendations and maonitoring
the specific remuneration packages
of senicr management below
Board level. It is also responsible
for approving the overall
remuneration policy in relation to

all other employees.

Nominations Committee

Prior to completion of the merger
between Britannic Group plc and
Resolution Life Group Limited the
Nominations Cormmittee comprised
Malcolm Williamson {Chairman),
David Allvey, Aram Shishmanian and
Paul Spencer.

Following completion the committee
comprised Sir Brian Williamson
(Chairman}, David Allvey, Sir David
Cooksey and Aram Shishmanian.
The committee is constituted
formally with terms of reference,
available on the Group website and
mef once in the year.

The committee assists the Board

in discharging its responsibilities
relating to its structure, size and
composition, including the skills,
knowledge and experience, required
of its members. It is also responsible
for consideration of succession
planning for directors and other
senior management, identifying

and nominating for approval by

the Board suitable candidates to

fill Board vacancies as and when
they arise.

|




All directors appointed by the Board
are required to submit themselves
for reappointment at the next annual
general meeting. In addition, the
Articles of the Company require the
directors to submit themselves for
re-election to the Board at least
every three years.

Group Executive, Risk
and Capital Management
Committees

These three'committees are not
Board committees but are
established through the authority
delegated to the Group Chief
Executive.

The Group Executive Committee,
chaired by the Group Chief
Executive, meets monthly and also
camprises the Group Finance
Director, the three divisional
Managing Directors and the Group
Chief Actuary & Head of Corporate

' Development. This committee

assists the Group Chief Executive
in developing strategy, challenging
and reviewing business plans

and performance for uttimate
consideration by the Board.

The Group Risk Committee chaired
by the Group Chief Executive,
meets monthly and also comprises
the Group Finance Director and the
Group Chief Actuary & Head of
Corporate Development. This
committee assists the Group Chief
Executive in the formulation of the
Group's overall risk appetite,
tolerances and strategies for
managing all significant financial and

non-financial risks facing the Group.
The Group Capital Management
Committee, chaired by the Group
Finance Director, also comprises the
Group Chief Executive, Group Chief
Aciuary & Head of Carporate
Development and the Group
Financial Controller. The committee,
which meets quarterly, advises the
Group Chief Executive on all agpects
of the Group's capital and solvency
capital management as well as
monitgring implementation and
management of related Board
approved strategies and policies.

Directors’ remuneration

Details on remuneration policy,
service contracts and remuneration
of directors are provided in the
Remuneration report on pages 42
to 50 which has been prepared
pursuant to the Companies

Act 1985,

Investor relations

The Group operates an active
investor relations programme to
ensure that senior management
meet regularly with major
shareholders, potential new investors
and market analysts to discuss
financial performance and strategy.
The Board will consult with major
ingtitutional shareholders and
representative bodies such as

the ABI and NAPF on substantive
issues and takes regard of
institutions' corporate governance
guidelines. To keep appraised of the
stockmarket's views of the Group,

research from market analysts is
distributed to the Board together
with @ monthly summary of

institutional investors’ views.

The Group alse communicates with
private and institutional shareholders
through its annual general meeting
and the interim and annual reports.
Shareholders may also access the
Group’s website at

www. resolutionplc.com which
contains links to investor and
corporatg information, including
access to live webcasts of results
meetings and presentations on the
Group by senior management.

Votes reprasenting some 70% of
issued share capital were cast at

the 2005 annual general meeting

of which votes in favour of the
resolutions varied from 94% to 99%.
At the extraordinary general meeting,
held on 26 July 2005, votes
representing 65% of issued share
capita! were cast with votes in favour
ranging from 98% o 99%.

Responsibilities as
institutional
shareholders

As a major institutional shareholder
itself, the asset management division
on behalf of the Group continues

to exercise its responsibility as a
shareholder by using its voting rights
and seeking regular contact with the
management of those companies

in which it is invested. Investment
managers at Britannic Asset
Management with responsibility for
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some £35 billion of funds, as part
of their stock selection process take
into account any factor that might
have a bearing on performance
including socially responsible
investment issues. If a company
has a poor social, environmental
or ethical record and the relevant
investment manager considers that
this is likely to adversely affect its
financial performance, the stock
would not be included in portflios,

Accountability and audit

The responsibilities of the directors
and auditors in relation to the
financial statements are set ocut on
pages 51 and 137 and pages 52
and 138 respectively.

Risk management and
internal control

The enlarged Group has
implemented processes and
structuras to support the effective
management of risk.

As outlined above, clear Board and
Board sub-committee structures,
membership and terms of reference
have been implemented. These are
being adopted by all divisions within
the Group and fully comply with the
Combined Code.

