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Resolution

is the largest
specialist manager
of life assurance
in-force portfolios
in the UK

* around 7 million policyholders
= £61 billion assets under management
* market capitalisation of over £4 billion

* joined the FTSE 100 in September 2006

Value creation

» delivery on 2005 Britannic/Resolution
merger synergies

* acquired life businesses from Abbey National plc
for £3.6 billion

* European embedded value per share up by 18%
¢ return on embedded value of 23.5%
¢ proposed dividend growth of 15% in 2006

« proposed 38% dividend growth for 2007, targeting
at least 5% per annum thereafter

* share price up 14%

Resolution plc
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2 | Chairman's statement

The Group has had a
transformational year

The acquisition of the
Abbey National pic Iife
businesses doubled our
swze raking Resolution
one of the largest
managers of UK Ife
assurance portfolios,
profits are coming through

. strongly and we now

anticipate an even higher
retum from that acquisiion
Our other businesses also
performed strongly

Dividend

The Beard proposes a final dmdend
of 13 28 pence per share making
19 92 pence per share for the year
(2005 restated 17 32 pence per
sharg) This represents a 15%
Increass In iine with the accelerated
growth signalled at the time of our
intenm results

Strong profitabity and prospects
underpin the Board's proposal to
increase the dvdend by 38% n
2007 to 27 50 pence per share,
startng with the mtenm dnadend In
respect of 2007, whilst mamta:htng
the one thurd (ntenm), two thirds
(final) payment werghting Thereafter,
the policy will be to target at least
5% per annum growth Our dmvdend
philosophy remains unchanged,
namely that dmdends wil be pad
out of embedded value eamings and
not capital eleases

Treating Customers
Fairly and policyholder
benefits

Resoluton has around 7 milbon
policyhoiders in total following

the acquisition of Abbey's Iife
busingsses Cur customer strategy
ams to enhance engagement with
our esgstmg customers to offer
improvexdd commurcaton on

thetr policy benefits, access to
tndependent advice where an [FA
relahonship does not already exist,




and to provide opporunites to buy
simple retad products including Irfe
cover, savings plans, motor and
home msurance Enhanced

- customer nformation and pobcy
retention teams have now boen
established in Abbey's ifa
businesses and our Advice Referral
Service 18 now avatable to Scottish
Prowdent and Scottish Mutual
customers

By the end of 2006 approxmately
8,900 customers had been refermad
via this servica 1o our atvice partner,
AWD Moneay Extra, with sales
increasing at the rate of 15% per
month Over 3,200 customers had
bought new products, including
those who had responded to direct
marketing by Resofution

As our customer strategy moves
from s current pdot phase to
become fully operatronal in 2007,
we will further enhance this access
to advice, prowide more access to
poticyholder nformation through
customer care teams and provide
more mformed choices through
retention actmvties

The restructunng of e assats within
the Resoltion Group has enabled
with-profit bonuses 1o be enhanced
for certan sets of policyholders,
nciuding a 12% ncrease in payouts
for Bntannic Industnal Branch
policyhoiders in 2006 following the
Alba restructunng The distnbution
of with-profit estates of amound £400
mibon 1s benefiing former Phoeno:
Assurance, Swiss Life and Bntanmnic

Industnal Branch policyhokders,
resuttng 11 some of the ghest
with-profit bonus payouts m the UK

Ounng 2006, over one thurd of
Resolution’s fe comparntes were
placed i the top quartde of all
with-profit policy payouts for 25
yaar endowments These results
show that closed funds are capable
of producing better results than
open tunds and that specahst
management can make a matenal
improvement 1o payouts over tme

In addition, polcyholdars inthe -
smaller with-profit funds that have
been acgured are protected from
the nsks of escalating unit costs over
the longer term, which are borne by
Rasoiubon Management Services

Resolution share price performance




Chairman's statement
(continued)

A Group Treating Customers

Farty champion will be appointed
{o ovarsee all agspects of our
approach to ensure that customers
are treated farly

Staff

Qur staff have been magnificent in
the way they have coped with the
changes and challenges thrust upon
themn On behatf of the Board, |
thank them

The Board

In July 2008, we strengthened the
Board with the appointments of
lan Madens and Brendan Meehan

In March 2007, by joint agreement,
Paul Thompson left Resolution and
was replaced by Mike Biggs as
Group Chief Executive Jim Newman
stepped up to the Board as Group
Finance Director in the same month
Brendan Meshan was appointed
Group Chuef Operating Officer
reporting to Mike Biggs

Outiook

Resolution's strategic focus 1s to
play an active part i the further
restructunng and consobdation of
the UK hfe sector The track record
of the Group, its rapid cash and
caprtal generahon, together wath

a business model capable of
sustamnng at least a 10% per annum

lan Masdens, Group Chwef Actuary & Head Brendian Meshan, Group Choaf Gperating

of Carporate Development

retum an embedded value (ROEV),
provides strategic and financial
flexibiity We focus on the
maamisation of shareholder value
The Company continues to assess

' possibie acguisihons and business

combinahons and has the scope to
retum caprtal to shareholders should
it consider that the avallable
transactions do not create sufficsent
value for them

Cive Cowdery
Chamman




Group Chief Executive’s
operational review

Mike Biggs, Group Chief Exacutrve

Our focus on managing
in-force hfe businesses

has benefited both investor
and policyholder returns
and helped the Group
avord the losses from
persistency seen elsewhere
in the life sector The
Bntanric/Resolution merger
1s largely completed and
we are making rapid
progress to ntegrate the
acquired Abbey National
plc ife businesses

Ouwr business model can sustain a
minmum of a 10% total retum on
embedded value (ROEV) on a
standalone basis This 1s endenced
by the value we see emerging from
our transactions to date, together
with the outlook for new business,
{nciuding protection sales through
(FAs and Abbey}, third party sales
from Resolution Agset Management
(RAM) and our customer strategy
tn 2006, the total ROEV was 23 5%
Our intertion 1s to debver further
value adding transactions, but n
the event that surplus capital
accumutates and 15 not used for
value enhancng transactions,
consideration will be given to
returning captal to shareholders

N a manner consistent with
achieving a minimum ROEV of
10% per annum

Progress on acquired
Abbey businesses
Resoluton's 100 day integration

plan was completed successfully

in Decemnber 2006, puthing the
appropnate controls and governance
processas nto Abbey's Iife
busnesses Integrabon has
proceeded rapidly on all fronts, usmg
our expenence and expertise from
previous acquasihons Clear
organsation and management
structures were estabhshed, with
strong reporting ines and delegated
authonties Excess shareholder
capital of £1 5 bdon was almost

Resolution




Group Chief Executive’s

operational review
{continued)

mmechately released, by way of
loan, of which £1 3 bihon was used
1o repay the majorty of the bndging
finance related to the transaction

The intemal rate of return IRR) on
the acquistion has improved from
our ongnal estimate of 16% to 18%,
taking account of leverage in the
transaction for equity shareholders
The higher nsturn reflects improved
values from new businass, the
impact of our customer strategy
and of tha FSA's Policy Staternent
06/14 (PS 06/14) which raduces
ife insurers’ resenang and capital
requirements and enables earty
relsase of capital

Group results

The European Embedded Value
{EEV) at 31 Dacember 2006
increased to £4,197 milion, up from
£2,141 mdlion at the end of 2005,
reflecting the acquisiion of Abbey's
ife businesses and the mproved
profitabuity of the Group The EEV
excludes the future profits from the
asset management and service
comparses, future ife new busmess
and dstnbution agreements, the
impact of our customer strategy and
does not include the accrued cost
of the proposed final dmdend of
£91 0 milon The EEV includes
goodwll of £145 midion, prncipally
from the asset managemsant
business, and net assets of £121

mulon from asset management
and the servica company,
Resoluton Management Servicaes

The EEV per share increased by
18% to £6 13, after adsting for the
effect of the nghts issue associated
with the acquistiion of Abbey's ife

businesses

IFRS operating profits for the year

amountexi to £532 5 mithon (2005

£180 4 milkon), ncludng the post

acquisition profits from Abbey's iife
businesses of £158 0 million

Pro forma EEV operating profits
were £390 9 milllon (half year ended
31 Decermnber 2005 £85 8 milhon),
including 6 months' profit from
Abbey's ife businesses of

£106 7 milhon

On 21 March 2007, the Chancelior
announced a proposed reduction
in tha headiine comorata rate of tax
from 30% to 28% from Apnl 2008
The results do not take account

of thus proposed reduction itis
estmated that had the proposed
reduced rate of corporabion tax
been allowed for, the embedded
value woutd have been mecreased

by around £75 mibon as af

31 December 2006

Life division
IFRS oparating pofit lor the bfe

dvision amounted to £479 O mulbon
which inciuded £158 O mulion of

post acquesition profits from Abbey's
Ife businesses

Pro forma EEV operating profit for
the ife dvsion amounted to £351 5

mulbon wiich included £106 7 mithon
in respect of 6 months' profits from
Abbey's life businesses

The net effect of al vanances
across the dmsion was positive
This reflected favourable expenenca
i mortalty, morbdity and
parsistency, net of higher than
assumed lapses in wath-profit bonds
largety pnor to our ownership of
Abbey's kfe businesses These '
expected lapses were allowed for

In the acquesion pnce

Resolubon s an ndustry leader in
restructunng iife assets and sesks
to apply the benefits of scale and
efficency across s in-force book
in the first half of 2006, the
restructunng of Alba Life into a
shareholder owned entity incrsased
the EEV profit by £52 milhon after
transaction costs and tax At the
end of 2006, the funds menger of
seven out of the eight pre-Abbey
Resolution Ife companes was
complated which added £65 5
mullion net to the EEV The new
funds structure creates the platform
for future reconstructons, and a
further merger of funds 1s planned
for 2008, whech it 15 estrated

will Increase the EEV by a net
£150 milbon




New business

The new business franchuse of
Scottish Provident and Abbey
Natienal Life became part of

" Resolution with tha acguisiion
of Abbey's Iife businesses In
September 2006 Distrbution
15 through Abbey's 700 strong
branch netwoark and through IFAs
Impovements are bemng made to
the business with an e-processing
platform expected to be in place
by the end of June 2007, and new
products are baing daveioped
Wi continue to win a number of
awards for our range of protection
products A dedicated sales force
for tha IFA networks was put in
place by Abbey dunng the first
quarter of 2007 and we have

recently appointed a Head of UK
New Business

Sales for the second hatf of 2006,

n annual premium equivalent terms
{(APE), totalled £71 mutlion with a
margin of 33% from a new business
coninbution of £23 miflon before tax
(£16 milton net) Present value of
new business premiums (PVINBF}
amounted to £596 mulkon, with a
PVNBP gross margm of 3 9%

New busmness stran of only £9
mibon mn the second half of 2006
{estimated £100 milkon first half
2006) reflects the benefit of the

FSA's Policy Statement 06/14,
thus will ensure the average IRR
on new business remans
comionably in excess of our
12% target

The rmplementation of Pobcy
Staternent 06/14 has dramatically
reduced the amount of captal
required o support new protection
business As a result, an IRR
based target for the profitabity
of new protection busiNess 1s no
longer believed 1o be sufficientty
challenging For new protection
business we will therefore be
targeting a margn of 50% of
APE before tax going forward in
addibon to meeting cur cument
12% IRR target

Competition continues 1o be
significant for protechion products
and we have negobated mmproved
terms with our reinsurers, which will
halp mitigate the mpact of this
competition

Asset management

Resaluton Asset Management
{RAM) had an excellent year with
operaiing profits on an IFRS basis
nsing to £32 2 miion (2005 £118
midbon)

Tota! assets under management
at the year end totalled £61 bihon,
including £4 5 bdhon of third

party funds

Asset Management Profits
£m

18t haif year 2nd haif year
Total third party sales made a step
change and rose by 200% to just
over £1 bikon, inciuding retad sales
through IFAs of £678 millon, up -
170% There was strong demarxi
for property, bond and Far Eastern
funds, supplemented by excellertt
sales from Argonaut, the first of our
three 1nvestment boutiques Strong
momentumn behind sates has
continued into 2007

Profits benefited from £16 mullion

of the expected £18 million per
annum nm-rate from the
intemalisation of £20 bihon of
Phoenox Life Group assats, which
was completed by the end of March
2006 The cost income rabo fell

to 56% (2005 71%) reflecting tght
cost contro! and Increased scake

in the busmess

HAMIookoverresponsbeyforI
Abbey funds following the acquiston
and had transitoned £2 5 bilion

of ex-Abbey funds to Its own actve

Resolution




Group Chief Executive's
operational review
{continued)

management by the end of 2006,
with a further £0 5 bilon to come
in 2007 RAM has also taken on the
ratated investment accounting and
admuristraton for all funds under its
contral Profits from the Abbey
contracts are expected o be an
estmated £7 milion in 2007,
dechining thereafter as funds run-off

Management services

Resolution Management Seraces,
a shareholder owned semice
company. provides policy
adminustratton serices to the lfe
drasion through both m-house and
outsourcing amangements [t is
responsible for merger mtegration
and delvenng cost synergtes

Operating profits on an IFRS basig
increased to £15 0 mibon (2005

£3 6 rmuthon) reflacting some £10
rillion of cost savings from the 2005
Bntannic/Resclution merger Total
committed cost savings of £20
mifson per annum from that merger
are on track to be achieved by the
end of 2007 Of the estimated total
£28 muion of merger costs 10

achueve the savngs, £2 0 milhon was
incurved in 2005, £17 4 mithon n
2006 with the remainung £8 6 rmulbon
to be incurred n 2007

The cost savings ansing from the
Abbey integration are also on track
to meet a target of £10 milhon per
annum addonal margin by the end
of 2008 A fixed pnce management
services agreement has been put in
place with Abbey's Iife businesses

A revew of whether to offshore
potlicy adrmrustration 1s well
advanced, and this will also consider
the possibiity of further outsourcaing
The cutcome of the review 1S
expacted to be announced m the
second quarter of 2007

Capital

The cash and capital posibon of the
Group has strengthened through the
year, with a Group Capital Adequacy

surplus of approximately £1 6 bilkon
at 31 December 2006

As a result of the caprtal surplus
emergng, PS 06/14 and the 2006
Ife fund menrgers, a total of

approximately £1 5 bilion of surplus
capital will be paid up to Group by
the iife subschanes m the second
quarter of 2007

In hght of thes cepital capaciy, the
Board has decded not to proceed
with an issue of Tier 2 hybnd capital
and expects to repay £495 mifion of
senior debt in Apnl 2007

At 31 December 2006 the geanng
ratio was 28 2% and the proposed
debt repayments would reduce this
10 a pro forma 21 5%, leaving
substantial capital and debt capacty
to support business growth

Customer strategy

Qur existing customer strategy
development 1s a low nsk, low cost
and low capital intansive busingss
actmaty which 15 expected to yeld
tangible results through the course
of 2007 as the pilot schemes of
2006 are sgnificantly scaled up

We will targst a single digrt pre-tax
operatmg profit in the first full year,
before taking account of the annudy

opportunty below




As part of our continued strategy to
add value tor our sharsholders and

policyholders we are currently
evaluating the potental for retention

-of mereased volumes of annuhies

from vesting in-force pension
poiicies

Lump sum equmvalent amounts
anging from vesting in-force pension
policies are expected to average
over £800 mubon per annum over
the next 20 years Of these amounts
an average of around £300 muthon
per annum 15 expected to anse from
pohcies with guaranteed annusty
rates (GARs) Curent expensnce

15 that the vast majonty of
potcyholders, including those with
GARs, exercise therr option to take
the 25% meabamum tax free cash
from therr vesting pension policies
Owver the next two years we intend to
put in place measunes wiuch seek to
ratan a significant proporton of the
non-GAR vesting amounts, that are
not taken as tax free cash, i the
form of annutties witten on the
shareholder account We also intend
to explore wath our with-profit funds

whether it would be mutually
beneficial to policyholders and
shareholders for annuties ansing
from GAR poticies to be transferred
to the shareholder account on
commercid lerms mmediataly after
vesting (for policies wath GARs, the
annuty generally cunently vests in
the with-profit fund concerned,
Increasing axposure to longenty nsk
for the reducing number of remaining
with-profit policies)

Summary
2006 has been a year of strong
delvery and increasing retums  This

posihions us well to play an active
part mn the further restructunng and
consolidation of the UK e sector

MolBse

Michael N Biggs
Group Cteef Executve
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Financial review

Jm Newrnan, Group Finance Dwrector

The Group continues to
focus on the discipiined
financial management of
its businesses

Introduction

This has been a yaar in which the
financal resutts have been influenced
by a number of major actvities
These include the acquesihon of
Abbey's ife businesses, the
continued delvery of benefits from
the merger of Resolution Life Group
{RLG) and the Bntannic Group
{Bntannic), the growth of the assaet
management business and further
fund merger actvity The results have
also seen the benefits of the FSAS
Policy Staterment 06/14 (PS5 06/14)
which became effectve on

31 December 2006 In partcular

PS 06/14 has allowed the Group

to release substantal reserves and
capital N its non-profit protection
businesses

The Group continues to focus on the
disciplined financial management of
its busmesses Bomowings of £1 3
biflion were repaxd wittin a week

of compileting the acquisition of
Abbey's ife businesses Substantial
amounts of surplus capial were
released as a result of the 7 way
fund merger completed on

31 December 2006 and as a resuft )

of the apphcation of PS 06/14
Approximately £1 5 bdiion of cash

is expected to be rmacavabla from
subsichanas in the second quarter of
2007 prowding the flexibity both to
repay an slement of borrowings and




turther snvest in the business
Opuons under conaderation mciude
the establishment of an annurty
company later in the year

The Group's embedded value on an
EEV basis 1s £4,197 million resutting
n an EEV per share of £6 13 This
represents an increase of 18% when
compared to £5 19 per shamm at

31 December 2005 (as restaled to
reflect the nghts ssue on 9 August
2006} This mcrease in embedded
value represents a retumn on
embedded value (ROEV] of 23 5%
for 2006

IFRS Group results

This e the second year for which
results have been reported by the
Group on an !FRS basis it has been
a year in which there have been

few changes to IFRS accounting
standards thus allomng businesses
to refine exstng practices rather
than continuing to respond to
signsficant changes tn line with

new standards

As in 2005, the results this year
have been influenced by a major
acquisttion The Group acquined
Abbey's lfs busnesses i the
second half of 2006 In 2005 the
accounts reflected the combination
at a broadly simelar tme of the year
of Brtarwuc and RLG, together

referred 10 as Life Dvsion South
(LDS) Consequently, the IFRS
results for the year ended

31 December 2006 compnse the
full year profits for the combined
Bntanruc and RLG businesses but
only nciude the profits of Abbey's
Ife businesses, refarmed to as Life
Dnnsion North (LDN), from 10 August
2006 Simdarty, the 2005
comparative figuras compnsae full
year results for Brtannic but only
includa the profits of RLG from its
acquisition on 6 September 2005
In order to provide a better
understandmg of the results the
financial review focuses on the
combined Brtannic and RLG Ife
businesses and separately roviews
the performance of the recently
acquired Abbey Ife businesses

* The Group acguired Abbey's Iife

businesses with effect from

10 August 2006 The acquistion
was financed by a nghts 1ssue that
rarsed £1 55 biflion, a short term
bndging facdity of £1 68 bdhon and
other term faciities of £0 55 bdlion
After placing far values on the
assets, labihbes and contingent
habdites acquired the profit ansing
on acquistion was £257 2 mullon

The Group's resutts on an IFRS basis
are as follows

Resolution
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Financial review
(continued]

Group IFRS basis financial results (after policyholder tax)