The Board recognises its overriding
responsibility to ensure that high
standards of corporate governance
apply throughout the Group. It seeks
to deliver continuous improverment
in the governance policies and
practices in operation, important

strands of which relate to risk
management and internal control.
The Audit, Risk and Compliance
Committee has clear terms of
reference which outline its
responsibility to review, on behalf of
the Board, the key risks inherent in
the business units and the systems
of control in place to mitigate these
risks. These duties include:

+ As a minimum, an annual review
of the effectivenass of the Group’s
system of internal control and risk
management and the preparation
of a report on these matters to
the shareholders:

Reviewing the Group's governance
strategy and recommending how
changes in guidance, legislation and
regulation should be implemented;

Reviewing, and where relevant
approving, the remit of internal audit
across the Group, internal audit
plans and findings and the
appropriateness of management's
response to internal audit
recommendations;

s Reviewing the effectiveness of the
Group’s policies and procedures
for the management of risk and
receiving regular reports highlighting
material strategic, external,
operational and financial risk
matters and how those risks are
being managed throughout the
Group. This includes any materia!
legal or regulatory proceedings 1o
which the Group is a party; and

* Reviewing and approving the
compliance function’s strategic and
operational plans and receiving
reports on material compliance
issues and management’s response
to these issues.

The directors are responsible for the
Group's system of risk management
and internal control, including
financial, operational and compliance
controls, and for reviewing its
sffectiveness. Due to the limitations
that are inherent in any system of
internal control, it is designed to
manage rather than eliminate risk
and can provide only reascnable
and not absolute assurance against
material mis-statement or loss.

In assessing the business risks the
directors take into account any
benefits that may accrue from rigk
acceptance before making a
commercial decision to ensure that
risks are commensurate with the
anticipated returns.

Systems of internal control have
been developed to manage the
Group’s business risks. Business
risk and the effectiveness of internal
control are reviewed frequently by
directors throughout the Group,
including significant assessment
activity subsequent to the merger.
Weaknesses identified during the
course of these reviews have been
incorporated into action plans to
deliver improvements. None of the
weaknesses identified have given
rise to material loss, contingency or
uncertainty that requires disclosure.




The Group has established
independent risk management
functions which are responsible for
the development and implementation
of enhanced risk identification,
assessment, management and
reporting processes.

A consistent frammework for risk
management across the Group
enhances the internal control
environment. The framework requires
more thorough identification and
analysis of risk and a common basis
from which significant risks can be
managed and reported to the Board,
allowing comparability across the
Group. The assessments also
provide a key input, where relevant,
to the Group and subsidiary risk
based capital calculations.

The significant control elements of
risk management that operate
across the Group include:

* Delegated authorities to respective
divisional managing directors
to manage and operate thair
businesses but only within the
limits and policies set by the
Group Board;

* Regular mestings of the Group
and subsidiary executive teams
to manage business activities
and risks;

* Risk Committees, which meet
at least four times a year and
comprise the executive teams

have been established at Group
and divisional level. These
commitiees monitor and review
information from the Group’s
risk management processes
and report their findings to the
divisional Audit, Risk and
Compliance Committee

and, through the Group Risk,
Audit and Compliance Director,
to the Group Audit, Risk and
Compliance Committee;

A consistent Group-wide
methodology for the identification,
assessment, management and
reporting of risk that includes

a high-level framework for the
management of key risks within
each business unit. This approach
is supported by a more detailed
operational risk self-assessment
process that requires monthly
assessment of operational and
internal contrel risks. The findings
from these frequent assessments
are reported to senior
management. During 2006

the Group will complete the
implementation of an operational
risk application, covering all
divisions, which will provide
further assurance over the
operational risk and internal
control environment; and

The application of deiailed
modelling techniques to analyse
the financial position and the
sensitivity of the Group to
economic and business scenarios,

in particular through developing
approaches to the calculation of
risk based capital and the support
for the FSA's Individual Capital
Assessment process.

The Group maintains internal audit
and compliance functions with
specific responsibilities tc audit

and review risk management and
internal control processes and
structures across the whole Group.
These review and audit programmes
are based on assessments of the
risk profile of the Group and
subsidiaries and resutts are reported
formally to executive management
and the Audit, Risk and Compliance
Committees. The Group Risk, Audit
and Compliance Director reports to
the Chairman of the Group Audit,
Risk and Compliance Committee in
refation to risk management, internal
audit and compliance issues, in
addition to the Group Finance
Director. The heads of the
compliance functions for each
division report directly to the
chairmen of their relevant Audit,
Risk and Compliance Committees
and to senior executives within

each subsidiary.

Management is responsible for
ensuring that sufficient control
procedures exist in relation to
transaction processing and other
business activities to manage
risk effectively. The additional
elements of the internal control
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structure which allow the directors
to be confident that key risk areas
are being effectively managed
include the following:

* Processes are in place at Board
level to ensure that strategy is
focused, remains clear, can
accommeodate internal corporate
restructuring and can respond
to the corporate development
of competitors;

* The life division has established
committees to review investrment
strategy, asset and liability
management, investment
performance and the performance
of asset managers. These
committees, which ensure the
appropriate implementation of
investrnent and credit risk policies,
report to the divisional executive
management team;

* A formal function and governance
process has been established for
the close and regular monitoring
of the Group’s cutsourcers, in
particular in relation to policyholder
administration activities. This
includes monthly review mestings
with outsourcers to review
performance and adherence to
service level agreements;

» The Group uses derivatives, where
appropriate, for the purposes of
efficient portfclio management and
to mitigate the risk of adverse
market movements. The Group
has policies in place in relation to
such transactions and robust

approval procedures. The Group
does not sell derivatives to any
third parties;

There are detailed control
procedures in place at the life
and pensions business units
surrounding underwriting risk
and reassuring that risk.
Underwriting practices and
reassurance treaties are subject
to regular reassessment, review
and monitoring. Specialist
actuarial resource has been
allocated to further developing
insurance risk management;

* Detailed plans, budgets and key
performance indicators aligned
with corporate strategy are
developed and monitored by the
boards and executive committees
of each operating subsidiary on a
regular basis. Key performance
indicatars cover all aspects of
each business unit including
customer service, human
resources, technology, products
and sales and marketing; and

* The Audit, Risk and Compliance
committee responsible for each
business division within the Group
receives regular reporting on
internal controls and on
compliance with all key regulation
and legislation to which the
business division is subject.

The Group Risk, Audit and
Compliance Director is responsible
for ensuring that the Group has
appropriate insurance cover 10

mitigate certain risks that have been
identified. On the merger of Britannic
Group plc and Resolution Life Group
Limited a full review of the Group’s
insurance broking arrangements and
of insurance covers was conducted
to ensure that the covers purchased
fully reflect the most recent changes
in the Group's business risk prafile.

The risk management processes
and internal control environment
described above have been in
place for the yvear under review
in Resolution pl¢ including, from
6 September 2005, the enlarged
Group. These processes are
subject to continual review and
enhancement and, as noted above,
further developments will be
implemented during 2006.

Combined Code
compliance

The Company complied with

the provisions set out in section 1

of the Combined Code throughout
the twelve months ended

31 December 2005 save for one
itemn of non-compliance detailed
above, being that of Clive Cowdery's
non-independent status upon
appointment as Chairman.
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In setting its corporate
standards, Resolution takes
account of the significance
of social, environmental
and ethical matters.

Any such matters of
significance are afso
addressed through the
Group's risk management
framework which considers
operational and reputational
risks as well as those

of a legal, regufatory

and financial nature.

The Group’s corporate
responsibility policy is
supported by more detailed
policies on such issues as
human resources, health
and safety and the
environment.

Resolution plc, formerly Britannic
Group plc, is an original constituent
member of the FTSE4Good index
and the Kempen/SNS Smaller
Europe SR (socially responsible
investrnent) index.

Resolution is corrimitted to being

a responsible member of the
various communities in which it
operates and recognises i{s
obligations to all its stakeholders
including policyholders, shareholders
and employees. The Board has
designated the Group Chief

Executive with specific responsibility
for corporate responsibility

issues, supporied by the

Company Secretary.

Following the merger, Resolution
has developed a set of values that
underpin the way the Group works
internally and how it interacts with
its stakeholders. These values are:

Fairness - We are honest and
transparent with each other and
our custorers. We treat all our
stakeholders fairly and we act to
the highest standards of integrity.

Ownership - We take responsibility
for all our tasks, we own the
corporate strategy and are
empowered {0 do so.

Teamwork - We work as a team,
sharing information and tasks and
we nurture our talent.

Dedication - We are dedicated
to success, 10 being the best

in our sector and to beating

the competition.

Human resources

The Group fully recognises both

the value and significant contribution
its employees are able to make

to the current and future success
and growth of the business.

Group Human Resources {HR)
policies are therefore aligned to the
business, the employees' needs,
the regulatory environment and
stakeholder expectations.

The stated HR strategy is to
“enable the organisation to optimise
the contributions of its people”.

To this end, the Group HR function
provides HR Business Partners to
all divisions to deliver a full range
of HR services. Group-wide
approaches to HR issues are
adopted where this supports the
development of a single employer
brand, where this improves
operational effectiveness and
where Group capability can be
improved by common development
and reward practices.

Robust frameaworks have been
developed for a wide range of
people processes, including
recruitment, reward, learning and
development, the establishment
of employee competence and
performance management. All our
people policies aim to meet the
expectations of our employees,
stakeholders and the regulator.

Employment policy
Resolution is committed to creating
an environment in which all of its
people feel fully able to contribute
to the future success and growth of
the business.

The Group wishes to be considered
an employer of choice with a
commitment to recognising, retaining
and appropriately rewarding its staff.
To help the Group achieve this, the
HR function aims to deliver robust
and value-enhancing people

Resolution




38

LOrporatle respolisiviiy

(continued)

frameworks and benchmarks itself
against other companies to ensure
best practice.

Within the Group, trade unions and
elected bodies are recognised for
consultation and negotiation
purposes with clear documented
procedures and palicies surrounding
these. In addition to this, a
meaningful commitment is made to
employee communication with
several forums and communication
channels being maintained 1o ensure
all employees are regularly updated
on business progress.