Resohtion
(exciutng Abboy's Abpey's i Profon
Ite busmnesces) Ingnesyes acusiton of
year ented post Abey's Ty Year ended Year enced
3 Decemtber 2006 soqursibon tasmesses 31 Decesmber 2008 31 December 2005*
fm fm tm €m £m
Life dntion
With-profit 880 63 - 143 225
Non-profit and unit-linked 1986 1281 - AT 070
Longer term retum on equily haiders' funds 501 ns - e 444
(Other income and charges 43 a9 - 04 31
Mronty interest in UK Commercial Property Trust 20 - - 20 -
Life division operating profit after pohcyholder tax 20 1580 - 4780 1770
Asset managemem n2 - - n2 18
Management services 150 - - 150 36
Group thcome and charges 83 - - 83 nzg
Operatmyg profit ® s 1580 - 5325 1804
Amortisaton of acquied in-force busmess {85 0} (144.5) - (229 5) (28 3)
Amortisabon of asset management internalisaon costs {88) - - (88 -
Amortisabon of far vatue of distrbubon agreements - (1.6} - .5 -
Operating profit betore non-reciomng iems =21 57 - ;8.4 1521
Non-recummg {tems
Profit on acquisthon of Abbey's Iife busmesses - - =712 =512 -
Resarve releases related w PS 06414 1000 4346 - BB -
Imparmant of acqured in-force Dusingss
and defemed acquistion costs (78.5) (434 6) - (LR )] -
Fund merger benefits (net) 55 - - 55 71
Gasn on transfer of Alba Life 400 - - 400 -
Past 2005 merger recrgamsation costs (8.2 - ~ {18.9) (eds )
Former Abbey life busmesses ntegrabon costs {3 (6.4} - {toy -
Profit refated to acquishon of Century Life
and Alianz Combill tfe operabons - - - - 687
Impairment of goodwill atbated to management services - - - - 200
Release of deferred ncome habilty - - - - %60
Operatmy profit/(toss) attridartable to equity holders, :
hased on a long term rete of mvestment retumm k.1 {ty =12 5856 %09 .
Short term rvestment fluctuations @1 s - A8 229
Operating profit attnbutabts to equity holders 294 28 12 569.4 2848
Financing costs =5 oy - @16 17
Profit/(loss) befora tax atiributabls to equity holders 3039 a5 56712 5578 2731
Equdty hotders’ tax @rn 14 - (26.3) (3
Profit/{loss) for the period attributabls to
equity hoiders ez 21 512 5313 618

@ The resutts for the year ended 31 Decomber 2005 have been adjusted so a5 to exchude pobcyhoidar taxatan Thes has no overall
impact on profit & the penod attnbutable to equity hoiders

(E)Opa:anngpmrttssmsdbefommmmdmmmm-mmm.wntmmmmﬁnm
costs and equrty holders' tax




QOperating profit for the year ended
31 December 2006 was £532 5
milion before tax (2005 £180 4
mdhon) This includes an operatng
profit from 10 August 2006 of
£158 0 milhon in respect of Abbey's
Iife busnesses Tha 2005
comparatives included an operating
profit of £61 8 mihon ansing from
the acqurstion of RLG m 2005

Profit before equity holders’ tax was
£557 6 mdhon (2005 £273 1 muion)
and profit after equity holders’ tax
was £531 3 mulion (2005 €161 8
milhlon) Thts includes the profit
anging from the acquisttion of
Abbey’s Ife businesses of £257 2
milion both before and after tax
These restits also inciude several
non-recumng fems dmscussed i the
following summary, in particular, the
applicaton of PS 06/14 and the
refated amortsation and impaimment
of acqumed in-force busmess and
deferrad acquisition costs

The IFRS basis nesuits excluding the
mpact of the acquisiion of Abbey's
ife businesses are as follows

Resolution




Financial review
{continued)

IFRS basis financial results excluding the acquisition of Abbey’s life businesses

(after policyholder tax)

Life division

With-profit

Non-profit and unit-Inked

Longes term retum on equity holders’ funds

Other income and charges

Minonty nterest

Lifs drveston operating profit after policyhalder tax
Asset management

Management services

Group mcome and charges

Operatmg profit

Amariisation of acquired in-force business
Amorirsation of asset management intemahisation costs
Change in provision for buin frough cosis

Operating profit before non-recurnng shams
Non-racurring iems

Raserve releases related to PS D6/14

Impamment of acquired in-force business
and deferred acquisiion costs

Fund marger benefits (neg

Gam on transfer of Aba Life

Brianmc/REG merger costs

Post 2005 merger reorganisation costs
Former Abbey tde businesses integration Costs

Profit retated o acqursiion of Century Life
and Allanz Coenhrl! Iife operabons

Imparment of goodwall atinbuted to management serices
Release of deferred income liability
Unamortised debt 1ssue costs

Operatmyg profit attritutabie to equity hoiders,
based on a long term rate of mvestment retum

Shost term mvestment fuctuabons

Operating profit attributahte to equrly halders
Financing costs

Profit before tax attributabie to equrty hotders
Equry hotders’ tax

Profit far the perind attributable to equity holders

Halt yer to yerrto Year ended r:unm Yexr encedt
N Decerher 0 Jue 3 Decesmber 31 December 31 December
2008 oe* 2008 20050 20058
&m £m £n £m £m
395 2S5 680 205 25
1088 83.0 1966 B75 107 0
236 bt 501 318 44 4
@n 70 43 20 31
20 - 20 - -
1o 1500 mo 1418 1770
77 145 22 58 ns
8.4 58 150 20 36
105 4.3 83 B9 (12 0y
288 1658 JTas 1427 1804
{085 M2 (850) 203 @83
“5) @3 68 - -
8.0 (B0) - - -
M3 "4 et 144 1521
1000 - 1000 - -
{T8.5) - (T65) - -
55 - 55 171 171
(6.5 485 0o - -
- P - ng' -
8.5 (24 a9 Qo rdy)]
a3 - a3 - -
- - - 837 887

- - - i) {200)

- - - %0 %0

- - - (53) -
1840 1455 1295 196 1 2619
15 08 o) 141 n9
1865 1439 3204 2102 2048
rak] 23 (25.5) (52 [1A)
1623 1418 3039 1950 271
(148 (129 @n 932 (13
1475 1287 a2 1018 1618

) The resdts lor the year ended 31 December 2005, the pro forrma resudts for the hadf year to 31 December 2005 and the results for
the halt year to 30 June 2006 have been adusted 50 as to exclude policyhotder taxabon Ths has no overal impact on profit for the

penod atinbutable to equity holders.

{f) Operating profit s stated before amortisation of intangibla assets, bum through cOSt, Non-rBCUMNg tems, shart term nvestment

fluctratons, financing costs and equety holders' tax

(i} The pro forma results for the hatf year to 31 December 2005 were prepared on the assumphon that the combination of Britanmc
and ALG took piace on 1 July 2005 except for the amortisation of acqured in-toree business which s calcutated from the date of

acquistiion, 6 September 2005




In order to facilitate a better
understanding of the performance of
the ife businesses, the commentary
pnmanty compares the results for the

- first and second halves of 2006 and
the second half of 2006 against the
second half of 2005

Life operations
(excluding Abbey's life
businesses)

* Life operating profit after
pohcyhoider tax before non-
recumng tems and equrty holders’
tax £321 0 muflion (2005 £177 0
mifl:on)

= Strong performance of the
undeariying book against reserving
assumptions

* No persistency impact from
pension changes, with overall
lapse expenenca favourable to
undertying assumptions

There was a strong performance
from the dmsion wath IFRS profits

from ife operations for 2006 of £321
mudhon up £144 millon on 2005
While the pnor year result only
nciuded the post acquestion profits
of ALG of £62 mfkon and aexcluded
Alba Life, favourable performance of
the undertying book in 2006 aganst
assumphons contnbuted to an
excellent year

in 2006 the with-profit business
retuned a profil of £68 mihen of
which £28 5 mihon was eamed in
the first half of the year and £39 5
mullon in the second half of the year

These resufts includs a first-tme
contnbution of £20 6 millon for Alba
Life followng its transfer to equity
hotders of which £6 7 mithon was
earmed m the first half of the year
and £13 @ mulon in the second half
of the year The Alba Life result
includes the one-ime releasa of
accountng provisions totalling £19 8
mithon related to the unaflocated
surplus Profits in the second half of
the year also benefited from slightly
higher terminal bonuses paid by
certaun bfe funds The pro forma
result for the second half of 2005
was a profil of £20 5 milion
compared to £39 5 mdhon in the
sama penod of 2006 with the man
difference being Alba Life's profit as
well as the impact of higher terminal
honuses In 2006

Non-profit and urit-inked 2006
operating profits were £196 6 miton
of which £108 6 million was samed
n the second half of the year
Favourable lapse and morbudity
expenence combined with related
favourable assumption changes,
particulanty in respect of mortahty
and morbidity, were reflected in the
second hatl of the year's resuft This
{avourable expenence was parhally
offsal by provisions related 1o
systems migrabons The results for
tha first half of the yaar benefited
from a reserve nelease of £7 0 million
related o mortgage compensation
cosls There was only a minor
impact on the resuits ansing from
mortgage compensabon in the
sacond half of the year

The favourable expenence and
assumption changes n the second
half of 2006 did not occur o the
same extent m the comparable
penod of 2005 and wem also much
less significant in the first half of
2006 In that context these sarlier
penods are more typical of the non-
profit and urat-inked performance
abeit that favourable vanances wera
shli present The resuits for the
sacond half of 2005 include a
charge of £7 8 milhon redated to
mortgage compensaton costs and
the undertying 2006 performance
reﬂactsadacraasemlheszzeoflhé
in-force book from the pravious year

The longer tarm retum on equrty
holders’ funds at £50 1 milton s
broadly consistent between the two
halves of 2006 and 18 £5 7 million
higher than the return for 2005 The
return for 2005 only mcludes RLG's
contnbution of £9 7 milton from the
date of acquistion The pro forma
return for the second hatf of 2005
was £31 8 mudlton and the reduction
In rtum s & result of a shift in asset
mix for aquity holders’ funds towands
cash-based assets and fixed interest
secunties

Asset management

= Operating profit before
amorbisabon, non-recumng
items and tax £32 2 muhon
{2005 £11 8 million}

+ Continueng strong performance

in thed party sales £1,060 mithon
{2005 £343 million)
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= Funds under management by the
asset management business £61
bedbon (2005 £17 bilhon) including
£4 5 bilhon of external funds

Yaar on year operating profits from
tha asset management busmness,
before amortsaton of £6 8 million,
(2005 £ru) mereased by over

170% Ths growth in profit 1s mairdy
attnbutabie to the transfer of the
assets previously managed by F&C
Assat Management pic (F&C) dunng
the early part of 2006 but also
reflects the transfer of the Century
Life assets and growth In thirdd party
business Profit for the year after tax
was £16 1 milkion (2005 £7 6 milion)
which included £1 5 milkon (2005
£0 6 milhon) of non-recumng costs
related to the Brtannie/RLG merger

As a result of the Intemalisation of
tha Phoenix funds, £27 0 milion was
pad to F&C m March 2006 This
payment has been capitalised and s
being amortised over 3 years At the
time of the merger betwaen Brtannc
and RLG, the Group announced that
profit before tax was expected to
increase by £18 0 midbon per annum
for each of the first 3 full years
followng ntemakbsatien of the funds
and thereafter the incremental
benafit would reduce to around
£10 0 nuthon per annum by 2014,
assuming nc changes to the
rmanagement agreement are madse
The reported profit 1s consistent with
that announcement and the Group
continues to expect that profits
before tax from thus mandate will be
in ine wath that announcement

Cunng 2006 the asset management
business grow sgrificantly, drnven
both by the previously menhoned
intemahsation of ife company
mandates and a significant growth
In thurd party actmty A total of £40
bilkon of funds were INtematised,
reflecting the acquistion of the
mandates from F&C, finalising

the acquistion of the cutstanding
mandates trom previous
acqusitions, in particular Century
Life, and the appontment of the
asset management business as
nvestment manager for all ife
company mandates ansing from
the acqusition of Abbey's ife
businesses

Approximatety £2 5 balon of Abbey's
bte business investments are now
managed actvely by Resolution
The balance 1s sub-contracted
pnmanly on a passive basis to thund
party prowders (State Street Global
Advisors and Abbey Nationat
Treasury Services) Around £500
mihon of Abbey funds stil have to
be ntemalised and this process 1S
expectad to be completed by the
middle of 2007

Thurd party gross sales grew

- sigruficantly over the year with

total inflows exceeding €1 bilion,
an ncreass of over 200% on 2005
Owver 60% of these funds came
from retad distnbution channets
whuch grew by 170% compared

to tha preceding vear In total
approxmately half of gross inflows
were placed with joint ventures
operated by Resolution By the end
of 2006 the asset management

businass had three estabhished jont
ventures managing almost £1 bikon
of assets Distnbution reach has
been extended intemationally with
over 10% of business coming from
international customears (pnmanty
Europe) and it 1s mtended to extend
thes distnbution reach into the US
and Far East over the next few

years

Management services

« Operating profit before non-
recurmnyg items and tax €15 0
milion (2005 £3 6 mition) .

» Britanruc/RLG merger and
Abbey ife businesses acquisiton
integrabon continue to

progress well

* Contrued development of plans to
offshore certain busmess actvities
and further outsourcing to deliver
lower and more vanabie costs

Operating profit from management
services was up £11 4 millon at

£15 0 midbon reflecting the financial
benefit of integration synergies
debvered to date, savings of £200 .
mdlion per annum are expected from
the end of 2007 as previously
announced of which some £10
million are reflected in the 2006
resulis Total integration cosls ansing
from the Bntannic and RLG merger
incurred by Resolution Management
Services dunng 2006 were £17 4
mihon of which £11 2 million refated
to the closure of the Liverpoal office
A further £8 6 midbon 1s expected to
be incurmed in 2007 to compiste thes
mtegration actmty




Integration of Abbey’s servce
aclvites 1s also progressing well
and a new management sarvices
agreement structure has heen
mplemented between the
management services business and
Abbey's bfe busmesses thereby
‘lockang ' the cost per pobcy to the
ifa businesses and ensunng that the
berefit of synergies achieved flows
to sharetiolders through Resolution
Management Services The business
18 on target to deliver the additional
margm of £10 milkon per annum
ansing from the integraton of
Ahbey's Ife businesses by the end
of 2008

A review on whather to offshore
policy admirustration s wedl
advanced and this will also consider
the possibility of further autsourcing
The outcome of the review 1s
axpeciect to be announced in the
second quarter of 2007

Group income and
charges

Group mcome and charges of £6 3
milion compnse axternal interest
income and mnterest eamed on
contmgent kans to the with-profit
funds of £27 3 million less Group
costs of £21 0 mdkon which include
the cost of the head office, the cost
of professional adwisors and the
pension scheme sarvice costs for
the Group

Non-recurring items
In 2006, the FSA ssued PS 06/14
which extended the “reahstc”

reporting regime already m place for
with-profit busmess to non-profit

business The key changes
apphcabte to Resolution's tfe
operations that mpact IFRS
reporting are the appbcabon of
prident lapse rates and, in certain
circumstances, allowances for
negative mathematcal reserves
Both changes generally rechuce
techrucal provisons  Other impacts
relate to EEV capetal reporting
raquirements The associated
release of reserves ncreased
reported IFRS profits before tax by
£100 O mion, albert that thrs s
partally offset by a consequental
£76 5 millon snparment of the value
of acquired n-force business

The Group compisted a
reorganisation under Part Vil of the
Financial Services and Markets Act
2000 on 31 December 2006 as a
result of whech the hife funds of Alba
Life Limited, Britanruc Assurance plc,
Bntarric Retirement Solutions
Limsted, Brtanrc Unit Linked
Assurance Limsted, Century Life pic
and Phoenx Life & Pensions Limited
were al transferred to Phoenix Lie
Limited (PLL} This resulted in a nor-
recurnng gamn of £34 4 milkon ansing
from the financial and other
synergias of the reorganisation A
benefit of £5 5 million s inchuded tn
profit before tax net of the costs
related to the reorganisation, with
the batance of £28 9 mdhon bemng
reflected as a 1ax cradit The benefit
inciudes a gam of £7 6 millon ansing
on the transfer of the non-profil
business, previously heid within the
with-profit fund of Century Life, to
equity holders

Dunng 2006 the Group transferred
Alba Life, previously owned by the
Bntanme Assurance with-profit
funds, to Resotuton Life Limited
(RLL), an equsty hoilder owned
subschiary of Reschution pic The
transfer value of the businaess
amounted to £214 9 mibon The
transfer gave nsa 10 a non-recumng
gawn of £40 0 milton ansing from the
transfer of nsk to equity holders

Post 2005 merger reorgarusation
costs of £18 9 mulon mchude £17 4
rmullion Incurmed by the management
servicas business and £1 5 milhon”,
incurrad by the asset management
business A further £3 3 mallion of
integration costs were Incurrad by
the management semices busmess
in respect of the acgursition of
Abbey's fe businesses

Financing costs

Financing costs amounted to £25 5
rrulion with second hall costs in
2006 of £23 2 mikon compared to
£2 3 milhon for the first half of the
year The costs for the second half
of 2008 pnmanly compnse interest
on the lcans usad 1o finance the
acquisition of Abbey's ife
businesses Pro foma financing
costs for the sacond half of 2005
woare £15 2 millon of which a
signfican proporton retated to
RLG's semor debt winch was repaid
n 2005

Resolution
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Taxation

The profit before tax of £303 9
milton includes £47 6 millon of
non-taxable profits, pnmanty iIn
raspect of the transfer of Alba Life

The mphed tax charge of £76 9
rmillion 18 offset by tax credits ansing
from the 7 way fund merger (£28 9
mithon} and other net adjustments
{£20 3 million) to give a resutting tax

adustments pnmanly reflect changes
to the tax provision in respect of the
non-profit surplus

to equity holders charge of £27 7 milton The net

Abbey’s life businesses

IFRS bass financial results for Abbey’s ife businesses (after policyholder tax)

Pro fonzs Pro torma Pro forma
hadt year to haif yess to year ended Yaor enied
31 Decemher X Jume 31 Decembes 31 Decembar
2006 2008 2008 2005
&m Em Em £m
Life dniston
With-profit 63 33 86 58
Non-profit and unit-inked 1836 835 2821 4369
Longsr term retum on equnty holders' funds 75 =7 2 573
Other income and charges a9 2.0 =9 85
Operatmg profit® 2135 1325 J45.0 4915
Amortisation of acquired in-force business {144.5) - (445 (50
Amortisation of fair value of distnbution agreements 8 - 78 -
Operating profit before non-recirring dems 61.2 1ms 1937 4765
Non-fecurring fdems
Reserve releases due to PS 06/14 4348 - 438 -
Imparment of value of acqurred n-force business due to PS 06714 (4346 - (434 6) -
Enhanced controllership costs 68 - 8 -
Dmdend from Abbey companies net acquired - 300 300 100
Retease of excess provisions - 442 “u2 20
Operatmg profit aitntutatie to equity holders, based
on a lang tam rate of mvestment retum 544 206.7 %11 508 5
Short erm ywestment fluctuabons 39 (o 29 39
Operating profit atinbutable to equity holders 583 257 240 5124
Financing costs L) LK) (135 (145
Profit befare tax attributabie to equrty holders 520 1985 =05 49749
Equrty hoiders’ tax (22.5) {68.8) (88.3) B9
Profit for the penod attnbutahle to equity holders 25 M7y 1612 3640
Prafit for the perod 1 July 2006-9 August 2006 (55.5)
Tax on profit for the penod 1 July 2006-9 August 2006 238
Post acquisiion loss @y

() Operating profit 1s stated before amortisation of ntangbie assets, non-recumng tems, short term investment fluctuatons, financing
osts and equity holders' tax

Note The resutts for the sox months ended 31 December 2006 have been prepared on @ pro fonma bass so as to exclude the financial
impact of (ar value adiustments ansing on acqurstion, elrnnate intercompany mterest paxd by the Group and only ncludes
amortisahon of acouired n-force business and intangihie assets ram the effecuve date of acqlesmon, 10 August 2006 The results for
the first hatf of 2006 have also been prepared on a pro forma basis as the amortisation of acquired in-force business related to the
eartier acquistion of Scottish Prowndent Limited has been excluded




The following commentary compares
the resutts for the first and second
halves of 2006 and also revews

the resulis for the full year to

31 December 2006 against 2005
Tha resuits for all but the penod
from 10 August 2006 cover panods
when the Group did not control

this business

Life operations {Abbey’s

life businesses)

* Pro forma IFRS operating profit
tor the second half of 2006
£213 5 rmilbon (2005 full year
£491 5 millon)

* Past acquisiion loss after tax
attnbutable to equity holders of
£2 1 mihon reflacting amortisation
and impaiment of acquired
in-lorce business

= Profit ansing from reserve rsleases
related lo PS 06/14 totalled
£434 6 mibon before tax and
before impaiment of acquired in-
force businass of a similar amount

Ther resuits for the sacond half of
2006 are presented on a pro forma
hass and exclude the financal
mpact of the adpustments to
ehmmnate the far value changes
utitsed m prepanng the acquisibon
balance shast The results for the
first half year have also been
presented on a pro foma basis by
ehminatmg amortsaton related to an
earher acquisibon by Abbey's ife
businesses

The with-profit resuit for the second
hatf of 2006 was £6 3 milkon

compared 10 £3 3 milion for the first
half of the year The main reason for
the ncrease was that no coninbition
from Scottish Mutual Assurance was
inclucied m the first hatf's results
whereas £2 0 million was included in
the second half Total profit for the
full year of ©9 6 midlion aganst £5 8
mullion for 2005 reflects the impact of
higher termmal bonuses in 2006

Profits from non-profit and unit-
linked business were £183 6 rulon
for the second halt of 2006
compared to £98 5 milhon for the
first half of the year and £438 9
million for the year to 31 December
2005 Profits for the first half of 2006
are after charging approamately £50
rmulhon as a resuft of new business
strain {net of the movement n
deferred acquistion costs) wheneas
in the second half of the year the
apphcation of reserving based on
PS 06/14 wirtually ehmmnated new
business stran on an IFAS bamis
The resuits for the first half of the
year were also reduced through the
axpensing of addrhonal deferred
acquesthion costs of £15 milhon The
2005 results included new business
strain of £85 mufilon (net of the
movement iIn deferred acquisibon
costs) but were also significandy
influenced by a favourable benefit
of £72 miibon ansing from mortalty
bass changes and other favourable
expenence vanances of £45 mibon
manly from lapses, cnbcal ilness
and mortalty

The results for the curmrent and later
penods are also influsnced by the

rate at which the business nuns
off As noted at the ume of the
acqurstion the run-oft profie of the
funds s such that approsamatsty
40% of extstng in-force value will
run-cfl, turring into cash, within
four years

The longer term retum on equity
holders’ funds for the six months to
31 December 2006 was £27 5
milion and for the prececing hatt
year £32 7 milon gving a totat for
the ysar of £60 2 milon By
companson the retum for the whole
of 2005 was £57 3 millon However,
the income for the second half of
the year does not meflact interest
on the loans made by Abbey's lfe
businesses to a Group compeny
since that income 1s excluded as
intemal mcome If that income had
been taken nto account the hagher
retumn for the second hatf of the year
wouid have reflected the iIncome on
transfers made from the long term
funds to equity holders in the first
half of the year

Amortisation of
intangible assets

The acqured value of in-force
business 15 betng amortsad m bne
with the run-cfi of the acquined
business Thes leads to an
amortisation charge of £144 5 mifkon
in the post acquesrtion penod

As part of the exercise to apply far
values 1o the assets and Labidihes
of the businesses upon ther
acquisiion, a valug of £100 rmilbon
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was attnbuted to the new business
capability, in parbcuar to the
distnbution agreements  This
intangible asset 15 bemng amortised
on a straight ine basis over 5 years
lsading to a charga for the post
acqusition penod of £7 8 mifron

Non-recurring items

Abbey's ife businesses have a
signuificant proportion of protection
business within their portiollos and
consequently PS 06/14 has had a
matenal impact on the results for
the second half of 2006 Reserve
releases for this penod attnbutable
to PS 06/14 amounted to £434 B
miion before tax However, the
release of these reserves reduces
the acquied value of in-force
business by a sumular smount and
it 15 thersfors necessary 10 imparr
the acquired value of m-force
business Consequently, in the
Group's consobdated IFRS results
the impact of the appication of

PS 08/14 15 negigible

Also included as a noa-recumng
item are costs of £6 8 milion as part
of a programme to enhance the
controllershp of the business as a
number of governance functions
were retamned by Abbey The total
cost of the programme 1s expected
o be approxamatety £25 rfhon

Financing costs

Fmancing costs of £13 5 millon for
the full year compnse the intenest
on the subordinated debt ssued by
Scottish Mutual Assurance together
with post acquisiion changes in the
camying value of the debt

Taxation

The equity holder tax attnbutable

to Abbey’s life businesses is basad
on an underying rate of 30%
However, the tax credrt related to
the armortizaton of acquired in-force
business 1S at an effective rate
below 30% resutting In a reciuced
credit that mpacts the tax charge
by £8 8 millon

EEV pro forma Group
results

The EEV results for 2006 cover the
consoldated Bntannic and RLG
{LDS} results for a full year but the
Abbey {LDN) resutts for only the
second hall of the year The
comparatves cover onty the
second half of the year for LDS,
being the first penod for which the
Group prepared its resuits on this
basis The results for the asset
managemant and management

- services businesses are for the full

year ended 31 December 2006 and
have been ncluded on an IFRS

basis The consohdated results are
presented on a pro forma bass as
if the acquahon of LDN had taken
place on 30 June 2006

For the year ended 31 December
2006 the Group made an EEV profit
before tax of £669 2 mulon (half year
to 31 December 2005 £1605
milbon EEV profit after tax was
£481 2 milion (hall year ended

31 December 2005 £118 4 milion)

EEV operating profit was

£390 9 miton (half year endad

31 December 2005 £85 8 miflon)
This includes the results of the
asset management and
managemant senices businesses
on an [FRS basis

EEV per share was £6 13 at

31 December 2006 (31 December
2005 €593 or £5 19 after
restaternent for the effect of the
nghts 1ssue on 9 August 2006)
reflecting an increase in embedded
value to £4,197 mifon The growth
i embedded value per share results
from the acquisition of Abbey’s life

busimesses, Including the associated.

nghts tssue, the EEV profits sarmed
for the year in respect of the exstng
business and the profits eamed In
the second half of the ysar for the
acqured businesses




Consolidated pro formma income statement - EEV basis

Yezr ended Half year ended
Lte Lte 31 Decembes 31 December
Doemng Ornson 2008 2005
South Morth Othex A o
m fn En om £m
Contnbution from new business 16 1 - 247 -
Expected returmn on exsting busmess
- Expected retum on value of in-force 1221 655 - 1876 477
- Bxected retun on shareholders'
net warth 849 394 - 104 3 402
Lite divisions’ expected EEV profit hefore tax 1888 1280 - 366 879
Operating expenence vanances 445 (342 - 103 399
Operating assumpben changes 17 129 - 246 (429
Life divistons’ EEV operating profit befare tax 2448 1087 - -1 1) 849
Asset management - - 322 22 58
Management seraces - - 150 150 20
Group income and charges - - T8 78 69
EEV operating profit * 2048 1067 34 3909 858
Non-fecurring items
- Fund merger benefits 5 - - <% -
- Gam on transfer of Alba Lie to equiy holders s - @2n 743 -
- FSA changes to reserving and capital requiiements
{PS 06/14} 489 124 - 813 -
- Post merger regrganisation costs (Britannic & ALG) - - (69 (1ag) -
- Post acquiston integration costs (Abbey) - - 33 (3% -
- 2005 non-recumng tems - - - - 382
Amortisation of asset management sntematisation costs - - 88 L3 -
Econonic expenence vanances (3an 632 2.2 577 687
Effect of economic assumption changes 68.8 (1] - 598 arg
Profit before financing casts and tax 4838 1733 389 7080 1757
Financing costs - - (39.8) 398 159
Profit/(loss) befare tax 4888 1733 29 669.2 1605
Attnbuted tax (charge)credit (149.8) “n a5 (163.0) 21
Profit after tax 8.0 1288 30 812 1184

()} Operating profit 15 stated before NoN-recuUMNg HEMS, aMOrtSahon, GCONGITYC BXPENENCs Vanances, BCONOMIC assumplion changes,
financmng costs and tax
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Results of

Life Division South

= Life dmision operating profit before
tax £244 8 midhon (half year ended
31 December 2005 £84 9 milion)

= Non-recumng tems contnbite a
profit before tax of £219 9 rmulion
{half year endad 31 December
2005 £69 1 milon)

Contnbution from new
business

The contnbution from new busness
of £1 6 millon 1s denved pnmanty
from profits on vesting annuity
business It 1s valued at the end of
the penod and exclxdes the cost of
capital and an allowance for non-
rmarket nsks as the amount! of new
business s small

Expected return on value

of in-force

The expectad return on esasting
business for the penod of €122 1
million reflects the expected change
in the present value of future profits
ansing from the in-force business,
ncluding the cost of capital and the
cost of financial gptions and
guarantees at 31 December 2005

Expected return on
ghareholders’ net worth

The expected retum s the best
estmate retumn based on real world
investrent return assumptions at
31 December 2005

Operating experience
vanances

Operating expenence vanances
contnbuted £44 5 mibon to profit
over the year Favourable operating
expenance, prmary reflecting
positive lapse and morbidity
axpanence on term and PHI
business, contnbuted £34 5 miflion
Cther favourable expenences
enabled the Group to releass
provisions totalling £33 5 million
pnmanty in respect of tax and
mortgage endowments
Miscallaneous other tems
contnbuted £2 3 million

Thus favourable expenence has been
partially offset by ncreased caprtal
requirements (before allowing for
the benefits of PS 06/14) due to
strengtherng of the Group's capital
management policy This has
resulted in a charge to profits of

£25 8 rmilbon

Persistency expenence on pensons
busnass generaly has been in ne
with assumptions

Operating assumption
changes
Changes were mads to the

" operatmng assumptons at

31 Decamber 2006 resuting n
profits of £11 7 mflion Ths profit
arosa pnmanly from a change in
assumed tax rates, changes to
insurance assumpbons and a
reduction n future costs directly
payable by the bfe comparves
This was offset by an mcrease in
provisions, followang harmonesation

of the provision methodology acrass
the Iife comparnes

The main msurance assumpton
changes nclude reducton n lapse
rates for reviewable tenm assurancs
business, strengthening of the
longemity mprovement factors n
Bntanmic Retirerment Solutons, a
revision to guaranteed annuty oplion
take-up rates following A-day and
a change o the assumptions
regarding the type of guaranteed
annuity taken

Non-recurring tems _
The nor-reoumng dems compnse
the following

s The transfer of Alba Life to equaty
haoiders with effect from 1 January
2006 gavense toagan of £77 6
mihon before transachon costs
This represents an amount of
£54 3 milkon grossad up at the
equaty holder tax rate of 30%

= The 7 way merger in whwch a
number of iife funds were
transferred into PLL and the non-
proﬁtbusmassmmedbytmm_
profit funds of Century Life was
transfesred 10 equity holders of
PlLL gave nsetoa gan of £93 5
mdion net of scheme costs

+ The FSA changes to reserving and
capial requirements (PS 06/14)
gave nse to a profit of £48 9
milion ﬂﬁswsptmanlymelo
a reduchon in the cost of capdal
ansing from a £398 mulion
reduction in required caprtal
Statutory reserves of £105 milion




were also released as a resutt of
the changes to statutory reserve
requirements for non-profit
businesses

Economic expenence
vanances

Economic expenence vanance over
the year resulted In a charge to
profits of £34 7 millon This arose
pnmanty from changes n the shape
of the yweld curve over the penod
and a comesponding INCrease In
valuation interest rates on annurty
busness This negatve contnbution
18 offset by higher future investment
returns identfied under economic
assumption changes

Economic assumption
changes

Gilt yedds rose O 5% over the year
resulting In a nsk free rate of 4 7%
as at 31 December 2006 This
contnbuted £68 8 milion to profits
and reprasents the impact on the
value of the In-force business of
increases in the future mvestment
return assumptions, offset by
ncreases in the discount rate
apphed to future cash flows

The positive impact of aconomic
assumpton changes was pnmantly
drven by the increasad profits on
annuity business and shameholder
transfers on with-profit business as a
resutt of lgher nvestment retums

Attributed tax (charge)/credit
EEV profits are calculated net of tax
and are grossed up at the effective
equity holder tax rate of 30%

Results of

Life Division North

« Life dmston operating profit before
tax £106 7 milion

= Non-recumng tems contnbute a
profit before tax of £12 4 millon

Contribution from new
business

The contnbution from new business
over the penod from 1 July 2006 to
31 December 2006 was £23 1
mikon This contnbution has boen
valued at the end of the penod using
gtart of penod economic and
operating assumplions and ts shown
gross of equity holder tax The
contnbution includes the impact of
PS 06/14, the cost of capetal and

an allowance for non-market nsk
conaistent with the methodology for
m-foree business

Expected return on value

of in-force

The expected retum for the half yaar
to 31 December 2006 of £65 5
mithon reflects the expected change
in the present value of future profits
ansing from the n-force dusness,
inclucting the cost of capital and the
cost of financal options and
guarartees at 30 June 2008

The expected retum 1 the best
estmale return for each line of
business based on the real world
rvestment return assumptions as at
30 June 2006

Expected return on
shareholders' net worth

The expected return of £39 4 rmilton
s the best esbmate retum based
on real world investment retum
assumphons at 30 June 2006

Operating expenence
variances

Adverse operating axpenence
vanances of £34 2 millon weane
prmanly dus to gher lapse rates
on with-profit bonds sold by Scottish
Mutual Assurance (SMA} relative

1o long term assumptions and the

loss of future management charges:
from the Abbey pension scheme

Dunng the first three quarters of
2006 SMA was suhject to adverse
persistency expenence on wath-profit
bonds The trend stabbised in the
last quarter of the year when
axpenence was in ing with jong-term
assumptions for the business

Fallowng the acquisition, Abbey
transferred the management of its
pension scheme assels away from
the LDN comparses This resufted in
a one-ttme reduction n the value of
in-force business reflecting the koss
of future annual management
charges from ths business

Persistency expenence on pensions
business has generally been in line
with assumphions
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{continued)

Operating assumption
changes

Changes in operating assumptions
contnbuted £12 9 miion to
operating profit This arose pnmarty
from an increase in the lapse
assumphon on the Scottsh Mutual
intermational {(SMI} guaranteed
rwvestment bond, leading 10 a8
meduchon in tha cost of guarantees
on thus business, and a reduction in
future expenses ansing from the
mplemantaton of the management
services agreement structure with
the management senices business

Non-recurring rtems

The FSAs changes to reserang and
caprtal requrements (PS 06/14) gave
nsa to a profit of £12 4 mikon The
was pnmanly due 1o the release of
£437 mibon of non-profit statutory

resarves (manly in SMA) and
a £208 rmihon reduchicn 1n
reqqured capital

Economic experience
vanances

Pasitive economic expenance aver
the sx month penod contnbuted
£63 2 milion to profit Thus has been
dnven by higher than expected
investment retumns over the pencd,
harmonssation of the methodology
usad to generate valuation interest
rates across the Group and an
Increase n the value of the interest
rate swep asset backing the SMA
bonds

Economic assumption
changes

Gilt yieids feli 0 1% after 30 June
2006 resulting in a nsk free rate of

Other components of EEV profit

Asset management
Management sennces
Group ncome and charges
Operatmy profit *
Non-recueming dems

Amartisation of asset management mtematisaton costs

ECOnomc epenence vanances

Profit/(tess) befare financing costs and tax

financing costs

Loss before tax

Amtnbuted tax credi/icharge)
Profit/(oss) after tax

4 7% as al 31 Decemnber 2006

Trus resutted i a charge to profits
of £9 0 mihon and represants the
impact on the value of the n-force
business of lower mvestment retum
assumpbons, offset by a reduction In
the discount rate appbed to future
cash flows

Attnbuted tax (charge)/credrt
Life dvision EEV profits ame
caiculated net of tax and gressed up
at the effectva equaty hodder tax rate
of 30% for SMA, Scotiish Prowdent
Limited (SPL} and Phoenx Life
Assurance Limited (PLA), and 12 5%
for SMI and 0% for Scottish
Provident International Life
Assurance Limited (SPILA) For non-
recumng tems, the actual tax impact
1s caloutatad axpboitly and included
in the attnbuted tax charge

Yezr endod Half year enoed
31 Docember 2008 I December 2005

£m £m
n2 58
150 20
] 59
394 08
a8 fog
%2 (182
389 (492
{39.8) (153
29 (64 4)
85 250
38 (39 4)

() Operating profit = stated before non-racumng dems, amortsaton, cONMIMIC axpenence vanances, fimancing costs and tax,

Asset management and
management services

These results are reported on an
IFRS baxs as the businessas are not
included as coveraed busmesses

Non-recurring temns

The non-recumng items include
a charge of £17 4 mdiion for
management services and £1 5
milkon for asset management

pamanly n respect of integration
costs ansing from the Britannic and
RLG merger The management
services resull includes £3 3 milhon
In respect of neorganisation costs




: ansing from the acquisihion of

Abbey's Iife businesses Ths other

o non-recumng charge of £2 7 milion

i 1s 1n respect of the transaction costs

. ansing from the transfer of Alba Life
to equaty hoiders

Amortisation

The charge to profits of £6 8
mdhon for amortsation of asset
management intemalisation costs
raflects mine months’ amortisation
af the £27 milflion payrment to F&C
Asset Management m March 2006

Economic expenence
vanances

All external debt has been valued
on a market-conastent basis
Changes in the market-consistent
vatue of debt resulted in a
contnbution to profit of £27 6 million

A decrease n the Group’s cost of
capial contnbuted an additonal
£1 6 mution

Financing costa

Fmancing costs amounted to £30 8
milion compnsing £20 8 million of
interest pad oh Resolution pic's
senior debt {laken out 1o support
the acqustion of Abbey's life
businesses), £14 3 mikon of coupon
paxd on the perpetual resat capial
secuntes, £4 7 millon compnsng
interest pard on £85 million of senior
dabt {repad in August 2006) and the
amortisation of loan arrangement
fees

Attributed tax credit/{charge)
Taxation in respect of entihes other
than the iife dvision has been
provided for on an IFRS basis,

adjusted for the tax attnbutable to
the additonal gress financing costs
of £14 3 mifson under EEV in respect
of the perpetual reset capial
sacunbes

increase in embedded value
Embedded value mcreased by
£2,056 1 milbon over the year to
£4,197 0 mufkon at 31 December
2006 The increase was due m part
to tha acquesition of Abbey's life
businesses, in parvoutar the nghts
issus for £1,547 2 milkon, but also
EEV profits for the year of £481 2
million less the cost of the dmdends
paxd in the year of £83 2 mitlon The
increase s analysed as follows

Reconciliation of movements in consolidated shareholders’ funds: EEV basis

Openmy embegded value, as previously reported

Prior perrod adpsstment
Openmg embedded value as restated

Acquired value of Abbey's Ife businesses as at 30 June 2006

Cost of acquisihon of Abbey's fife businesses
Transachon costs

Mark to market adpstment on debt

Opering adjustments®

Profit on acquisition of Abbey's life businesses

Profit atter tax
Dandends to ordinary shareholdacs

Share capital ssued

Other movements®
Embedded vahse at 31 December 2006

Year ended Hak yexr ended
1 Deoember 2006 31 Decamber 2005
£m &n
21309 2,0042
100 100
21400 2042
18136
(3,600 0)
@0
{105}
|1
1180
42 1184
(02 @38
15472 28
19 on
41870 21409