Throughout the Groug a variety of
informal and formal means are used
to gain feedback from employees.
During the year confidential
questionnaires providing anonymity
of response were used to gather
staff views on a nurmber of cultural
and similar issues.

At Wythall 77% of office based staff
participated with analysis of the
results being undertaken by an
external agency and at Liverpool
the response rate was 58% overall.
The full results of the surveys were
made available to all staff, and at
Wythall employses were invited

to attend presentations covering

a summary of the results for

their team.

Through the surveys and at the
resulting presentations, a number
of areas for {urther focus were
identiffed - reward and recognition,

management and career
opportunities and development.
These are being addressed through

an HR business change programme.

A survey of employees in the
enlarged Group is planned for the
autumn of 2008.

All employment and training policies
are fully compliant with appropriate
UK employment legislation and
regulatory obligations. HR practice
is audited regularly and is reviewed
at Board level.

Resolution is an equal opportunity
employer and encourages, through
the ongoing development of its

HR policies, the recruitment and
retention of a fully diverse workforce.
‘Famity-friendly’ policies are also in
place to encourage flexible working
and are consistent with the need 1o
maintain effectiveness and levels of
customer service. Many of these
arrangements improve upon current
legislative requirements.

Full and fair consideration is given
to applications from, and the
continuing employment and training
of, disabled people.

Where the Group finds it necessary
to make redundancias, for example
as a result of its acquisition strategy,
Resolution’s approach to managing
such situations is to seek to meet or
improve on best practice. Included
in this approach is full consultation
through recognised Trade Unions

or glected consultative groups,

enhanced redundancy terms
incorporating statutory minimum
requirements and appropriate
counselling or outplacement support
provided by an external supplier.

In addition, every effort is taken to
reduce the impact on the
established headcount. Vacancies
are frozen wherever possitle, the
need for temporary staff is reviewed
and redeployment encouraged and
supported with trial periods, training
and development.

Human capital metrics are produced
within the Group to support the
effective management of staff. This
incorporates a number of people-
related measurements, such as
‘turnover’, headcount and absence
to identify trends and patterns.

Recruitment

The Group is commitied to providing
its custorners with the very best
investment advice, maintaining the
reputation for financial integrity and
complying with alt legal and
regutatory requirements. This
includes meeting the rules of the
FSA when appointing people to
certain customer facing and back
office role positions and some senior
management roles. Every divisional
Managing Director is responsible for
understanding the FSA requirements
relating to recruitment and applying
them in the division as necessary.

In order to provide assurance that
the Group is complying with legal
and regulatory reguirements and




internal policies, appropriate
documentation is retained within
the guidelines of the Data Protection
Act to ensure that the recruitment
process is compliant.

The Group Human Resources
Director is responsible for developing
people planning processes that
ensure the right people, based on
skills and capabilities, are in place

to meet current and anticipated
business needs.

Learning and
development

The Group is committed to the
provision of appropriate learning and
development for both regutated and
non-regulated positions. Individual
training needs are linked to the
achievement of agreed business
objectives and are met through a
variety of training interventions.

A set of organisational competencies
has been developed and should

be used by all managers and
employees to assess their training
and development requirements,
linked to the achievement of
business objectives.

The Group has formal Training

and Competence Schemes which
are regularly monitored by the
Training and Competence Manager
and directed by a Corporate
Governance Forum. In addition, all
regulated overseers have formal
competence trackers.

Succession planning

Whilst a corporate overview is
maintained by the Group Chief
Executive and the Group Human
Rescurces Director, succession
planning is managed by the
divisional Managing Directors and
plans are maintained for key roles
within the divisions.

It is the responsibility of the Group
Human Resources Director to ensure
that individuals who have been
identified as possible successors for
senior Group roles and key specialist
Group roles have an up to date
development plan and track
performance against the
development plan.

Reward policy

Reward strategies are linked to
market comparators, personal
performance, location and overall
Group performance.

In addition, Resoluiion adopts a
‘total reward’ approach which
considers both financial and non-
financial elements of valuing the
contributions of employees.

In general the policy across the
Group is typified by market median
reward for median performance

as benchmarked against the
appropriate sector and the use of
fixed and variable reward elements
that encourage greater reward for
higher performance.

Differing pensions arrangements
exist across the Group with both
defined benefit and defined
contribution schemes, the former

of which are generally closed to

new entrants. A stakeholder scheme
is also available to those employees
who are gligible.

Health and safety policy

Resolution aims to achieve best

practice in all areas of health and
safety, recognising that the Group
Board as a whole has a collective
role in providing health and safety
leadership throughout the Group.