{) The opening adystment reflects changes to the consideration paxd under the sale end purchase agreement as well es far value

achustments

m)onwnmmmmmunysrmopmm.mmmsmmwmmwmlmmm;m
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Financial review
(continued)

Financia! key
performance indicators

The Group has four pnmary key
performance rxhcators (KPis) that
it uses to montor the financial
performance of the business
These are

» EEV per share calcutated by
taking the EEV at the penod end
and dvding it by the number of
shares n ssue at the penod end

» EEV operating profit calculated
by talang the hfe dmsion EEV
operating profit betore tax after
operating and expenence
vanances but before non-recumng
tems, amortisation of Intangible
assets, SCONOMIC Bxpenence
vanances, economic assumphon

changes and tax, this 1s combined

with profits from the asset
management and management
serices businesses on an
IFRS basis and Group mcome
and charges

* Return on embedded value
calcutated by talang the
components of EEV profit dded
by the opering EEV where the
opening EEV 18 adjusted 1o
remove the goodwill on the
management services and asset
management businesses, and
to allow for the tming of the
nghts 1ssue and dvidend

payments

* |FRS operating profit calculated
by taking IFRS profit before
amortisation and mparment of
mntangibde assats, bum through
costs, non-recumng tems, short
term investment fluctuations,
financing costs and equity
holders’ tax

Commentary on thase KMis 1s
included i the preceding IFRS and
EEV sechons In addtion, there are
KPts redated to geanng and interest
cover which are explaned n the
“Capnat, financing and treasury
policy” section below Addrtional
KPIs related to performance within
the human resources area are
prosded m the Carporate
responsibdity section

Equity holders’ cash flow
statement

The cash flow statement in the
consolidated financial statements
for 2006 compnses ali of the
policyholder and equity holder
cash flows of the Resolution Group
as well as the post acquisition
policyholder and equity holder
cash flows of the acqured Abbey
businesses, as required under IFRS

As in the previous year, the Board
bebeves that it woutd be heipfd to
provida a cash flow statement m
relation 10 equity holders only Thas
statement reflects the cash flows of
Resolubion pic and it3 pnncipal
hotding compantes RLL and RLG

It therefore excludes all cash flows
within the Ifs, asset management
and management senices dmsions




Equity holders’ cash flow statement for Group holding companies

. Openmg cash balancs
Net cash generated from operations

Drwdands from subskdianes
Group reorganisabons
Recexpt from asset manager in respect of F&C contract
Net loan interest receved fram subsicdianes
Caprtal imyectons to subsidianes
External interest recerved
Net group expenses, including merger costs
Payment in respect of F&C contract
Acquistoon of Abbey's Iife businesses
Loans from Abbey's ife busmessas
Transacton costs related to acquesiion of Abbey's ife busnesses
Net other loans from subsdianies
Tax

Caprtal and debt raisad
Perpetuat reset caprtal sacuries
Proceeds from mghts 1ssve
Badging loan
Term loan
Refinancang of brdging loan

Caprtal and dei repaid
RLG sennr dett
Resolutan ple senior debt
RLG mmosty nterest preference shares
Bndging loan

Caprtal and debt seyvicing
Grdinary shareholders’ dmdends
RLG minomty preference share dndends
Senor debt and bndging loan nterest
Perpetual reset caprial secunties coupon

Ctosing cash balance

Tear ended 1 December 2006 Hail year encied 31 December 2005
£m om £ tm
80 540
=00 550
85
Z7o
29
(302.9) (146
126 21
{173 (54 1)
@ro
{3,800 0)
1,5000
10
10 540
286
{1,847 5 424
4950
15472
1,6800
5500
3800
41572 4950
4800
(85.0} G0
@3
{1,560 0)
(1,852 5100
fi:<T.] 238
(131
(178 (146
{143
(1384 (B84
3820 430

Resol

ution
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Financial review
{continued)

The pnncipal cash and debt
fransactions dunng 2008 were In
respect of the acquisibon of Abbey's
bfe businesses The cash rassed
amounted to £3,777 2 mulion

This was compnsed of a nghts wssue
of £1,547 2 nulbon, a bndging loan
of £1,680 mibon and semor debt

of £650 mihon The purchase pnce
of £3 6 bilion left £177 2 mdbon

to cover transaction costs and
repay the £85 milhon of pre-existing
senor tebt

Subsequent 1o the acquiston, the
acquinad businesses made loans
of £1 B tion to Resoluton Life
Lirited (RLL) of whach £1 3 bubon
was used to repay the brdging
finance and the balance of the
bndging finance of £380 mion
was converted to serior debt

Dunng the year dmdencs totalling
£280 millon were receved by

the Group from subsichary entibes
These were used to fund the
dndends lo sharehoiders of £93 2
mifion, to purchase the Resolution
Lfe Group (RLG) mnonty mtenest
prefarence shares with associated
dmdends at a cost totaling

£100 4 millon and o support

workang capital

As a result of the capital releases
from the 7 way fund merger, the
reduction in reserves and capial
requirements facdtated by PS 06/14
and the nommal operalng cash flows
for the year, a total of £1 5 tiliorn s
expected to be avalable to the
Group in the second quarter of 2007
from its subsidiary ife businesses

In the Iight of this, the Group no
longer expects to intiate a Tier 2
debt 1ssue in 2007 and will repay
the semor debt raised to replace the
£380 milon balance of the bndging
loan in the second quarter of 2007
The Group will also repay £115
milion of the remarung semor debt
in Apnl 2007 1n accordance with the
debt agreement

Capital, financing and
treasury policy

Regulatory capnal position
The Groups UK with-profit funds
report Indmdually on a reahstic
balance shest basis The overall
surplus measured on this basis at
31 December 2006 for the with-
profit flunds together with surpluses
on the non-profit funds, being the
excess of capital resources available
over capital requirements, 1s £2,862

“mdbon (2005 £1,547 rxllon)

Gearing and interest cover
The Group's caprtal management
pohcies include key performance
ndhicators in respect of geanng and
interest cover, detaills of which are
s8! oul balow

* Geanng

Group debt as a propartion of
gross market-consistent
embedded value (MCEV) not

to exceed 35% and to trend
lowards 25% in the medium term

At 31 December 2006, this rato
was 28 2% (2005 24 6%} based
on total bomowings of £1,644 7
midhon {inclucing perpetual reset
capital securties of £504 1 millon
and termn loans of £550 mihon and
£380 milkon) and gross MCEV of
£5,841 7 milbon

* Intarest cover

Growup annual cash flows to remain
more than five times the sum of
tnterest expense and other fixed
charges

At 31 December 2006 thss raho
was 7 4 (2005 5 9) for the year
then ended, based on total cash
flows for this penod of £336 5
muhon and interest and other fixed
charges of £45 2 mdbon




* Hokding company hquidity to
remain above 2 years’ interest
payments
At 31 Decernber 2006, hoicing
company iqudity was 3 5 times
interest payments (2005 1 1)
based on {otal Group cash of
£362 mibon and nterest paymernts
of £103 2 milion

Group borrowings

At 31 December 2006 the Group
had outstanding bomowmngs
compnsing a 3 ysar term loan and
revoiving cradrt facility of £550
mifhon, a short term loan repayable
n 2007 of £380 rulion and undated
subordinated debt 1ssued by SMA
with a face value of £200 million and
camyng an interest rate of 7 25% All
of thesa borrowings arose from the
acquisition of Abbey's Iife businesses
athough the SMA subordinated
bonds were already in place wathin
the acqured businesses and wera
not therefore part of the acquiston
funding In addtion to the above,
Group bomowings include £125
million of undated 8 75%
subordinated debt ssued by SPI
Finance pic The SPI bonds are
guaranteed by Scothsh Prowdent
Lirnited (SPL) as the funds are used

by the SPL with-profit fund
Apphcation has bean macde ta the
FSA to cancel the isting with effect
from 14 May 2007 as a result of
the proposed redamption of the
bonds in fult on 13 May 2007

At 31 December 2005 Group
bomowings compnsed a term
bank loan of £85 million which
was repaxt in 2006

Dunng 2008, the Group made a
statement that it expected to maks
a proposal pnor to 31 December
2006 to the holders of SMA's
subordinated debt to replace those
borkis with aitermnative bonds esved
by Resolution pic on substantalty
the same terms  Followang the
subsaquent sue of the FSAs
Consuttabon Paper CP 06/16 a
decsion was dsfermed to 2007
pending an assassment of the FSA
proposals The Group now expects
to make an offer dunng 2007
consistent with ts earker statement

Financial management
objectives

The intenbon of the Board s that

on an ongoing basis the financial
managemsnt obyactves of the Group
will be conuistent with credit ratings

in the A" category in the event of
no surtable acquisiton opporturshes
ansmng, the Board will consider
returring surpius capral to investors
consistent with prudent financial
management and mantainng a
strong credit rating In the event of
a retumn of captal to investors, the
Board wall atinbute funds
proportionately to sharsholders and
holders of the perpetual reset capital
sacuntes to ensure equitable
treatment of both groups of
investors This would entad the

buy back of shares from equity
sharehoiders and holdng back a
proportionate amount of cash for the
ultirate redempbon of the perpetual
resat capital securttes

Treasury policy

The Group operates a central
teaswry function that has overaf
responaiblity for managing the
sharehoider capital funding program
as wall as the central cash and
Tiquadity posiions Tha aim of
Resolution's capital funding program,
whuch includes hybnd capital and
syndicated bark term and revoting
facthhes, 1s to maintain strong and

flaxible funaing capacity

Resolution




Financial review
{continued)

The Group uses denvatives for the
purposes of effickent portfolio
management particularly in respect
of s policyhoiders' investments
The Group does not allow
speculative trading in denvatnves

Group pension schemes

The pnnctpal defined benefit scheme
15 the Resotution Group pension
scheme (formerty the Bntanmic
Group pension scheme), a final
salary scheme whuch 1s closed to
new entrants and which, since

31 July 2008, incorporates the
lormer Phoenx Life group pension
scheme The valuation of this
scheme inciudes the provisional
rosults of the tnenrual valuabon as at
30 June 2006 inctucing an estmated
cost of changes in the longewty
assumphons amounting to £48 6
mubon The effect of this, together
wath other changes affecting the
surplus in the scheme, has been

to reduce the net sumlus from

£88 4 mithon (£93 7 million before
wncorporating the defict of £5 3
mifion atinbutable to the Phoenix
Life group scheme) at the preceding
year end to £79 7 mthon at

31 December 2006

No coninbutions are cumently bemng
made by the Group to the scheme
as a result of the surplus  Certain

of tha Group's wath-profit funds have
indemnified the Group's equity
holders in respect of any future
cash contpbution calls equal to
approxmately 90% of the cost of
changes to longewvity assumpbons
The net impact on operatng profits
for the year n respect of the
Resolution Group pension scheme s
a charge of £4 8 miflion representng
the servaing and Interest cost Net
actuanal fosses recognised in the
statement of recogresad income
and expenses which do not affect
reported profit for the penod
amounted to £3 9 milion

Following the acquisiron of Abbey's
hfe businesses, responsibility for tha
pancpal pension schemes was
transferred to Abbey who will be
hable for any future funding deficits
Estimated contrbubions totafing
£166 miion are betng made to
those schemes by Group companies
In respect of the deficits at
acqusition but are recoverable from
Abbey, net of certan adjustments,
under the terms of the acquasiion

agreement

Dividends

An ntenm dvidlend of 6 64 pence
per share {2005 § 77 pence per
share} was pad on 20 October
2006 The cost of this dmvdend was
£45 5 mikon (2005 £23 8 mudbon)
A final dvdend of 13 28 pence per
share 1s being proposed and, f
approved by shareholders, would
become payable on 15 June 2007
The total cast of the proposed final
dmdend would amount to £91 0
mibhon Detals of the new dmdend
policy ara given in the Charman's
statement

Principal risks and
uncertainties

Full detaits of the Group's nsk
management framework and
fmancal exposures are ncluded in
note 48 1o the consolidated financial
statements “Risk management
pobcies” The pnncipal nsks and
uncertainkes ara those that relate

to the insurance nsks underwntten
by the bife nsurance businesses but
which by therr nature are outside the
controt of the Group  These wlt
affect the profitabdity of any new
business and the run-off of the
closed books of business which

wil, in tum, mpact on the profitakntity
of the Group




The successil nn-off depends to
a sgnificant extent on the value of
clams pad m the kuture reiative 1o
the assets accumulated to the date

" of claim The amount of such future

obligations 1s assessed on actuanal
pnnciples by reference to
assumptons about the future
development of fimancal and
insurance nsks It 1s therefore
necessary to make decsions which
ensure an appiopnate accurmulation
of assets relatve to labihties These
decisions mcluds mvestment policy,
honus pohcy and, where discretion
exists, the level of payments on early
termmation Furthermore, in terms of
assessing the value of future claims,
actual expenance may vary from the
actuanally caiculated obbgatons,
parbeularty as these calculations may
refloct expectad outcomes far mto
the future

The pnncpal iInsurance nsks
compnse the following

* Mortalty — hegher than expected
nurnber of death clams,

= | ongevity — faster than expectad
mprovermnents in mortahity,

= Mortdity — hagher than expected
number of sencous Ilness claims
or more sickness clams which

last longer,

« Lapses — the number of policies
terminating earty 15 differant to that
expected in a way which increases
expected claims costs or
expanses or reduces future profits,
and

« Options ~ unanticipated changes
in polcyholder option exercise
rates gving nse to increased
claims costs

In addition to the above, there are
financial nsks associated with the
delvery of management services to
the ife busnesses There are long-
term management service structures
n place with maost of the Group's life
businesses These requie the Group
to contmue to deliver serwices at unit
pnces which require hght and pro-
active management of the expense
base

Tha Group operates in a highly
reguiated ervironment, prncipally
under the oversight of the FSA

Significant changes in the regulatory
regane under which the Group
operates could result in substantial
implermentaton or remediabon costs
and may have longer term impacts
on the sale or management of
nsurance products In addion to
regulatory changes the Group could
also be aftected matenally by
significant changes n tax legistation
both in relaton to corporation laxes
and personal taxes

Jim Newman
Group Finance Director
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2 | Board of directors

ponsons companses N the UK and
France Baforo oweng GE n 1998
he co-founded Scottsh Amicable
international/) Rothschid
Intemabional, a Europesn cross-
hordor NErancs busness based in
Dubln and kormed i 1992 He s
currantly Charman of the chanty
the Resolution Foundabon

Cranman of Brtarvec Group pic i
October 2004, a post ho held urh
the merger with Resohsbon Lie
Group Limited n Septarmber 2005
He s » mamber of the Audt, Prsk
and Comnpliance Committea and
Remuneration Commvtten He was
formerty the President and Creed
Exacutive of Visa Intermabonal Inc,
Group Chuef Expoutve of Standerd
Chortarad pic and 3 Non-axacutve
dractor of Nabonral Gnd Group pic
He cumrantly chairs COC Group pic,

Commatee and 1s 8 member of
the Aut, Rsk and Compbance
Commettee He s a member of the
Superasory boand of Euronext NV,
8 sersor adwsar (o Farmng Farmdy
and Partrers, Chamman of Bectra
Private Equity pic and also a fon-
emncutve dractor of HSBC
Holdings pic He 5 a tormer
Charman of The London
Intematvonal Fnancal Futures and
Opbons Exchange and Gerard
Group pic and a former non-
axecutve duector of The Francial
Servicas Authonty and of the Court
of the Bank of Ireland

plc and BAT (ndustries pic as wel

Clve Cowdery Malcolm Wilkamson S Bnan Wihamson Dand Allvey Se Dawd Cooksay Paul Spencer
Clivo Cowdery Natonal Austraia Group Eunope o5 chef opernting officer of Zunch
Chairman, aged 43 Limited and Signet Group pic and Frnangal Sarces pic and 8 non-
Cirve Cowdery wes prevowusty the 15 @ non-executve dwector of exacutve drector of McKachrse
Civaf Exacutve of Resoluton Lite Nabonal Austraka Bank Limted, pic I adkkbon he was a momber
Group Limaad, a company that Group 4 Securicor pic &nd JP of the UK Accounting Standards
ha founded n 2003 He was Morgan Cazenove Hokdings, and Boord for ten years He s cusrently
appontad Chasman of Resokiton chars tha Advisory Board of Youth the Chemnan of Arena Covertry
pic 1 Saptombar 2005 following Busnoss IMemahonal He s a Lemutad and 8 NoN-Executve
the marger of Batanme Group pic mamber of the Board of Charman  drector of Costen Group pic,
and Resolmon Life Group Limted  and a trusteo of the Prnos of Intartak pic, My Travel Group plc
He startod hss Caroer in tnsurance Wales Intermnabona Business and Wikam Hit pic
achisag chonts as a broker and L saders Forum
was premously Chasnan and Cheel . Sir David Cookeey .
Exacutve of GE'S pamnary nswance  8ir Brian Willlamson csx Mon-executive director, aged 88
operatons in Europe (GE Insurance  Non-sxscutive director, aged 62. Sr Daved Cooksey was prevously
Hokdngs), with ovor $3 beton of Sir Bnan Wiliamson was previcusly a non-exacutive drector of
pramium ncome  The busnesses the Chiyrman of Resolubon Life Resoluton Life Group Limted
he led mciuded Europe's kargest Group Limstad unti the merger with  He chaw's the Ramuneratbon
crack! nsurer with oparabons in Brtannc Group pic n September Commttine and 5 a member of the
twehe counttnes and Mo and 2005 He chars the Nommabons Nomnations Committes Ha was

appoatted a NON-exocutive drecior
of the Establishment nvestment
Tust in 2002 in February 2005, he
retred as a non-executive drector
of the Bark of Engtand hawing
served on the Court for alevan
yoars and g5 Chazman of the
commsttea of non-executve
dimctons since 2001 He was
Charrrian of the Audit Commession
from 1965 to 1985 end a Governor
of the Welicome Trust from 1995 to
1699 He retwed as Crearman of
Advert Venture Partners LLP n
2006, a firm that he founded in
1881 He was Chaerman of the
furopean Pavate Equdy and
Verturs Caprtal Assocaton n
2005/6 and remains on fts board
in Novernber 2006 he was
appontod Chazman af London

& Contnental Radways Luvited

Pnul Spencersa, FcT, Foma
Non-aaecutive droctor, agod 57
Paul Spencer was eppordad to the
Boord of Britenme Group pic i
Aogust 2003 as a non-axacutve
dvector He s a mamber of the
Famureraton Committes He was
assocrte drector and tregs mer
of Hanson pic rom 1988 to 1986




Arpm Sreshmanean Dawd Woods

and Group FAnance Deector and
subsequantly Creef Executive UK
of Royal and Sun Alflance pic from
1906 10 2002 Ha s curmantly tha
Charrmen of Nabonal Sevngs and
Ivostments, State Steet Managed
Pension Funds and Soversgn
Ravarons plc and a non-executve
drector of WPP Group pic Ho is
a past Prasadent of the Assocaton
of Corporate Treasurars and
currently Chasman of ther acdvsory
board and 8 Governor of the
Motabikty chanty

Aram Shishmanian aa, sse

experionce and has led the Snanclal
marksts prachea of Accentue He
ewad the femn in 1876, bacormng
A senor partner n 1998 until 2003
He is curently an independent
member of the intematonal
Exacutive Commites of the law
firm Lovells LLP end an adMiser to
a number of companies Hois a
menber of the Intermatonal
Acvisory Board of the Cass
Business School and City
Unhvarsty He 1s aiso 8 tustes

of Mane Cuns Cancer Cera

Bavid Woods Ma (Cantuty, i3, 8
Non-gxscutive direcits, sged 30
Oawd Woods was provously