On behalf of the Board the Group
Chief Executive is responsible for
setting the overriding Group health
and safety goals within which
operating company policies are 1o
operate and for reviewing progress
on achievement of goals. The Group
complies with the Health and Safety
at Work Act 1974 and all staff are
given basic health and safety
information upon starting
employment. Training is given not
only to comply with minimurm
statutory requirements but alsc to
secure a continuing safe and healthy
working environment for employees
and all those who may be affected
by the Group’s activities. tnduction
training covers fire procedures, first
aid and accident reporting and as far
as appropriate for an office based
concern, instruction under the
Control of Substances Hazardous to
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Health regulations and in the use of
personal protective eguipment.
Particular attention is focused upon
providing guidance in the usage of
visual display screen equipment and
workstation layout.

During the year Britannic Asset
Management again achieved a
maximum five star award in health
and safety from the British Safety
Council. A bronze Scottand’s Health
at Work award was also won by the
company during 2005,

Community relations and
charitable donations
Resolution is committed to playing
an active role in the wider
comimunity through sponsorship,
supporting local initiatives and
charitable donations. Offices are
encouraged to identify and support
such events and causes as they
deem appropriate through various
means, including the enabling of
employees on an ad hoc basis

to take reasonable time off to
support such initiatives and the
provision of financial contributions
to charitable causes supported by
employees' generosity.

Project Ability is @ community
based initiative, established in 1984,
The Glasgow based scheme aims
to encourage and develop the
artistic talents of those with special
needs, assisting them in taking an
active part in local and international
arts events. Britannic Asset
Management is in its ninth year

of sponsorship of this project.

The project has provided funding
and assistance to allow many new
artists from socially excluded
backgrounds to exhibit their works.

2005 was also the ninth successive
year that Britannic Asset
Management was the main sponsor
of the Glasgow Women’s 10k Road
Race. The 2005 race was the
biggest to date attracting some
12,500 runners with over £1 million
being raised for worthy causes as a
result. Britannic Asset Management
will continue 1o sponsor the svent for
a further three years from 2006
through to 2008.

At the life division’s Wythall office
efforts continued to build on
involvement with the local
community. A specific partnership
approach has been developed with
two secondary schools whereby
assistance is given in the form of
carrying out mock interviews and
contributing generally to the
transition from school to working life.
Resolution also participates in the
Young Enterprise programme in
which volunteers from the local
business community act as mentors
to a group of sixth farmers who set
up and run a real businass for an
academic year. In addition,
Resolution has provided work
experience placements to schools,
including Queen Alexandra College
in Birmingham which is a college for
people with visual impairment and
other disabilities.

During the year £47,235 (2004:
£65,068) was donated by Resolution
companies for charitable purposes.
A significant proportion of this sum
was again given to national charities
involved in medical research into

" life threatening diseases. During

the year Resolution afsc made a
£400,000 charitable donation to
the not-for-profit organisation, the
Resolution Foundation. The purpose
of the Foundation, which was
established by Resclution chairman
Clive Cowdery, is to carry out
research into the financial decisions
made by, and the financial advice
available to, people on limitea
incomes, and to provide education
on financial matters and the making
of responsible financial decisions.

Employee charity consultative groups
were established during the year with
responsibility for co-ordinating
employee fundraising and reviewing
requests from employees to support
specific charities.

Such fundraising events organised
by staff have included raffles,

dress down days and various
competitions. During the year a total
of £19,521 was raised by employees
around the Group. In addition, on
the evening of 15 March 2005, the
life division's call centre at Wythall
was used to take donations to
Comic Relief with staff volunteers
manning the phones.

No political donations are made.




Environment

Resolution comprises office
based businesses with relatively
low direct environmental impacts.
The environmental programme is
therefore focused on improving
resource use efficiency to protect
the environment and reduce

operating costs.

Collection systems are in place and
recycle waste paper, cardboard,
cans and plastic botiles, disused
fluorescent light tubes and
photocopier toner cartridges. In
addition, during the year the Wythall
catering team reduced non-food
waste by more than 80%.

Energy consumption levels are
monitored in order to control energy
usage, with regular reviews for
example of lighting levels in non
essential areas where this has been
safe to do s0. The provision of a
local staff bus service for the Wythall
office helps reduce pollution by
providing an alternative to travelling
to and from work by car. Gas and
air conditioning contracts are
wheraver possible placed with
providers operating a refrigerant
gas reclamation policy. Enquiry is
also made of any new contract
supplier as to whether they have
and operate an environment policy
and management system.

During 2005 the Wythall site entered
the British Trust for Ornithology-
Hansen Business Bird Challenge
and was awarded first place in

the conservation category for
commaercial sites. The BTO-Hanson
Business Bird Challenge is a unigue
partnership between businesses, the
BTO and local communities which
encourages biodiversity on business
and industrial sites. Other projects
carried out as part of this initiative
have included the installation of
nesting boxas for birds, bats, ducks
and hadgehogs around the grounds,
a new wildflower meadow, beehive
and hibernation and nesting boxes
for bees, lacewings, ladybirds and
butterflies. An annual butterfly

and moth count for Butterfly
Conservation was also undertaken,
recording the number and species of
butterflies and moths seen on site.
Results show that over the last four
years there has been an increase in
species and their numbers.