3 non-execxitive diractar of
Rasolution Lite Group Limded He
5 & mamber of the Ramuneration
Comerattee and Audit, Rsk and
Compliance Commdtes He
cartfiad as a Fellow of the Instita
of Achuanes n 1973 and has spord
more than thaty seven years
wirkang i the be msurance and

Mike Beggs

nvestment ndustries both in the
UK and abrond He & cumently
Chagrhan of Royal Uver Assurance
Lanted, the second tangest mendly
sooaty In the UK He was
Maragmg Deactor of The Scothch
Provdont Group from 1988 untd
2002 He s also a dvector of KGin
pic, Edrinagh Small Comparses
Trust pic and The Moller Certre for
Contrwng Education Hets a
trustee of the Xansa Group and
Scottsh Providant Penson
Schemes and a member of the
Court of Henat Watt Universty

Mike Biggs ms poed, sca
Oroup Chiet Exscutive, nged 54
Mike Eiges was proviously Cheet
Financia) Ofcer of Resolution L s
Group Limted and bacame Group
Firance Crector of the entarged
Group upon the merger with
Brtanmc Group pic  tn March 2007
ha was promotad to the posshon of
Group Cheal Exacutive Ho bagan
s caroer at Wittams & Giyns Bank

Serwcos part of the practice In
1884, ha took up a rola as
manager of finance at Hong Kong
& Shanghal Banking Comorhon n
the UK. After thres years he lofl to
become Group Rnanca Controfier
of Morgan Grendel, exaving the
brank 1 1981 10 jom Norwach Linon
a5 Group Fnancial Controllar in
19895, he bacame Genoral Manager
of Norvwach Urson's mtematoral
operghons and was a member of
the team that damutualised and
Soatad tha Socety i 1097 He was
apporded Group Finance Drector
©f Norwsch Uinion n that yeer and
faliowsng tho menger with OGU n
2000 that createxd OGN, he was
made Group Executive Drector
responshie for CONUS UK general
insurance businass He was

promotad (0 Group Fnanca
Daector n 2001, a posthon ha helg
unil he chose to lsave Awa, the
ranamed CGNU busness, gt the
and ol 2003

Jim Mewman sse acs

Grnp Finance Director, sped 42
Jm Newman was appoted to tha
Boerd of Rasolution pic upon the
promotion of Mka Biggs to Group
Chea! Exacutve n March 2007
Ha was previously Group Financial
Controller of Resolution pic, having
joned the Company n 2005 trom
Aviva pic He hald a number of
cifforant Sene managonment
poxtions i Aviva, culmunating in
that of Finance Owector of Norwich
Urson Life Assurinoe, Aveva’s UK
Ko busness Pror to that

ON MaKErs, BoUESTNS and
finandial reconstrucbons, and on
the firancal managemant of with-
profit funds generaly Prior to
Joining TTEnghast . 1967, he spert

lan Maidens

Brandan Meehan

Life Group Limaed n Apnl 2004 as
Chuel Operzting Officer and was
appontad Managenyg Daector of
Resohdtion Managemand Sarvces
Leretad i 2005 folowing :
compigtion of the mamer between
Britanrec Group pic and Resolubion
tifo Group Unvted  He was
appondad to the Resolution plc
Board m July 2008 and o tho
poshon of Group Cheef Operetng
Officer in March 2007 He began
hs carser n the nsurance industry
a5 a broker consultant with Eagie
Star before tregung as an
accourtant with Royal Ireurance
Subsaquently he haid both financal
and operebonal pests with Royal
Life befors moveng to Holland n
1991 to tako up the e of
Operatons Dvector of Royat
Nadértand L evenswerzokaringan
NV, Royal's newly establshed K
BSSUMANGE opermbion  He retumed
to the UK n 1696 to jom KPMG in
¢s nrance Consuttexy prachos
adwsng dionts 0 the UK Life
Inchestry on firanciad operabonal
and strategec ssuas. bn 2001 he
became Anance Dxacior of AMP'S
UK Anancal Servwces busmoss
whera he led the dosing and
de-rslang of the ke funds,
surteges and managing & capdal
MBOOYY (XOGromma whach
cuimnated £ the successhul
Botahon of AMPS UK assets

as HHG pic




Directors’ report

Directors

The names of the current directors
are shown on the previous pages

On 17 July 2006 lan Madens,
Group Cheef Actuary & Head

of Corporate Development and
Brendan Meehan, Managing Cirector
of Resotution Management Services
Limited were appointed exacutrve
directors On 6 March 2007 Paul
Thompson, who served as a director
throughout 2006, left the Company
and was succeaded as Group Chef
Executve by Mke Biggs whose
former posion of Group Finance
Director was fillod by Jun Newmmnan
On 26 March 2007 Brendan Meshan
was appointed Group Chief
Operating Officer

In acoordance with the Comparny's
Asticles of Association lan Madens,
Brendan Meehan and Jim Newman
will be offenng themselves for
electon by sharsholders at the
forthcoming annual genaral meetng

In addrion, non-executve director
Paul Spencer retires al the
forthcoming annual general meeting
i accordance with the Articles of
Associabon The Nominations
Commutiee has initated a process
to refresh Board membershp and,
to faciitate this, Paul Spencer has
ncicated tus wilingness to stand
down from the Board upon the next
new appontment of a non-executive
director Perxting such appontment,
Paul Spencer offers hhmself for
re-election Follovang the annual
performance evaluation of the Board
and indvdual directors, the Board

beleves that Paul Spencer continuas
to demonstrate strong commitment
to the company and to be an
affectve member of the Board

The Board commends to
shareholders the efection of each

of lan Madens, Brendan Meehan,
Jim Newman and Paul Spencer all
of whom they regard as possessing
the requisite skifls and attribwites

to continue making sigreficant
contnbutions in therr respective roles

To mantain an appropnate batance
of directors the status of Clive
Cowdery changed from that of
executve 10 non-axecutve
Chamman with effact from the
extraordinary general meeting hetd
on 17 July 2008, in connection with
the acqusition of the Abbay National
pic ife businasses

Detals of directors' interasts in the
Company's shares are shown in

the Remuneration report Qualifiing
third party indemnity provistons are
in place for the benefit of the
cdirectors, the directors of subsidiary
companes and other senior officers
in relgbon to centan losses and
labdiies winch they may potentiafly

incur to thed parties it the course

of ther dubes Apart from these
indemnities no director had a
matenal nterest i any contract of
sgndficance to the Group's business
axcept for Clve Cowdery in hug
capacity as Charman of the chanty
the Resolution Foundaton, which
recarved a £400,000 chantable
donation from the Company dunng
the year

Principal activities

The pnnapal actities of Resolution
plc and rs subsidianes are the
acquisthon and management

of in-foree Iife funds Since

1 September 2006, follovang the
completion of the acquisition of the
UK and offshore Ife msurance
businesses of Abbey Natonal pic,
the Group has aiso been engaged in
wnting kfe and pensions business in
the UK and vanous offshore
junsdictions

The Group ts organised into threa
broad dmsions 4fe, asset
management and management -
services The chief operations are
in the UK with branches in the
Repubic of irdand, the Isle of Man

and Hong Kong

The ife dwvision manages
Reschubion's operatng Iife comparmes
utiising the servces provided by the
management servces dvision The
life dmsion prowides regulated
management of the Ife comparies
through govemance support
functions compnsing financal
control, actuanal operatons,

lagal, nsk and compliance On

31 December 20086, followng High

Court approval, the Iife assurance
businessas of Alba Life Limrtexd,
Bnianruc Assurance pic, Bntanne
Retrement Solutions Limited,
Brtanmc Unit Linked Assurance
Limited, Century Life pic and
Phoenix {1ife & Pensions Limited
transfered to Phoenx Life Limrted
The purposa of banging together
these businesses was to simplly
the operating structure of the Ife
dmsion and to faciitate more
effective use of rasources, including




capital As part of the transaction to
acquire Abbey's life busmesses a
new business stream was
astablished to manage the

- drstnbubon relationshup with Abbey

Natonal plc working wathin a
framework of intermediary and
retad cistnbution agreements

The asset management dwision
through Resolution Asset
Management Limited (RAM), 1s a
provider of asset management
serices to Resolution Group
compan:es and to thurd parties,
covenng both the retall and
mstitutional markets The majonty of
the assats of the life dvsion ane
managed by RAM Addtionally, RAM
provicles speciaiist pension fund
managerment on a poeoled and
segregated basis and dstnbutes a
ranga of unit trusts, ISAs and PEPs

The management Serces dMsion
through Resdlubon Managament
Sernces LUmited (RMS), prowides
servicas to all ife companies withimn
Resoluhon as well as Group head
office through both mn-house
operations and by managing
relahonships with outsourced
provmders of customer savices
and IT As well as customer sernces
and IT, RMS also prowdes change
managament, human resources
and faciihes support

Business review

The audited resutts for the year are
set out on pages 74 and 75 The
detated financial review of these
results, which also mciudes a
review of supplementary financial
information provided on a European

Embedded Value bass, is set out on
pages 10 1o 31 Thes Financial revew
includes detals of the pnmary key
performance indicators (KPIs) i the
secbon entitied “Financial key
performance ndicators® on page 28
in addibon KPts relating to geanng
and intgrast cover ara set out In

the "Capital, financing and treasury
poicy” section on page 28

The Financial review also includes
details of the pnnaipal nsks and
uncertambes in the section entiled
“Pnncipal nsks and uncertainties” on
pages 30 and 31 Risk management
obyectves and policies are also set
out in note 48 of the consolidated
financial statements

The Charman's statement and the
Group Cheef Executive's operational
rewew onpages 2 tod4 and 50 9
respectvely revew the performance
of the business Information on Ikely
future developments 1§ included in
the “Qutiook”™ section of the
Chaiman's statement on page 4
and in the Group Chref Executive's
operational review under the sechon
entitted “Management seraces” on
page 8 in the paragraph concerming
outsourcing plans

The Group presents s policies In
redation to Human Resources
{including KPis), heatth and safety,
customer impact, commurity
relations and chantable donations
and emaronment m the Corporate
responsibdity secton on pages
47 10 53

The information referred 1o above
fulfils the requirements of the
business rewview provisions of the
Companies Acl 1885 and 1
ncarporated by reference mto, and
shall be deemed to form part of,
this report togather with the other
mformation referved to in this
Directors’ report

Acquisitions and
disposals

On 1 September 2006, the Group
compieted the acquisibon of the

UK and offshore fife businesses of
Abbay Natonal pic, together with -
the associated new busmess
infrastructure and service
companes The total consideraton
for the acquisibon was £3 6 bilion,
whech was financad by a
combination of exasting cash
resources, a lly-underwntten nghts
1ssue of epproxmately £1 55 bilion
and new dabt faciities The terms of
the nghts ssue were exght new for
every mne existing ordinary shares at
an 1ssue pnoa of 480 pence per new
ordinary share ‘

Further detals are prosmaded m note
43 of the consolidated financial
staternents

Changes n mnonty mterests are
prowded in notes 22 and 47 of the
consokdated financial statements




Directors’ report
(continued)

Results and dividends
(restated for the effoct of the
nghts 1s5ue on 9 August 2006)
The resuits for the year are set out
on pages 74 to 75

The directors propose the payment
of a final dmdend for the year ended
31 December 2006 of 13 28p (2005
- second intenm dwdend 11 55p)
per share which, together with the
ntenn dividend of 6 B4p (2005

5 77p} per share paxd on 20 October
2006, represents a dmdend for the
yedr of 19 82p (2005 17 32p) per
share

The propesed final dvdend, if
approvad by shareholders at the
annual general meeting, will be
payable on 15 Juna 2007 to
sharsholders on the regster of
members at the close of busmness
on 1 June 2007

Creditor payment policy
The Group does not foliow any code
or standard on payment practcs,
bbut d1s the Group's policy to pay

is suppliers within 30 days of the
tvoice date or f different, in
accordance with any terms agreed
wath supphers As at 31 December
20086, the amounts owed to trade
creditors represented 28 days’ worth

of goods and services supplied
to the Group (2005 27 days)
The Company, Resolution pic,
had no trade creditors as at
31 December 2006

Statement of going
concern

After making enquines the directors
have formed the view, at the time of
approving the financial statements,
that the Company and Group have
adequale resources to continue n
operational axistencs for the
foreseeable future For this reason
the direciors continue 1o adopt the

going concern basis In prepanng
the financial statements

Substantial
shareholdings

As at 16 Apnl 2007 the Compeny
had been notified of the following
direct and indirect interests i voling
nghts equal to or m excess of 3% of
its ssued share capital

Awviva pic

Lioyds TS8 Group pic
Black Rock Inc

. Legal and General Group pic

Perry Partners intemationa), e
Deutsche Bank AG

Numbes of Pefcantage of

shares fssued share capal
39,111,103 5T1%,
35,791,628 522%
33,501,767 4 88%
27,318,894 3 58%
20,919,067 305%
20,787,378 303%




Disclosure of
information to the
Company’s auditors

In the case of aach of the persons
who are diractors of the Company at
the date of approval of this report so
far as each of the directors s aware,
there s no ralevant auvdit information
(as defined n the Comparves ACt
1885) of which the Company's
auditors are unaware, and each of
the directors has taken all the steps
that he ought to have taken as a
director to make tumnself aware of
any relevant audit information (as
definad) and to establish that the
Company's audrtors are aware of
that mformation  This confimnation

ts gven and should be interprated

N accordance with the provistons

of section 2342A of the Companes
Act 1985

2007 Annual general
meeting

The annual general meeting will be
heid at The Cumberiand, London
on Wednesday 6 June 2007 at

10 30am A Notice of Meeting and
form of proxy have been included
In & separate docurnent sent to
shareholders with thes eport
Resolutions will be proposed to
daciare a final dvidend, receve the

2006 report and accounts, approve
the 2006 Remuneraton report, elect
directors, reappoint Emst & Young
LLP as audiors of the Company and
authonse the directors to determine
the audiors’ remuneration
Sharsholders will also be asked 10
rengw the genaral authonty of the
directors to 1ssue shares, together
with the authonty to disapply
pre-empton nghts and authonse
the Company to make market
purchases of its own shares

In addiion, a resolution wall be
propasad to amend the Articles

of Assocabon to reflect and take
tull benefit of some of the new
provsions of the Companes Act
2006 and to reflect a number of
other legislative, reguiatory and best
practice developments The directors
intend to vote in favour of each of

" the resolutions in respect of ther

own benefictal holcings

By onder of the Board

/441?. A

Comparny Secrotary

16 Apnl 2007

Resolut




Corporate governance

The Board fully supports
the pnnciples of corporate
governance and the code
of best practice contained
in the Combined Code on
Corporate Governance
publshed in 2003 by the
Financial Reporting Council,
and updated subsequently
in 2006 The Board further
supports the additional
measures required by the
updated Turnbulf Guidance
on internal control

This statement, together with the
Remuneration report, explains how
the Group has complied wath the

govemance prnciples as sst out i
section 1 of the Combined Code

The Group 15 committed to
mantaming a sound govemance
framework through whuch the
strategy and objectives of the Group
are set and the means of attaining
these objectives and monttonng
performance 15 detemmned

The comorate governance
framework of the Group compnses a
set of pohaes, committees and key
mles with defined delegated

‘ authonties The Board Contral
Manual is the formal document
whuch sats out the framework and
terms of reference for the Board, iis
committees and the responsibilibes
of kay Group level roles as well as

the matters reserved for the Board
and the authontes delegated by the
Board to the executive directors

Board of directors

The Board has overall responsibiiity
for the governance of the Group

In particular the Board, led by the
Chawrman

* establishes strategic objectives
and a set of corporate values that
are commurvcated throughout the
Group,

e seis and enforces clear iines of
responsibiity and accountabilty
thmughout the Group,

+ ensures that Board members and
sernor management are quahfisd
for ther positions, have a clear
undarstancing of their role in
comporate governance and are
able to exercise sound
independent judgerment about
the affars of the Group,

* ensures that there s appropnate
oversight of the Group's activites

by senior management,

» ytiises effectvely the work
conducted by internal and! extemnal
audrtors, as well as other control
functions, given therr cribcal
contnbubon to sound corporate
govermnance,

* gnsures that compensaton
policies and prachces are
congistent with the Group's ethical

values, objectives, strategy and
control ermironment, and

* conducts corporate governance in
a transparent manner

In reviewuyy the Group's overall
corporate governance arrangements
the Board continues to give due
considerabon to balancing the
interests of policyholders,
shareholders, employees and tha
widter community

In bne with the requirement of sound

corporate governance, there is a

formal schadule of matters ressrved

specificaly for the Board's decision |

These include approval of the

Group's long term strategy and

busmess plan, annual operating and

capetal expenditure budgats and

reguiar review of the Company’s and ‘
its dvsions’ performance n the bght ‘
of the Group's strategy, chyectives, \
busmness plans and budgets 1

The terms of reference for the
Board, together wath those
of its committees are documented
formally and are updated as
necessary The Board Control
Manual sets out the pnnctpal
delegated authonties to
managemant to mplement strategy, ‘
monetor reguiatory and reporting i
|

requirements, approve accoums and
budgets and to manage the day to
day operations of the business

The Board 1s also responsible for
ensunng mamtenance of a sound




systam of internel controt and nsk
management, the approval of any
changes relating to the Group's
capital structure and approval of

© maor changes to the Group's
carporate, management and
contfrol structure

The Board heid thirteen meetings
dunng the year, four of which were
corvenad specifically to consider the
acqusition of Abbey's Iife businesses
and the associated nghts issue The
Board cumrently compnses a non-
axecutive Chaiman, four executive
and seven other non-axecutive
directors The non-executive
directors, all of whom the Company
detemmunes to be independent,

play a full role m constructively
challengng and developing strategic
proposals as well as chamng and
beng members of vanous Board
committeas They similarly scrutinise
management performance, financial
controls and systems of nsk
management Thera s a clearly
documented dmsion of
responsitahties batween the
Charrman and Group Chuel
Executiva, detats of which are
avadable on the Group website

The Combined Code also
recommends that the Board
appoints one of ts mndependent
non-axecutive directors to be the
servor independent director Thes
director s available to shareholders
should they have concems which
contact through the nomal channels
of Chairman, Group Cluef Executve

or Group Finance Director has faled
to resoive or for which such contact
is nappropnate Dunng the year this
rale end that of Deputy Chairman
was and continues to be futfiled

by Maloolm Withamson
Notwithstanding the fact that
Malcolm Wilhamson was untit
complebon of the merger of
Bntannic Group pic and Resolution
Life Group Limtted in September
2005, the independent non-
aexecutve Chamman of Bntanmc
Group pic, the Board determined
that his mdopendent character and
judgerment are mamtaned and

that he should continue as the
Company's senior independent
director

Company Secretary

All directors have access {o the
Group Company Secretary whose
role includes ensunng that Board
procedures and reguiatons are
followed On entry into the FTSE 100
n September 2008, Randal Barker
was apponted Group Company
Secretary in addition to hus role as
Group Legal Drector The Group
Company Secretary together

with the Group Risk, Audrt and
Comphance Cirector 1s also
responsible for advising the Board as
a whole, through the Chamman, on
all corporata govemance matters,
assisting the Charman in assessing
what information i required by the
Board and in prowding an nduchon
programme for new directors The
appointment or replacement of the