During 2006 work will be undertaken
to enhance planting within the
grounds and to provide additional
signage to emphasise the
conservation area.
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The Resolution
Remuneration Committee
determines overall pay
policy, the remuneration
packages and service
contracts of the Chairman,
of individual executive
directors and their direct
reports, and of the
managing directors of the
Group’s life, management
services and asset
management divisions.

This report has been
prepared in accordance
with the Companies Act
1985 as amended by the
Directors’ Remuneration
Reguiations 2002. It also
describes how the
principles of the Combined
Code on Corporate
Governance are applied by
the Company in relation to
directors’ remuneration and
sets out the remuneration
policy for the year ended
31 December 2005 and the
current financial year.

Remuneration
Committee

Details of the composition of the
committee, all of whose members
have been determined by the
Company to be independent, are
given on page 32. The Chairman
and Group Chief Executive may
be invited to attend meetings but
are not present when their own
remuneration is discussed.

During the year the Group Human
Resources Director presented
recommendations to the committee
on remuneration levels, including
bonuses, in conjunction with
external advice commissioned

by the committee directly from
remuneration consultants Hewitt
Associates and New Bridge Street
Consultants LLP {(NBSC} and the
law firm Pinsent Masons. During
2005, NBSC, which has provided
no other services to the Company,
were appointed as remuneration
consultants by the committee

in place of Hewitt Associates.

The latter continue to act as

the Group pensicn scheme
administrators and pensions
consultants as well as providing
actuarial and technical advice to
the Group's pensions review unit.
The Company Secretary is secretary
10 the committee.

The terms of reference of the
committee and the terms of
engagement between the Company
and NBSC are available on the
Company’s website.

Remuneration policy

It is the Group’s policy to recruit

and retain high calibre executives.
An annual review of remuneération

is undertaken to ensure reward
levels are appropriate to the duties
and responsibilities of the roles.

This includes attaining a suitable
balance between fixed and variable
performance related elements of
pay. As such, policy has been to
gradually enhance variable pay to
reward significant performance
against challenging objectives.

In determining salary levels for
executives, due regard is given 1o
external market data concerning

all elements of remuneration, to
comparisons across the financial
services sector and with similar sized
companies ranked 51 to 150 within
the FTSE all-share index and to pay
and employment conditions
generally within the Group. The
comparisons used are all generally
related to market reward levels.

In reflecting the new corporate
structure, the policy takes due
regard to appropriately match
remuneration to the objectives of the
respective divigions within the Group.

Short term and long term incentives
are directed to providing incentives
to executives to respond to the
challenges of the changing financial
services market as well as increasing
regulatory control and supervision.
Accordingly, the incentives have
been directad towards a
combination of internal measures
aimed at delivering change in line




with the corporate strategy and
giving emphasis to regulatory
compliance and external measures
that recognise the enlarged Group's
increased size, raised profile and
responsibilities to customers,

Annual bonuses are refated to
internal cost and profit targets
together with business aligned
challenging personal targets. Long
term incentives have their
performance targets related to
external factors based on either
performance against comparable
FTSE companies or embedded
value per share.

Annual bonuses and long
term incentive rewards are
non-pensionable.

In formulating and reviewing its
policy the committee follows the
provisions of schedule A to the
Combined Code and seeks to align
pay with shareholder interests.

Remuneration

Basic salary

The committee normally reviews
salaries annually, taking into account
individual and Group performance,
the scope and nature of the specific
role, remuneration policy within the
Group and known salary levels in
comparable companies.

At the merger on 6 September
2005, the basic salaries of the
executive directors were set at
£525,000 for the Group Chief

Executive, Paul Thompsen, and
£375,000 for the Group Finance
Director, Mike Biggs and an cverall
salary of £15,000 was set for the
Group Chairman. The next salary
review for the executive directors
is due on 1 January 2007.

Paul Thompson's, Mike Biggs' and
the former Group Finance Director’s
(Graham Singleton’s) remuneration
also includes a non-pensicnable car
cash allowance which is paid
monthly. In place of a car allowance,
the Group provides Clive Cowdery
with a car and chauffeur as and
when requested during the working
week. Non-pensionable benefits in
kind also include private medical
insurance and for Paul Thompson
and Graham Singleton, amounts in
connection with the Company’s
funded unapproved retirement
benefits scheme.

Annual bonus

Different arrangements exist

for executives and management
at Group level and in the

three divisions.

The scheme for the Group Chief
Executive, Paul Thompson, provided
a short term bonus target of 62.5%
(maximum 125%) of base salary.

For 2005 the committee awarded
him an aggregate 115% bonus
against profit targets and challenging
objectives that included producing
results ahead of plan, strengthening
the management team, business

re-organisation and establishing the
management services company with
fixed price contracts. For 2006 his
maximum short term bonus has
again been set at 125% of base
salary. This is split 75% against a
European Embedded Value
operating profit target and 50%
against personal objectives.