Group Company Secretary 1s a
matter reserved for Board decision

Directors’ evaluation
and training

Performance evaluaton of the
Board, s commitiees and ndwidual
dmectors dunng the year was
undertaken pnmanly through the
mecharssm of formalised self
assaessment questonnaires The
process was designed to cover key
aspects ncluding the development
and monitonng of the corporate plan
and strategy, nsk management and
Board and Board committee
affectiveness, as well as drectors’
perfomance and commatment Key
results, all of which were positive
and constructive, continue to be
acted on by the Chairman and the
Board The periormance evalustion
of the Chairman was undertaken by
the non-executve directors, led by
the seruor independent director,
Malcolm Wibamson

In conclusion, it was detesmmined that
the Board and its comnuttees
continued to operate eflectvely
dunng the year and that each
director continued to contnbute
eftectively and demonstrate
commitment to thexr role

Specrfic tratrung requirements of
directors are met ether directly or by
tha Company through awarenass
sassions and legal/reguiatory
updates Board succession planning
18 kept under review by the
Nominations Committee




Corporate governance
{contmued)

Board committees

The number of Resotution pic Board
and commitiee meetings heid n the
yoear ardd the attendance of each
director 1s sat out below

Audit, Risk and
Compliance Committee
Bunng the year the Audit, Rigk and
Compliance Committea met ning
times it s compnsed solely of
non-executive directors, Dawd
Allvey, Sir Bnan Widlamson, Majcolm
Willamson and Dawd Woods
Dawd Alivey, a past member of tha
UK Accounting Standards Board,
chared the commuttee throughout
the year

The commuttes 1s constituted
formally with written terms of
reference which are available on the
Group's website The committes

assists the Board in meeting s
responsibiities 1n respect of the
system of nsk management and
intermnal control, external financial
reporting and all regulatory and
comphance matters Thists
facilitaied by the committee recemng
reports on ongoing actmvities from
the finance, nsk, mtamal audit,
complance and legal functions
Relevant executive and semior
management as well as the external
audrtors are ivited to attend as
appropnate The extarnal auditars,
the Group Risk, Audit and
Complance Diector, the Group
Legal Director and the heads of nsk
and intemal audnt serwces and
comphance and legal officers have
direct access to the committea
Charman without the presence of
the executive directors for

independent discussions

Attendance at meetings in 2006

Cand Altvey

Mike Biggs

Su Dawvid Cooksey

Cive Cowdery

Lan Mardens (appointed 17 July 2006)
Brendan Meehan {appowted 17 July 2006)
Aram Shishimanan

Paul Spencer

Pay Thompson (left 6 March 2007)
Str Brian Willamson

Malcolm Wilhamson

Dawd Woods

The committee may examine any
matters relating to the financial and
comphance affars of the Group and
the Group's intemal and external
audits This includes keeping under
review the scope and resuits of the
axternal aucit and other seraces
provided by the auditors and ther
effectivaness, independence and
objectvty The Group operates a
formal pobcy on the prowsion of
non-audit services by tha axternal
auditors to ensure transparency and
that such matters do not impar the
{udgement or iIndepandence of the
auditors Thrs includes consideration
of whether the skills and expenence
of the audt firm make it the most
suitable suppber of non-audit
serces as well as the nature of the
work, the fees and therr refation to
the total audn fee Asty matenal

A, Risk and Fenunerabm Nomwhons

Group Board Compliance Commetes Commdtee Commsties
13(13) 9 ) na 1(2)
13{13) na wa wa.
12(13) na 6 (6} 2()
13(13 na na na
44 na wa wa
44 na wa na
13(13) Va 6 (6} 2@
12013 na 6 (6) va
13(13) nfa va wa
12{(13) 6{9) na 20
1213} 70 5 () na
12(13) g @) 5 (6) na

Figures in brackats indicate maximum number of meetings dunng the penod i which each indmdual was a Board/
commitiee member Group Boards include four meetings spectically convened to consider the acquisiion of the Abbey
Nabonal plc ife businesses and the assocated nghts 1ssue im Newman was appointed to the Board on 7 March 2007

subsaquent to the year end




non-audit services require the
committee’s formal approval

The Audit, Risk and Compliance

. Committee also considers and
reviews other nsk management and
control documentation, nckuding the
Group's policy on whistieblowing,
fraud prevention and the results of
internal and external audit and
compliance rewiews as well as legal
reports and the terms of any letters
of representation issued to the
axternal auditors On an annual basis
the committee considers and makes
a recommendabon to the Board as
to the appontment, re-appaintment
or removal of the extermal auditors
and that of the Head of Internal
Audit, a posihion hedd cumently

by the Group Risk, Audit and
Comphance Diector A resotubon
proposing the re-appoimntment of
Emst & Young LLP as Group
auditors will be put to shareholders
at the forthcoming annual general
meeting

Remuneration
Committee

Dunng the year the Remuneration
Commuitee met sx tmes ftis
comprsed solely of non—executive
directors, Sr Davd Cooksey,

Aram Shishmaruan, Paut Spencer,
Maicolm Wilkamson and Dawd
Woods Sir Dawd Cooksey chaired
the committee throughout the year

The committes 1s constitutad
formally wath wrttten terms of
reference avalable on the Group's

website The commities assists

the Board m discharging its
responsibdibes in relaton to
remuneration, inchuding determirung
the ndmdual remuneration and
benefits of sach of the executive
directars in accordance with the
Company's policy for executive
remuneration, making
recommerdations and manitonng
the specific remuneraton peckages
of sentor management below Board
level 1t s also responsibia for
approving the overall emuneration
policy in relabon to all other
employees

Nominations Committee
Dunng the year the Nommnations
Cornrrittee met twice It is
compnsed solely of non-axecutve
drectors, Sir Bnan Wilamson, Dawd
Alvey, Sir Dawid Cooksey and Aram
Stushmarsan Sr Bnan Willamson
chaired tha committee throughout
the year The committes 1s
canstituted ftormally with terms of
reference which are avallable on the
Group's websie

The committee assists the Board
in chschargng its responsibiiies
re!atlng to ds structure, sze and
composhon, including the sklls,
knowiedge and expenence required
of its members It 1s also responsible
for consderabion of succession
planning for directors and other
seruor management, identifying and
nominating for approval by the
Board surtable candidates to
Board vacancies as and when they

anse Generally, external saarch
consuitants are engaged to assist In
the selection of candidates to fill
Board vacancies However, dunng
the year two internal appcointments
were made whch, whilst not
affecting the mdmduals’ respectve
roles within the Group, were deemexd
by the Board, upon recommendation
of the Nommnations Comrmittee, to be
in the best intemests of the Group as
they added considerable depth and
strength to the then exssting Board
lan Mardens, Group Chief Actuary

& Head of Corporate Development,
and Brendan Meehan, formedy
Managing Drector of Resoluton
Management Services Limited, were
appointed to the Board as executive
directors on 17 July 2006

Subsequent to the year end the
committes racommended the
promobon of Mike Biggs to the
positon of Group Chief Executive on
7 March 2007 and his replacement
as Group Finance Duector by Jm
Newman, formerly Group Financial
Controller On 26 March 2007
Brendan Meehan was apponted as
Group Chief Operatmg Officer

All new directors appointed by

the Board ame mquired to submit
themselves for electtan at the next
annual general meetmg  In addnon,
the Articles of Assocsation of the
Company require the drectors to
submit themsetves for re-election to
the Beard at least every three years

Resolution
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Corporate governance
(continued) -

Group Executive, Risk
and Capital Management
Committees

These three committees are not
Board commitiees but ame
established through the authonty
delagated to tha Group Chief
Executive

The Group Executrve Committee,
chaired by the Group Chiet
Exacutive, meets monthly on a
formal basis and also compnses
the Group Finance Director, the
dwmsional Managing Directors, the
Group Cheef Actuary & Head of
Corporate Development and, snce
March 2007, the Group Chiet
Operatmg Officer This committee
assists the Group Clvel Executive
in developing strategy and by
challenging and reviewing business
plans and performance for uttmarts
conmderaton by the Board

The Group Risk Commuittee, chaired
by the Group Cheef Executve, meets
morithly and also compnses the
Group Finance Director, the Group
Chuef Actuary & Head of Corporate
Development and, since March
2007, the Group Chief Operating
Officer This commuttee assists the
Group Chief Executve n the
formutation of the Group’s overall nsk
appetiie, tolerances and strateges
for managing all sgnficant financial
and non-financial nsks facing the
Group This committee played

a kay role n the review and
recomrnendation of the Group
poticies thal were developed and

implemented through 2006 and in
the management of and response to
the FSAs nsk review (ARRCW) wistt
and report The committea regularty
reviews management mnformation
produced by the Group Rigk, Audit &
Comphance Director to ensure that
the business is operating wathin
agread nsk tolerances and to modify
when necessary thosa tolerances

The Group Capital Management
Committee, chaired by the Group
Fnance Dwector, also compnses the
Group Chief Executive, the Group
Cheef Actuary & Head of Corporate
Development and the Group
Financial Controller The committes,
which meets quarterly, adwses the
Group Chief Executve on all aspects
of the Group's capital and solvency
management as well as monitonng
mpiementaton and management of
related Board approved strategies
and policias

Directors’ remuneration

Details of remuneration poticy,
service contracts and the
remnuneration of directors are
provided N the Remuneration report
on pages 54 to 64 which has

been prepared n accordance with

“to the requirements of the

Comparies Act 1985

Investor relations

The Group operates an actve
Inwvestor relations programme to
ensure that serwor managemsnt
meet regularly with major
shareholders, potential new investors

and market analysts to discuss the
Group's strategy and financial
performance The Boand will consutt
with major nstitutional shareholders
and represantative bodies such as
the Associaticn of Brtish Insurers
and the Natonal Assocatien of
Pension Funds on substantive issues
and lakes regard of insttutions’
compordte governance gudelines

To keep appraised of the
stockmarket's views of the Group,
research from market analysts is
distnbuted to the Board together
with a regular summary of
institutional mvestors’ views

The Group also communicates with
private and institutional shareholders
through its annual general meeting
and the intenm and annual reports
Shareholders may also access

the Group's website at

www resolutionplc com which
contans lnks to investor and
corparate wformation, including
access to webcasts of financal
results and other presertabons given
by seror management

Votes representing some 54% of
ssued share capiial were cast at the
2006 annual general meeting of
whech voles m favour of the
resolutions vaned from S8% to 99%
At the extraordinary general meehng
0 approve the acqursibon of Abbey's
life businesses and the associated
nghts tssue, votes representing 66%
of rssued share capital wene cast
with votes i favour of all resolutions
m excess of 99%




Responsibilities
as institutional
shareholders
As a major institutional shareholder

" gsell, the asset management dvision
on behalf of the Group continues to
axercise s responsibiity as a
shareholder by using its voting nghts
and seelang regular contect with the
management of those companes in
which it 1s invested Investmant
managers at Resolution Asset
Management with respons:bility for
somea £61 billion of funds, teke into
account any factor that might have
a beanng on performance as part
of therr stock selection process
mnciuding soaally responsible
investment issues

Accountability and audit

The responsibiiies of the directors
and auditors in relation to the
financial statements are sat out on
pages 65 and 147 and pages 66
and 148 respectively

Risk management and
internal control

The Board recogreses its ovemding
responsibiity to ensure that mgh
standards of corporate governance
apply throughout the Group It seeks
to delver continuous improverment
n the govermance poliaiss and
prachoes n operation, mportant
strands aof which relate to nsk
managernent and ntermal control To
support this desire, the Board has
constituted the Audrt, Risk and
Compliance Commuittee, with clear

tarms of reference whuch outine s
responsixity to revew, on behalf of
the Board, the key nsks inharent in
the dmisions and the systems of
control n place to mitigate these
nsks These duties include

* gs a minmum, an annual review of
the effectiveness of the Group's
sysiem of intemal control and nsk

management and the reporting of
these matters to the shargholders,

* reviewng the Group’s govemance
strategy and recommending how
changes in gudance, legisiabon
and regulation should be
mptemented,

* reviewing, and whers relevant
approving, tha remit of internal
audit across the Group, mtemna
audit plans and findings and the
appropnateness of management's
response to internal audit
recommendabons,

= reviewing the eflectiveness of the
Group's polcies ardd procedures
for the management of nsk and
recenng regutar reports
twghlighting matanal stratepe,
extemal, operatisnal and financial
nsk matters and how those nsks
are bemg managed throughout the
Group This includes any matenal
legal or reguiatory proceedings to
wtech the Group s a party, and

* reviewmng and approving the
compbance function'’s strategic
and operational plans and

recasving reports on matenal
comphance issues and
management's responsa to
these 1ssues

Ounng 2006, the acquistion of
Abbey's ife businesses created
addmional responsibilities for the
enlarged Group However, despite
these add:tonal responsibdities no
matenal changes to the framework
wera required to accommodate the
organisabonal changes The
structure of committees, pobcies,
rofes and delegated authontes, all
of which are supported by the
independent assurance functions
of nsk, audit and comphance,
have been molled out to the
enlarged Group

As outhned above, dear Board

and Board sub-commities
structures, membership and terms
of reference have been mplemented
and adopted by all dvsions within
the Group

The directors are responsible for the
Group's system of nsk management
and mtemal controt, mcluding
financial, operatonal and comphance
controls, and for reviewing its
effactveness Due to the tonutations
that are inherent in any system of
intemnal control, it 1s designed to -
manage rather than eliminate nsk
and can provde only reasonable and
nol absohte assurance agamst
matenal mis-statement or loss

Resolution




Corporate governance

{continued)

In assessing the business nsks

the directors take mto account any
benefits thal may acerue from nsk
acceptance before making a
commercial decision to ensure that
nsks are commensurate with the
antaipated retuns

On a six monthly basss senior
managers who are registered with
the FSA are required to perform

a review of the systems of control
and management of nsk in ther
area of responsibility Esch maneger
considers the scope of therr role,
the nsks they face and how
effectivaly the controls have
operated A declaration 1s made by
each manager {0 confirm thal esther
all nsks and ssues that are matenal
to the Group have been reported
through the regular reporting
mechanisms or that excepbons
exasl The results of this exercise
for 2006, which are reported intially
o dwvisional Audt, Risk and
Compliance commitiees, have
shown no matenal exceptions to
report to the Group Aucit, Risk

and Complance Commitiee

A set of Group policies has

been defined by the Group and
approved by the Board These
pokctes cover the key nsk areas
that the Board determines are
imponant to it and the Group’s
staksholders The policies set a
minimum standard by which the
Board expects the Group and sach
dmsion 1o operate, thersby creating
a consistent framework for
managemerit and govemance
acrass the Group and all dmsions

Systems of intemal control have
been developed 1o manage the
Groups business nsks Busmess nsk
and the effectveness of intermal
control are ewewed requantly by
direciors throughout the Group,
nchuding sigruficant assessment
actmty subsequent to the acqustion
of Abbey's hfe businesses
Waeaknessas dentfied dunng the
coursa of these rewews have baen
incorporated mnto action plans to
delver improvernents None of the
waaknesses identified have gven
nsa to matanal loss, contingency or
uncertanty thal requie dsclosure

Risk identification,
evaluation and
management

A consistent framework for nsk
management across the Group
enhances tha miemal control
enwonment The frameworiis
apphed through an ongaing

process which requires thorough
wdentdication, evaluation and
management of nsk and a common
bass from which sigruficant nsks can
be reported 1o the Board, allowing
comparabity across the Group The
assassments also provde a key

_ nput, where relgvant, to the Group

and subsichary nek based capdal
calcutations

Sersor management are accountable
for the management of nsk within
their operatonal areas Thes irvolves
the identification of the nsks facing
them i ther operational areas,

the assessment of the controls
necessary to manage those nsks

and ensunng that these are
documnented, montored and

roportad agamst on a regular bass

The Group has estabtished
independent nsk management
functions which are responsible

for the development and
implementation of enhanced

nsk dentficaton, assassment,
managemen! and reporting
processes These functions support
senor managemant throughout the
nsk management process and also
identrfy the sgnificant nsks to be
reporied at dvsional and Group
level based on defined matenality
levels

Dunng 2006 the Group commenced
the implementation of an operational
nsk application, covenng all
dmsions, wiuch will prowds further
assurance over the operational nsk
and intemal control emaronmert

The significart control elements of
nsk management that operate
across the Group nclude

= dalegated authontes to respacive
dvisional managing directors
to manage and operate ther
businesses within the hmits and
pobcres set by the Group Board,

= maguiar meetings of the Group
and subsihary executrve teams
to manage business actaviies
and nsks,

* nsk committees, which meet
&t least four tmes a year and
compnse the reléevant members




of the executive teams These
committees which have been
established at Group and
dmsional level mondtor and review
ntormaton from the Group's nsk
managemen processes and
report therr findings to the
dmsional Audit, Resk and
Compliance Committee and,
through the Group Risk, Audit and
Compliance Director, to the Group
Audit, Risk and Complance
Commuittee, and

* the apphcaton of detaled
modelling techniques to analyse
the financial postion and the
sansitnty of the Group to
economic and business scenanos,
n parbeular through developing
approaches 1o tha calculaton of
nsk based caprtal and the support
of the FSA's Indmdual Capital
Assessment process

In addition to the nsk management
functons the Group mamans
tntemnal avdit and compliance
functions with specific responaibilites
to audit and remew nsk management
and ntermal control processes and
structures across the whole Group
These review and audit programmes
are basad on assessments of the
nsk profile of the Group and
subsidianes and results are reported
formally to executve management
and the Group and dwisional Audit,
Fusk and Compliance Commuitees
The Group Risk, Audit and
Complance Dinactor reports to the
Chairman of the Group Audrt, Risk

and Comphance Committes in
relation to nsk management, intermal
audit and comphance issues, In
addtion to the Group Finance
Dwector The haads of the intemal
audt and comphance funchions for
each dmvsion report directly to the
chairmen of ther relevant Audit,
Risk and Compliance Committees
and to senior executives within
each dmsion

The heads of nsk management,
compliance and mtarnal audit from
across the Group also meet on a
quarterdy basis, chaired by the Group
Ruisk, Audit and Compliance Director,
to ensure consistency of approach
and reporting throughout the Group
and shanng of matenal issues and
management practices

Management 15 responsible for
ensunng that sufficient control
procedures exast in relation to
trensaction processing and other
busingss actmvties to manage nsk
effectvely The additonal elements of
the mternal control structure whuch
alow the directars to be confident
that kay nsk areas are being
managsd eftectvely inchude the
followang

* processes are in place at Board
leve! to ensure that sirategy s
focused, remans clear, can
accommodate ntema corporate
restructunng and can respond to
the corporate development of
competitors,

* the lfe dmsions have committees
1o review investment strategy, asset
and habiity managament, investment
performancs and the performance of
asset manggers These committees, '
wiuch ensure the appropnate
implementaton of mvastment and
credit nsk policies, report to the
dvsional executive management
team,

+ a formal funchon and governance
process has been estabished for the
closa and reguiar montonng of the
Group's outsourced prowders, in
particular m relation to policyholder
administraion actviies This
includes monthly review meetings
with outsourcars to review
performance and adherence 1o
service level agreements,

+ the Group uses denvatives, where
approprate, for the purposes of
sfficient portioho management and
to mitigate the nsk of adverse
market movemants The Group has
policies m place in relabon to such
transactions and robust approval
procedures,

. theramedemlladoontrdpmoedmes'

in place at the Iife and pensions and
new busmess dmsions surroundng
underwiming nsk and the
raassurance of tus nsk Underwnting
practices and reassurance treaties
are subject to regular reassessment,
eview and montonng  Specahst
actuanal resource has been
allocated to further developing
iNsurance nsk management,

Resolution




Corporate governance
{continued)

* detaled plans, budgets and key
perfarmance indicators aligned
with comporate strategy are
developed and momitored by the
boards and executive committees
of each operating subsichary on a
regular basis Key performance
mdicators cover all aspects of
each dnasion including customer
sarvice, human resources,
technology, products and sales
and markegng, and