For Graham Singleton, in his former
role as Group Finance Director, the
scheme provided a short term bonus
target of 35% (maximum 7(%) of
base salary. Further to his stepping
down from the Board in September
2005 to become the Managing
Cirector of the life division, his bonus
arrangements were revised to
provide a maximum potential bonus
of 100% of his base salary, based on
financial performance targets and
personal objectives. The committee
awarded him an aggregate bonus of
90% of base salary for the full vear.

Mike Biggs’ full year bonus, based
on his position as Finance Director
of RLG pre merger and of the
enlarged Group post merger was
set at a maximum potential of 60%.
The committee awarded him an
aggregate bonus of 52.5% of base
salary for the full year based on
company performance and personal
objectives. For 2006 his maximum
short termn bonus has been set at
100% of base salary. This is split
60% against a European Embedded
Value operating profit target and
40% against perscnal objectives.
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Similar bonus schemes are in place
for sentor management around the
Group. These include annual and
longer term incentives designed

to focus efforts on those key
performance measures of greatest
relevance to each Group company.
Britannic Asset Management has a
shadow equity long term plan for
executive directars, fund managers
and other appropriate staff
encouraging longer term
employment lock-in. Remuneration
committees approve and monitor
these schemes, for directors and
all grades of staff, and approve
any bonus payments ensuring
they are linked to quantifiable
objective measures.

The Chairman does not participate
in a bonus plan or receive any other
performance related incentives.

Long term incentives

Share save

The Group encourages employee
participation through share
ownership.

All staff, including executive
directors, are eligible under defined
criteria for grants of options to
acquire shares under the Resclution
savings related share option
scheme. The scheme provides for
the grant of options to subscribe for
Company shares at the end of fixed
three or five year periods, using the
proceeds of respective three or five
year savings contracts entered into
when the option is granted. Options

under these schemes may be
granted at a discount of up o 20%
of the market price at the time of the
grant. Some 800 employees held
options over more than 2.7 miliion
shares under the Resolution savings
related share option scheme as at
31 December 2005.

The Group’s share save scheme
reached the end of its ten years of
operation and was replaced by a
similar scheme following approval by
the shareholders at the 2005 AGM.
From 20086, eligible employees who
have joined the Group as a result of
acquisitions and the merger will also
be invited o participate.

Share options

Executive directors and those key
employees whose efforts and future
commitment were deemed vital to
ensure the Group’s success and
growth have also in recent years
been eligible to participate in
performance related executive
option schemes. An approved
scheme qualifies for favourable tax
treatment on options granted over
shares within statutory limits, while
options granted with an initial market
value in excess of statutory limits
were granted under an unapproved
scheme. No options have ever been
granted under these schemes at a
discount. The maximum award to

a participant in any cne year was
limited to an amount equivalent to
two times basic salary, excluding
benefits in kind. The final grants
under these schemes were made

in Octaber 2005, although options
granted under the schemes will
remain exercisable, subject to

the meeting of performance
conditions attaching to the schemes,
until the tenth anniversary of their
date of grant.

The committee monitors the
performance conditions applied

to the legacy executive opticn
schemes to ensure they both remain
relevant to the nature of the Group's
business and in order that a
consistent approach is applied to
their assessment.

Only those options originally granted
in 1999 and 2000 have performance
conditions capable of retesting whilst
all subsequent grants were based on
fixed three year performance periods
with targets based on earnings per
share growth matching the retail
price index plus 6%.

Long term incentive plans
Under the 2002 plan selected
executive directors and other senior
executives of the Group have, on an
annual basis, received performance
related conditional share awards.
The awards take the form of nil cost
options. There hasg been a limit of
200% of base salary, excluding
benefits in kind, on the aggregate of
the initial market value of the shares
over which awards and discretionary
share options may be granted to an
executive in any financial year.
Ordinarily awards are exercisable
within twelve months following the




third anniversary of grant, Awards
are not exercisable more than ten
years from the date of grant or such
earlier time as may be specified at
the time the award is made. No
further awards will be madie under
this plan. In the case of awards
made in 2003 the proportion of
shares which vest will be determined
according to how the Company is
ranked in a table of companies in the
FTSE 250 according to share price
growth over a fixed three year
period. No award will vest unless the
Company is at or above the median
level, at which 25% of the shares will
vest. If the Company is ranked in the
top quartite, all of the shares wiill
vest. If the Company is ranked
between these thresholds, the
number of vesting shares will be
calculated on a straight-line basis
between the two. For awards made
in 2004 and 2005, the committee
replaced the share price growth
performance condition with that of

a total shareholder return (TSR)
measure as this was deemed to be
more appropriate since equity
market movements have a lesser
influence on total returns following
the readjustment in these markets
and the reductions in equity
exposures. In addition to the pre-set
performance conditions, these
awards will only vest if the
committee is satisfied with the
underlying financial performance of
the Group at the time of vesting.

in replacement of the 2002 Long
Term Incentive Plan, shareholder

approval was obtained at the

EGM on 26 July 2005 for a new
Resolution 2005 Leng Term Incentive
Plan. It is intended that annual
awards will be made under the 2005
LTIP up to a maximum of two times
base salary. However, as specifically
authorised by shareholders on the
adoption of the LTIF, Paul Thompson
angd Graham Singleton respectively
were made awards under the 2005
LTIP following completion of the
mearger between Britannic Group plc
and Resolution Life Group Limited in
September 2005 representing 165%
of their new salaries. These were in
addition to the awards of 200% and
150% respectively under the old
plan in April 2005. Awards varying
between 110% and 160% were
similarly made to other members

of the senior management team
immediately after the merger.