= the Audt, Risk and Comphance
Committee responsible for each
busmess dmsion wathin the Group
recenves requiar reporting on
intermal controls and on
complance with all key regulation
and legpsiation to which the
business dmsion 15 subject

The Group Risk, Audit and
Comphance Director s responstble
for ensunng that the Group has
appropnate insurance cover to
mitgate certan nsks that have bean
xentifiad Upon the acquisibon of
Ahbey's life businesses a full rewew
of the Group's insurance broking
arangaments and nsurance cover
was conducted to ensure that the
cover purchased fully reflected the
most recent changes n the Group's
business nsk profile

The nsk management processes
and intemal contral ermarcnment
descnbed above have been in
place across the Group throughout
2006 inclucing the acquired Abbey
Ife businesses wath effect from

1 September 2006 and acoord
with the Tumbull Gudance on
internal control These processes
are subject to continual review

and enhancement and further
improvements are planned for 2007

Combined Code
compliance

The Board confirms that the
Company comphed with the
provisions set out n section 1 of
the Combined Code throughout the
twelve months ended 31 December
2008, save that not all of the Board
were gvatable to attend the 2006
annual genaral meeting (Cods
provsion D 2 3) and that the 2005
annual report was sent to
shareholders lass than twenty
working days before the meeting
(Code provision D 2 4) due o the
merger of Bntannrc and ALG and the
extended time required to complete
the substantial addional disclosures
ansing from the adoption of

_International Financial Reporting

Standards and the European
Embedded Value methodology for
the first tme




Corporate responsibility

In setting its corporate
standards, Resolution takes
account of the significance

. of social, environmental
and ethical matters
Any such matters of
significance are also
addressed through the
Group's nsk management
framework which considers
operational and reputational
nisks as well as those of a
legal, regulatory and
financial nature The
Group’s corporate
responsibility policy is
supported by more detaled
policies on 1ssues such as
human resources, heafth
and safety and the
environment

Resolution 1s committed to being a
responsible member of the vanous
communities in which it operates
and recogrises its obhgations

to all its stekeholders including
policyholders, shareholders and
employees The Board has
desgnated the Group Chief
Executive with specific resporsdxlity
for corporate responsibiity tssues,
supported by the Group Comparny
Secretary Resolution has developed
a set of values that underpin the way

the Group works intemally and how
it interacts with iis stakeholders
These values are

Faimess — We are honest and
transparent with each other and
our customars We treat all our
stakeholders faty and we act to
the highest standards of integnty

Ownership — We take responsibility
for all our tasks, we own the
cofporate strategy and are
empowerad to do so

Teamwork — We work as a team,
shanng informaton and tasks and
wa nurture our talent

Dadication - We are dedicated
to success, to being the best In
our sector and to beating the

competition

Human resources

The Group fully recogreses both the
value and signidicant contnbution its
employeas make to the cument and
future success and growth of the
business Group Human Resources
(HR) poticies are therafore algned to
the business, the employees’ needs,
the reguiatory environment and
stakehoider expectabons

The stated HR strategy = to "enable
the orgarusation to optimuse the
contnbutons of its pecple™ To
achieve this the Group HR function
prowdes HR Business Partners to all

a7

dmsions to detiver a full range of HR
sarices Group-wide approaches to
HR 1ssues are adopted where this
supports the development of a single
employer brand, where this improves
operational efflectiveness and where
Group capabiity can be improved by
common development and reward
practices

Robust frameworks have been
developed for a wide range of
people processes, including
recruitment, reward, learmnmg and
development, the establishment
of empioyee competence and
performance management

Al our people policies am 1o
meet the expectatons of our
employees, stakeholders, the
FSA and other reguiators

Employment policy

Resolution 1 commutted to craating
an emaronment in whech all of ts
peopte feel fully able to contnbute to
the future success and growth of the
business

The Group wishes to be corsidered
an employer of chowe with a
commitment to recognising, retamning
and appropnalely rewarding its staff
To help the Group achueve this, the
HR function aims to delver robust
and value-enhancing pecple
frameworks and benchmarks itself
agamnst a range of comparabla
companies to ensure best practce
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Corporate responsibility

(continued)

Within the Group, trade ursons and
dected bodies are recognised for
consuitaton and negotiabon
purposes with clear docurnented
procadures and policies sumounding
these actmitios In addition to this, a
meanmngful commitment 1s made to
employee communication with
several forums and communication
channels bang mantaned to ensure
all employees are regularly updated
on business progress

Throughout the Group a vanety of
informal and formal means are used
to gan feedback from employees
Dunng the year confidental
questionnaires provding anommity
of response are used to gather staff
views on a number of cultural and
smudar issues The resuts of the
2006 staff survey have been
evaluated by an mdependent
extemal agency and areas icientified
for management attention are being
addressed through a HR business
change programma

All employment and traming policies
are fully complant wath appropnate
employment legsslaton and
reguiatory obbgations HR practice
ts audited reqularty and 1s reviewed
at Board level

Besotution 15 an equal opporturuty
employer and encourages, through
the ongong development of its

HR pohces, the recrutment and
retentbon of a fully diverse workforce
Polictes were reviewed and rewvised
as necessary and workshops held
for senior managers dunng the year

with regard 10 new ant-age
discnmination legisiaton ‘Family-
inendly’ polices are also in place to
encourage flexble working and are
consistert with the need to mamtain
effectveness and levels of customer
service Many of these arangements
IMpAOVE upon current legislative
requirements

Full and fair consideration I1s given
to apphcatons from, and the
continuing employment, trairng,
career development and promoton
of, disabled people

Where the Group finds it necessary
to make redundancigs, for example
as a resuit of ts acquistion strategy,
fts approach 10 managing such
situations 1s lo seek to meet or
improve on best practice Included n
this approach 1s full consuftation
through recogrised trade unions

or glacted consultatve groups,
enhanced redundancy terms
Incorporating statutory mnimum
requirements and appropnate
counselling and outplacement

support provded by an external
suppher.

In additon, avery eftort 1s taken

to reduce the mpact on the
established headcount Vacancies
are frozen whesever possibie, the
need for temporary staff 15 mvewed
and redeployment encouraged and
aupportad with tnal penods, training
and development

Human capital metrncs are produced
within the Group to suppon the
effectve managasment of stafl This
incorporates a number of people-
related measurements, such as '
“turnover’, headcount and absence
to identrfy trends and patterns

The Group HR department monitors
numernus people metncs across the
Group throughout the year This
assists the Company in analysing
people trends and performeance
against comparable companies
Ounng 2006 some of the key
‘people’ parformance inchcators

were -

Key parformance indicator description Anngi mezsuce’
Annual staff umover ™
{rieroed Iy BussaYe e umover of the papuinnn Choasing 1D v the gampany wluntaiy?

. Annual new starter tumover B%

{zonced 16 D e aber of erpkecs ieaving vorntarly witin fust 12 Mont of smployment?

Percentage days lost through sickness

1%

gnizncied b Bty Bw 0] days 051 I8 & reslt of the atoenc stsanoes n e poputstonl?

Percentage employees sponsored on Professional Qualthcaton 31%
freeraied D Bstnoie the aamber of eployees barp sporeored by e compy Btugh 4 prolessorsd gualiicasion n 20069

Percentage employees promoted (nternally

%

(reeraded 1 Brrstrate te fumbes of emploees win fod an ntermad promaton in 20067

1 Thesa fgures exclude ax-Abbey Nahonal pic e businass employees due to the
fact tha the acquisiion took place in Septernber 2006 Annual figures for the new
entarged Group wall be included n future reports

2 Souwce Company HR Information System
3 Source Resolution Learneng and Development




Recruitment

The Group is committed to prowding
its customers with tha best service,
mantainng its reputabon for financal
ntegnty and compliving with all legal
and regulatory requirements Thes
includes meeting the nudes of the
FSA and other regulators when
appomnting pecple to certan
cuslomer facing and back office
posbons and sefnior management
roles Every dmsional Managing
Director 1s responsible for
understancing the regulatory
requirements retating to recrutment
and ensunng that these are applied
in ther dmsion as necessary

In order to prowide assurance that
the Group 13 comptying with legal
and regulatory requirements arxd
ntemnal polces, appropnate
documentation s retained withun the
gudelines of the Data Protecton Acl
to ensure that the recrutment
procass s compliant

The Group HR Drector 1
responsible for developing people
planming processas which ensure
that the nght peaple, based on
skilis and capabdites, are in place
to meet cument and antictipated
business needs

Learning and development
The Group 1s committed 10 the
provision of appropnate leaming and
development for both regulated and
non-regulated positons Indnadual
tramng needs are inked to the
actuevernent of agreed business

obyectives and are met through a
vanety of tramning interventions

A set of organisational competencies
has been developed wiuch am linked
to the achevemnent of business
objectives and are used by all
managers and employees o assess
their traning and development
fequirements

The Group has formal Tramung and
Competence Schemes which are
montored reqguiarly by the Trarung
and Competence Manager and
directed by a Corporate Govemance
Forum in addiion, afl regulated
ovemseers have formal competence
trackers

Dunng the year, Scottish Prowdent
International, winch amploys
approxmately 140 statf m the Isle

of Man, was awarded Investors in
People Champion status, one of only
nNe organsahons to recenve thig
prestous award m 2006 This
programme recogrises employers
that have enhanced the performance
of ther orgarusaton through the way
they manage and develop therr
employees

Succession planning

Whilst a corporate overview IS
maintained by the Nominations
commuttee wia the Group Cluef
Exacutive and the Group HR
Dwrector, succession planning 1s
managed by the dmsional Managing
Drrectors and plans are maintaned
for key roles wathin the dmsions

It 18 the responsibdity of the

Group MR Cirector to ensure that
indmduals who have been rentified
as possible successors for senor
Group roles and key specialst
Group roles have an up to date
gdevelopment plan and to track
performance aganst the
development plan

Reward policy

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

In addition, Resolution adopts a
‘total reward' approach wisch
considers both financial and non-
financial elements of valuing the
contnbutions of employees

In general the potcy across the
Group 1s typified by market median
reward for meckan performance

as benchmarked aganst the
appropnate sector and the use of
fored and vanable reward alements
that encourage greater reward for
haghwer performance

Diffenng penstons arrangements
exsst across the Group with both
defined benefit and defined
contnbuton schemes, the former
of which are closed to new entrants
generally A stakehoider scheme 1s
atso avadable to thosa employees
who are elgible

Resolution
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Health and safety policy

The Group ams to achweve best
practice in all areas of health and
safaty, recogmsing that the Board
as a whole has a collectve role

in providing haalth and safety
leadarship throughout the Group

On behalf of the Board the Group
Chief Executive ts responsible for
satting the overnding Group heafth
and safety goals within which
subshary company policies are to
operate and for reviewing progress
on the achvevement of goals The
Group complies with relevant
legssiation including the Health and
Safety at Work Act 1974 and all staff
are given basic health and safety
information upon starting
employment Trasning s given not
only to comply wath rmiremum
statutory requirements but also to
secure a continuing safe end healthy
worlang ervironment for employees
and all those who may be affected
by the Group's actnbes !nduction
tramning covers fre procadures, first
aud and accident reporting and as far
as appropnate for an office based
concem, instructon under the
Controd of Substances Hazardous to
Heaith Reguiations and m the use of
personal protectve equpment
Parbcular attenton s focused upon
providing gudance n the usage of
wsual display screen equipment and
workstation layout

Customer Impact
Scheme

In March 2006 the Group Board
sgnad up to the Assocation of

Bntish Insurers' (ABI) Custormer
Impact Scheme All parbcipating
companes have signed up to three
customer commitments

+ TJo develop and promota
products and services whech
meeat the needs of customers

+ To provide customers with clear
information and good senvice
when they buy products

* To mantan appropnate and
effective relatonshups with
customers, prowding them
with a good service after
they have bought a product

The Customer Impact Scheme 18
pan of our mdustry's commitrment
to continuously buld on customers’
expenences An annual customer
tedephong survey was conducted
to better understand our customers'
expenences and atbtudes A
Customer impact Scheme Report
for 2006 has been publishad

which delails our progress

towards the commitments

This 13 avalable via the Group
website at www resolutonpic com,
or in hard copy format on request

by telephonng 01564 20 2529 For

more Information about the scheme,
please visit the ABI website
www customenmpact org

Community relations and
charitable donations

The Group 8 commuited to playing
an active role in the wader

community through sponsorship,
supporting local mbatives and

chantable donatons Offices are
encouraged to dentify and support
such events and causes as they
deemn appropnate through vanous
maans, including enabling
employees to take reasonable tme
off on an ad hoc basis to support
such initiatives and malang financial
contnbutons to chantable causes

supported by empioyeses’ generosity

Project Ability 18 a commursty based
tritiative, established in 1984 The
Glasgow based scheme ams to
encourage and develop the artistic
talents of those with special needs,
aswstng them in taking an actve
part in local and intemational arts
events Resoluton Asset
Management 15 (N its tenth year of
sponsorship of thus proect

The project has provided funding
and assistance to allow many new
artists from socally excluded
backgrounds to exhubit ther works

2006 was also the tenth successive
year that Resolubon Asset
Management was the title sponsor
of the annual Women's 10k Road
Race In Glasgow The 2006 race
attracted some 15,000 runners with
over £1 mdon being rassed for
chanties as a result Resolubon
Asset Management wall continue to
sponsor the event for at least a
further two years through o 2008

Scottsh Prowdent Intemational {iste
of Man) 18 n as thirteenth yaar of
sporsorship of a chiddren’s cycling
league The lkeague runs from Apnl to
September and then continues off




Istand with many young pecple
competing and wining n UK
competibons

. At the fe dmsion's Wythall office
efforts continue to build on
involvement with the local
commuraty A specific partnership
approach has been developed with
wo secondary schools whareby
assistance 18 given to students to
facitate the transition from school
to workung Iife  Resolution also
partcipates in the Young Enterprse
programme i which volunteers from
the local business community act as
mentors to a group of sixth formers
who set up and run a real business
for an academic year In addibon,
Resofution has provided work
expanence placements to schools,
iIncluding Queen Alexandra College
in Brmmngham which 15 a college for
people with visual mpamment and
other drsablites These programmss
are gesigned to give students a
rmeamnghy! expenance with the
Group and provicie them with
an insght into the business
envronment

Dunng the year £108,839 (2005
£47,235) was donated by Resolution
comparves for chantable purposes
This included a donation of £40,000
to the Farepack hampers appeal
Resotution also made a £400,000
(2005 £400,000) chantable donation
fo the Resolution Foundation The
pumpose of the Foundation, wiuch
was established by Resolution

Charman Clive Cowdery, 1s to carmy
out research into the financia

dactsions made by, and the financal
advice avalable 1o, people on kmited
ncomes, and o provide ecucation
on financtal matters and the making
of nesponsible financial decisions

Employee chanty consuitative
groups are established within the
Group wath responsitaiity for co-
ordinating employee fundraisng and
rewewing requests from employees
to support specific chanbes

Such fundraising events organised
by staff have ncluded raffles, dress
down days and vanous competiions
Dunng the year a total of £22,411
{2005 £19,521) was rarsed by
employees around the Group

No poliical donations were macie
dunng the year

Environment

Clmate change 1s arguably the most
sigrvficant challenge facing the world
in the 215t century The scentific
evidence of tha causes and effects
of cddmate change and the
assocsated economic nsks are
overwhalming Business has an
mmediate responsibiity to help
reduce carbon dioxide emissions to
the atmosphere

Although the financial services sactor
on its own does not generate large
volumes of carbon emssons,
Resotubon understands that the
behaviour of its cwn people as well
as those from whom it buys in
goods and services logether
contnbute to the global carbon

footpant It s also aware that
companes in whech it Invests are
part of the same footprmt The
potental influence that the financial
services sector can bnng to sheft
behaviours and business practces
s clear and meaningful acticn

s needed

Carbon footprint

The Board has decided to take a
sustainable approach to address the
escalation of carbon emissions to
the atmosphere As a new FTSE 100
company in 2006, Resolution tock
measures to define ts own carbon
footpnnt as the first step on a
journey towards carbon neutrality
Recogrised experts wena rataned to
conduct a rewew of carbon
emissions across the mam UK
locations

Programme for 2007/08
A programme of actvites has been
drawn up through whuch to achieve
neutrality dunng 2008 wilst aning
1o make signeficant progress dunng
2007 Thesa actvies mctude

» Reducing enargy consumption
By apponting local “green
champrons”™ at each location the
Group will razse awaraness of its
arn to acheve neutrality Like-for-
ke cost saving actmbes will
educate and motvate people
to reduce energy consumphon
by around 15% compared with
kst year

Resolution
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= Procunng “green” energy
The Group has taken advice
on how to procume green or
renewable energy that qualifies
towards its ermissions reduction
targat it will ensure that the
source of green energy purchased
15 verfied and accredited As
green energy cumently salls at a
prermuum, the fluctuation of supply
versus demand and any premums
pad for such grean energy will be
momnitored prudently to ensure that
energy expenditurs s reduced
when possible  Actvbes will be
ntroduced to educate staff about
green energy availabity and
sourcing to encourage thern to
evaluats ther own carbon
footpnnis It s anticepated that
about 65% of emissions will be
reduced through the sourcing of
green anergy

Enmussions Summary'
Emissirs Source

Energy

Business travel

Total ‘Core’ Emussions
Employse commuting
Other

Total ‘Other’ Emissions
Total

= Obtaining certified carbon
crodits and offsetting

Having reduced energy
consumpton and procured the
optmum amount of green energy
the Group will obtan cenfied
carbon credits for the remairung
20% of ermssions  These credits
will be offset withun schemes that
can demonstrate clearty ther
benafits Pesoiution has retained
tha help of recognised experts o
evaluate options for offsettng and
to venfy transparency Further
savings will be achiaved by
monitonng and reducing staff
business travel Contnuation of
local projects to reduce emissions
through car poolng will ba
encouraged Though thase fall
outside the Group's target
tootpant, it will encourage people
to axplore such economies as part
of ther indmadual carbon
footparits

To engage stakeholders betwnd the
2008 target, particularty staff and
the commurnihes whera they work,
a programma of integrated
commurucation acties will be
rofled out dunng 2007

Resohuton 1s already a member of
the FTSE4Good indax in 2006, it
was imvited to join Indiatives such
as the Carbon Desclosure Project
and to subscnbe to the Principles
for Responsible investment launchaed
by the United Nations Ermeronment
Program Finance Inthatve The
Group plans to support industry
nibatives and to subscnbe to
carefully salected anvironmental
prograrnmes

As part of its jopurnay towards carbon
neutralty over the year ahead, the
Group wil report to shareholders on
the progress it makes

Tota Emessions Emissions per
1C0q3 ermployee (C0:)

10.350 298
1,201 035
1,51 13
2.253 065
5.981 172
8,234 237
18,785 570

Excluding commuting and other ermssions such as those associated with the manufacture of paper consumed n
offices as well as essential outsourced services, Resolution's core emissions stand at 11,551 tCO: Thes s the lavel
of smussions over wiuch the Group has direct control and that, through a programme of actmbes in 2007/08, it 1s
commutted to neutralise Relative to other maypor UK financial servces companses thes 18 tugh, and leaves a sigrficant
opporturety for mprovement  Partly, this reflacts the exasting practices in the businasses thal have been acquired
recently by Resolution and the ovemding focus on mtegrating those businesses The Group recogrises that so-called
amssions coninbute to its overall carbon footpant but, as these are outside its direct contral, it will continue efforts to
raduce them rather by infiuence and the motivation of its pecple Resoluton's carbon foolpnnt 15 presented intielly as
a benchmark for improvement by the Group and its people

Note 1 Full year emissions nchuxded for the bife businesses acqguired from Abbey National pic n Septermber 2006