The new LTIP was substantially
based on the previous 2002 plan
but was updated to better reflect
developments in best practice.
Awards will normally vest following
the third anniversary of grant subject
to performance conditions. The
awards made immediately following
the merger were based on a target
measuring total shareholder return
against those of companies ranked
by reference to market capitalisation
from 51 to 150 inclusive in the FTSE
All-share Index on the dealing day
prior to grant. The performance
condition which aligns the interests
of directors with shareholders by
requiring superior TSR performance

provides that at least 25% of the
shares will vest if, over a single fixed
three-year performance period the
Company's TSR ranking against the
comparator group is equal to or
greater than median. 100% of the
shares held under an award wil vest
if the Company’s TSR is ranked
within the upper quintile. Between
median and upper quintile awards
will vest on a straight-line basis
between 25% and 100% of the
shares held under an award.

The performance period will be a
single fixed three year period and
there will be no provision to re-test
the performance target at the end
of the initial three year period.

In addition to the above, these
awards will not vest unless the
commitiee is satisfied that the
Company's TSR performance during
the performance period reflacts

the Group’s undertying financial
performance. The TSR condition will
be independently monitored and
reported to the committee.

In addition to the existing TSR
performance target which will
now only apply to 50% of each
LTIP award, the committee has
introduced for awards made

in 2006 a second, separate
performance target.

This second performance target
attached to the other 50% of an
LTIP award will be based on
Adjusted Embedded Value (EV)

Resolution
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Remuneration reporn
{continued)

per share targets, measured over
three financial years from the

31 December or 30 June
immediately prior to the grant.
25% of the shares subject to this
part of the award wilt vest for
average growth in Adjusted EV per
share 2.5% per annum in excess of
the risk free rate, increasing cn a
straight line basis to 100% vesting
for average growth in Adjusted EV
per share of 6% per annum in
excess of the risk free rate at the
start of the pericd.

The proposed definition of Adjusted
EV will be based on the European
Embedded Value (EEV) as set out

in the supplementary reporting
included in the published accounts
for Resolution plc and reviewed by
the external auditors as at the end of
each year and as included in interim
result presentations as at 30 June

of each year.

The Adjusted EV used for
determining performance against
targets for LTIP purposes will be
adjusted from the published EEV by:

¢ adding 1o the published EEV at
the end of the relevant three year
period the accumutated {at the
risk free rate) value of dividends
paid to holders of crdinary shares
during that relevant three year
period; and

* adjusting to allow for the
impact on published EEV per
share of any bonus element of

rights issues cor other capital
raising from holders of ordinary
shares during the relevant three
year period.

The “risk free rate” used for
determining performance in respect
of any given LTIP grant will be that
used in the most recent published
EEV immediately prior to the relevant
LTIP grant being made.

The Adjusted EV per share targets
are considered to be no less difficult
to satisfy than the current TSR
targets and are considered by the
committee {0 be sufficiently
challenging taking into account the
outlook of the business over the next
two to thres years.

An amendment to the Resolution
2005 LTIP rules, ta provide the
committee with discretion to disapply
pro-rating cof awards in specific
circumstances if they consider that to
be appropniate, will be sought at the
forthcoming AGM as summarised in
the note to resolution 14 of the
notice of meeting.

Details of the accounting treatment
of share options are disclosed in
note 18 of the consclidated
financial statements.

Service contracts

Paul Thompson and Graham
Singleton have service agreements
dated 31 August 2005 and

1 September 2005 respectively,
while Clive Cowdery and Mike Biggs
both have contracts dated

6 September 2005. In all four cases
twelve months' notice is required on
either side.

Compensation on termination of
service contracts is taken on a case
by case basis, having regard to

the particular circumstances and
recognising the principle of mitigation
of damages. There are no special
arrangements arising on a change
of control. In addition there is no
predetermined compensation for
termination, except where the
director is unable by reason of
accident, ill-health or otherwise

for a period of not less than twelve
consecutive months to perform

his duties under his employment
contract. In such a case a director
shall be entitled to receive a
payment on termination equivalent
to the net value of his salary for
thirteen weeks.

External appointments

Executive directors are not permitted
to accept any other non-Group
engagemeni or office without the
prior approval of the Board. The only
executive director who currently
holds such a position is Clive