Other environmental 1ssues
Besides cimate change, Resoiuton
has an exishng programme
addressing emvironmental ssuas

" Resolution compnses office basad
businesses with relatvely tow direct
emaronmental impacts The
ervironmental programme 1S
tocusad therefore on mproving
resource use efficiency to protect
the ervronment and reduce
operating costs

Collection systems are in place to
recycle waste paper, cardboard,
cans and plastc bottles, disused
fluorescent light tubes and
photocoper/pnnter toner cartndges
In addition, dunng the year the
Wythall catenng team reduced non-
food waste by mone than 30% on
the previous year

Energy consumption levels are
monitored in order to control energy
usape, with regular emvews for
example of ighting levels in non
essential areas where this has baen
safe to do so

The provision of a local staff bus
service for the Wythall office hetps
reduce polluton by providing an
altemative to travelting to and from
work by car

(Gas and ar-condioning contracts
are wherever possible placed with
prowders operating a refngerant gas
reciamation policy Enquiry s also
made of any new contract supphier
as {o whether they have and cperate
an enwonment pobcy and
management system

Dunng 2006 the Wythall stte
contmued to support the Brtish
Trust for Omithology-Hanson
Busness Bird Challenge through

the work in our congervation area
The BTO-Hanson Business Sird
Challenge 15 a unique partnership
between businesses, the BTO and
local communites which encourages
biodiversity on business and
industnal sites Cther projacts camed
out as part of thus inthative have
mciuded the installabon of more

" nesting boxes for birds, bats, ducks

and hedgehogs around the grounds,
beehive and hibermation and nesting
boxes for bees, lacewings, ladybirds
and butterfies The newly prepared
wikd flower meadow has bloomed
and seedad very successfully An
annual butterfly and moth count for
Butterfly Conservaton was again
undertaken, recording the number
and species of butterflies and moths
seen on site Results show that over
the last five years there has been an
increase In these spectes and thew
aumbers

Dunng 2007 work will continue to
enhance planting within the grounds
and to prowda additicnal signage

to emphasise the conservaton area
and the role it plays in the diversity
of the site




Remuneration report

The Resolution
Remuneration Committee
determines overall pay
policy, the remuneration
packages and service
contracts of indvidual
executive directors and
their direct reports, and

of the managing directors
of the Group's iife,
management services

and asset management
dwvisions This report

has been prepared in
accordance with the
Companies Act 1985 as
amended by the Directors’
Remuneration Report
Regulations 2002 It also
descnbes how the
principles of the Combined
Code on Corporate
Governance are apphed by
the Company in relation to
directors’ remuneration and
sets out the remuneration
policy for the year ended
31 December 2006, the
current year and, subject
to ongoing review, future
financial years

Remuneration
Committee

Detads of the composition of the
committes, all of whosa members
have been determined by the
Company to be indepandent, are
gven on page 41 The Charman
and Group Chief Executive may be
imvted to attend meetings but are
not present when ther own
rermnuneration s discussad  Dunng
the year the Group Human
Resources Director presented
recommendations 1o the committee
on remuneration levels, Including
bonuses, n conjunction with external
achice commissioned by the
committee directly from its appointed
remuneration consuttants, New
Bndge Streat Consultants LLP
(NBSC), which has prowded no
other services 1o the Company
Hawtt Associates act as the Group
pension scheme adminstrators and
pensions consultants as well as
provding actuanal and techrical
adwce to the Group's pensions
review unit The Group Company
Secratary s secretary to the
committee

The terms of reference of the

. commitiee, its constitution and s

performance were revwewed dunng
the year Followng this review 1l was
decded that the commitioe was
operaling effectively and no changes
wer requred The terms of
reference of the commuttee and the
terms of engagament between the
Company and NBSC are avaidable
on the Group webstte or on request

Remuneration policy

It s the Group's policy to recrut and
retain hugh calibre executives An
annual revew of remuneration 1s
undertaken to ensure reward levels
are appropnate to the duties and
responsibities of each role This
inciudes ensunng a suitable balance
between fixed and vanable
performance related elements of pay
As such, policy has been to
gradually enhance vanabile pay to a
leved more commensurate with a
company of the Company's size and
complenaty, prowded that _
performance exceeds challenging
objectives in deterrminng salary
levels for executives, due regard 18
grven (o external markel data
conceming all elements of
ramunamhon, to Compansons
across the finapcal services sector
and with stmilarly sized companes
across a range of sectors and to
pay and employment conditions
generally within the Group The
compansons used arg all generally
retated to median markat reward
levels The polcy also aims to match
remuneration appropnately 1o the
objectves of the respective dvisions
within the Group

Short tarm and long term ncenivaes
are directed to prowdng mncentives
to executves 1o respond to the
challonges of the changing financial
services market as well as mereasing
regulatory control and supemsion
Accordingly, the incentves have
been directed towsards a
comixnabon of intarnal measures
amed at delivering change m ine




with the corporate strategy and
gving emphasss to regutatory
comphance and extermnal measures
that recogrise the enlarged Group's
" Increased size, rassed profile and
responsibities to customers

Annual bonuses are related to
ntemal cost and profit targets
together with business abgnad
challengmng personal targets Long
term meentives for semor executives
have therr performance targets
related 1o a combination of total
shareholder retum performance
agamnst comparable FTSE
companes and pre-set embedded
value per sharg targets

Annual bonuses and long term
Incentive rewards are non-

pensionabla

In formulating and reviewing its
pohiey the committee follows the
provisions of Schedule A to the
Combined Code on Corporate
Governance and seeks to aign
pay with shareholder interests

Remuneration

Base salary

The commuttee normally revews
salanes annually, talang inte account
indvidual and Group performance,
the scope and nature of the specfic
ole, remuneraton policy withen the
Group and known salary levels in

. comparable companies No review
of exacutive diractors’ salanes was
undertaken in January 2006
becausa salanes were set n
September 2005 at the tme of the

Brtarre/Resolution merger
Accorndingly, the review taking effect
n January 2007 reflacted the first
ncrease of axeculve drectors’
salgnes in sixteen months

Following the review of the executive
directors' salanes the base salary of
the former Group Chuef Executive,
Paul Thompson, was left unchangad
at £525,000 (2006 £526,000), that
of Group Finance Director, now
Group Cieef Executive, Mike Biggs
was increased to £400,000

(20086 £375,000), that of Group
Cheef Actuary & Head of Corporate
Development, lan Maxiens was
increased to £360,000 (2006
£325,000), and that of Managing
Director of Resolubon Management
Services Limited, Brendan Meehan
was increased to £360,000

(2006 £325,000)

Followng the year end, Paul
Thompson stepped down from the
role of Group Chief Executive and
left the Company {detais of hus
leaving amangements are set out on
pages 58 and 64) With effect from
7 March 2007, Mike Biggs was
promoted to Group Cheef Executive
with a base salary of £600,000 and
Jin Newman joined the Board as
Group Fmance Dwrector waith a base
salary of £380,000 Thesa figures
were sai at a shghtly lower level than
the pravaling mid-market levels to
gve scope for further increases to
the appropnate leve! as they gamn
axpenence in ther new roles To
reflect tharr entarged responsibiiies
under the new management

structure the base salanes of
Brendan Mechan and

{an Madens were also ncreased
to £380,000 with effect from

7 March 2007

Up untd tis change of status from
exacutive 1o non-axscutive Chaiman
on 17 July 2006, Ciive Cowdery
was paid a pro-rata salary of
£15,000 per annum Thereafier
he warved ary fee to which he
would otherwise be entitied as
consideration for his charmanship
The Compary instead donated
£400,000 to the charty, the
Resolubon Foundation, winch he
also chars

The executive directors’
rermuneration also includes a non-
pensionable car cash allowance
whech s pard monthly In place of a
car allowance, the Group conbinues
to meet the travel costs of Clive
Cowdery whech include the use of
taes and a chauffeur as and when
requested Non-pensionable benefits
N land also include, for the exacutive
drectors, prvate medical insurance

Annual bonus

Drfferent bonus arangements exst
for executives and management at
Group and dvisional levels

The 2006 scheme for the Group
Choef Executive, Paul Thompson,
prowded a short term bonus target
of 62 5% (maxamurn 125%) of base
salary The commutiea awarded him

Resolution




Remuneration report
{continued)

an aggregate 125% bonus aganst
profit targets (75% of base salary)
and challenging obyectves that
inchuded producing results ahead of
plan, strengtherung the management
team and business re-orgarusation
(50% of basa salary) For 2007 his
target short term bonus rematned at
62 5% (maximurm 125%) of base
salary On lsaving the Company he
received a pro-rated maximum
bonus for the penod up to his
departure, reflecting the fact he had
eamed a maximurm bonus for 2006
and the strong start to 2007

For 2006 Mike Biggs, tan Maidens
and Brendan Meehan were set a
short term target bonus of 50%
{maxamum 100%) of base sajary
which was spiit 50% against a
Euwropean Embedded Value
operating profit target and 50%
agamst personal objectives that
included producing results ahead of
pian, strengthening the management
team and business re-organisation
The commuttee awarded for the full
year both Mike Biggs and Brendan
Meehan aggregate 2006 bonuses of
§7% and lan Madens, 100%, of
base salary For 2007 ther target
short term bonus has been set at
62 5% {mavamum 125%) of base
salary consistent wath the Company's
pobkcy of moving executives to a
compehitve bonus opportunity for
the delivery of outstanding levels of
performance Of the potental bonus,
60% s sat aganst an European
Embedded Value (EEV) operating
profit target and 40% aganst
personal objectives Mike Biggs'

satary will be pro-rated for the
penods before and after his
promotion to Group Chief Executive
Jim Newman's targel short term
bonus will also be 62 5% {(maamum
125%) of base salary In respect of
the penod from his promotion to the
Board

Snilar bonus schemes are in place
for semor management around the
Group These include annual and
longer term iIncentives designext to
focus efforts on those kay
performance measures of greatest
retevance to each Group company
Resoluton Asset Management has a
shadow equity long temm plan for
senor executives, fund managers
and other appropnate staff
encouraging longer term
employment lock-in The committee
approves and montors these
schemes, for executives and all
grades of staff, and approves any
bonus payments ensunng that they
are Iinked to quantfiable objectve
measures

Nexther the Chairman nor the other
non-executve directors participale in
a bonus plan or racenve any other

performance related mcentives

Long term incentives

Under the 2005 Long Term Incentve
Plan (LTIP) selected executive
directors and other semor executves
of the Group recewe, on an annual
basis, performance related
conditional share awards subject to
a it of 200% of base salary In
2006, awards to executve directors

ranged from 150% to 200% of base
salary and, in addition, awards were
made to a further twenty five semior
managers of between 30% and
150% of salary Awards will normally
vest following the thed anraversary of
grant subject to sabsfachon of
performance condibons

In 2006, a separate performance
condition based on EEV was
introduced whereby 50% of the
award relates to EEV and 50%
relates 1o Total Shareholder Return
(TSR) Both measures are strong
indicators of business performance
and enforce the ink between the
interasts of management,
shareholders and policyholders

For the awards made since 2006 the
target TSR 1s measured agamst
thase of comparnes ranked by
reference 10 market capitaksation
from 51 to 150 inclusve in the FTSE
All-Share index on the dealing day
pnor to grant The performance
condibon, which akigns the interests
of drectors and other senior
aexecutives with shareholders by
requirmg supenor TSR performance, :
provides that 25% of ths part of the
award will vest d, over a single fixad
three year pedom{ance penod, the
Company's TSR ranking aganst

the comparator group s equal to
median 100% of this part of the
award will vest f the Company's TSR
18 ranked within the upper quintile
Between median and upper quintle
awards will vest on a straight-me
basis between 25% and 100% of
the shares held under an award




The performance penod operates
over a single fixed three year penod
and there will be no provision to
re-test the perforrmance target at the
- end of the inlial three year penod

In addition to the above, these
awards will not vest undess the
committee s satisfied that the
Company's TSR performance dunng
the performance penod reflacts

the Group's underiying financial
performance The TSR condition will
be independently moritored and
reported to the committee

To align the interests of partaparts
more closely with longer term
corporate sirategy, the awards m
Apnl 2006 were made on the basis
that 50% of each award s subject to
the TSR condition explaned above
and 50% s subject to a separate
corporate target This second
performance targst atlached to the
other 50% of an award under the
LTIP s based on Adjusted
Embedded Value (Adjusted EV) per
share targets, measured] over three
financial years from the 1 January
immeckately pnor to the grant 25%
of the shares subject 1o this pant

of the award will vest lor average
growth m Adjusted EV per share of
2 5% per annum in excess of the
nsk free rate, increasing on a straght
ine basis to 100% vesting for
average growth in Adusted EV per
share of 6% per annum, in sach
case in excess of the nsk free rate at
the start of the penod In respect of
2007 awards the targets have been
increasad to 3 5% per annum and

7% peér annum in excess of the nsk
frea rate respectively

The definiion of Adjusted EV 15
based on the European Embedded
Value (EEV) as set out in the
supplementary reparting included
n the published accounts for the

- Company and reviewed by the

external auditors as at the end of
each year and as included in intenm
result presentabons as at 30 June
of each year

The Adjusted EV used for
determining performance against
targets for LTIP purposes will be
adpssted from the pubbshed EEV by

* pdding to the pubiished EEV at
the end of the relevant three year
penod the accumulated (at the nsk
free rate) value of dmdends pad
1o hoiders of omdinary shares
dunng that relavant three year
penod, and

= adjusting to allow for the mmpact
on publiished EEV per share of any
bonus element of nghts msues or
other capital raising from holders
of ordinary shares dunng the
relevant three year penod

The “nsk free rate™ used for
determuning performance In respect
of arty given LTIP grant wall be that
usad In the most recent pubbshed
EEV mmediately pnor to the redevant
LTIP grant being made Consistent
with best practice, the committea
will review the appropnatensess of the
LTIP and the relevant performance
conditions pnor to each grant

While measunng different areas of
performance the Adpusted BV per
share targets are intended to be no
less difficult to satisfy than the TSR
targets and are considerad by the
committee to be sufficiently
challenging talang into account the
outicok of the business over the naxt
two to three years

At the annual general meeting in
2006, sharehokiers approved an
amendment to the Resoluton 2005
LTP ndes to pronde the committee
with discretion o cisapply pro-rating
of awards in specific crcumstances
i they consader that 1o be
appropnate It was onfy intended
to exercise such discrebon by
exceplon and it was not exercised
in respect of Paul Thompson's
departure save as disclosed n the
Treatment of good leavers secton
on page 64 n respect of the 2004
awarnd only

Details of the accounting treatment
of LTIPs and share options are
disciosed in note 18 of the
consobdated financal staternents

Sharesave scheme

The Group sncourages emplayee
particpaton through share
ownership

All UK based stafl, inchucing
executve directors, ar ehgible under
defined cnitena for grants of options
to acquire shares under the
Resolubon Sawvings Related Share
Opten Scheme (Sharesave) The

Resolution




Remuneration report
{continued)

scheme provdes for the grant of
ophions to subscnbe for Comparny
sharas at tha end of fixad three or
five year penods, using the proceeds
of respective three or five year
savings contracts enterad into when
the opbon is granted Optons under
these schemes may be granted at a
discount of up to 20% of the market
pnce at the time of the grant Some
800 ernplayees held options over
more than 2 milbon shares under
the Sharesave scheme as at

31 December 2006

Share matching plan

Dunng the year certain managers
who were not ehgible 1o parbcipate
n the LTIP receved modest shang
awards or equivalent payments d
they agreed to invest in the
Company's shares

Service contracts

Mie Biggs has a senice contract
dated 6 September 2005 wihide lan
Madens and Brendan Meehan
both have service contracts dated
17 Juty 2006 Jim Newman has a
service contract dated 7 March
2007 In all cases ther contracts are
for an indefinte term and twelve
months’ notice of termination 1s
required on etther sde The
Company can terminate withoul
notica {or habdity to pay
compensaton) i certain cases
where a director 15 dismissad

for cause

Ther contracts prowvde for payment
n beu of notice of 1 5 tmes base
salary on termination which may be

paid on a phased basts or in one
amount on temination  The figure of
1 59 stated to be a conservatve
pre-estimate of amounts due under
empioyment after miigation There
are no special amangements ansing
on a change of control Where the
director 18 unable by reason of
accdent, dk-health or otherwise for
a penod of not less than twelve
consecutve months to perform hes
duties under his service contract, he
will be entitled to recenve a payment
on terrmination equivalent to tha net
value of his salary for thirteen weeks

The onty director to leave the
Company dunng the year was Paul
Thompson, who did so on 6 March
2007 He was enttled 10 1 5 trmes
his base salary urxler tus contract
on termination of employment This
sum 15 beng pad N two equal
nstalments of £393,750, the first on
leaving, and the sacond six months
later on 6 September 2007 The
second payrment will be subyect to
recducton to the extent he emyoys any
eamings from a third party dunng
the penod to 6 September 2007 He
will not receive any other payments
following hus departure other than a

pro-rated bonus for 2007, being

treated as a good leaver in
accordance with the rules of the
executive share plans and a
contnbution of £6,000 (ptus VAT) to
s lagal costs incurred n connaction
with hrs departure Based on legal
adwice, a further payment of £60,000
was alsc made n settlement of any
potentid legal clasms  Such
payments wem determuned by

reference (O a satary set in
September 2005 and no other
compensation payments wers made

External appointments

Executive directors are not pemuttad
to accept any other non-Group
engagement or office without the
prior approval of the Boand At
present there are no extemal
appontments hekd by any of the
axecutive directors

Non-executives

Detenmimnation of the remuneration

of non-axacutive dreciors remains

a matter for the whole Board (with
the non-executrves absenting
themsetves) in accordance with the
Articles of Associabon save for the
setting of expense clam poticy
which 1s delegated to the
Rermuneration Committee to
consider Non-executive directors do
not have service contracts with the
Company They are engaged under
a formal letter of appontment setiing
aut the Company's expectations of
them, ncluding the ttme they are
required to spend on the Comparny’s
businass They are nather sigible fof
bonuses nor parucipation n the
Company shara schemes
Appointment 18 nomally for a
renewable term of three years,
terminable by six months’ notice on
ather side A summary of the cunent
terms and conditons of appointment
of non-executive directors ts
avalable on the Group websile




Pension policy

Paul Thompson was a member of
the defined benefit section of the
Resolution Group Pension Scheme

"that 18 currently In surplus and

theretore no specific payments
have been made in respact of s
membership of this pension
arrangement dunng 2006 in heu of
any contnbution to a stakehotder
pension scheme or an alteratve
approved scheme, Mike Biggs
receives a monthly non-pensionable
salary supplement equvatent in
aggregate to 17 73% of base salary,
as at 1 January of the relevant
calendar year Up untd 17 July 2006
when Clive Cowdery was apponted

as non-executive Chasrman,
although the terms of his servce
contract entitted him to join the
Company pension schame, no
pension arrangemants ware made
For Paul Thompson who had been
subject to the earnings cap, the
Company had operated up t0 5 Apnl
20086, a funded unapproved
retirement benefit scheme (FURBS)
based on salary n excess of the
sarmnings cap The eamnings cap has
been wntten nto the rules of the
pension scheme following s
statutory abolon on 6 Aprl 2006
fallowing the mtroduction of the new
tax regme ('A' Day) From Apni 2006

the FURBS armangements were
replaced by a cash equivalent
payment of 35% of base salary over
the earnings cap The payments are
non-pensionable and Non-
bonusable None of the directors
were impacted directly by ‘A’ Day
and there has been no increase in
the cost of pension provision at the
Company in consequence

lan Madens and Brendan Meehan
each receved pension contnbutions
of 20% of base satary from the
Company, which were paxd directly
nto ther own defined contmbidion .
pension schemes

Five year historical Total Sharehokder Return (TSR} performance graph

Thus graph shows the valua, by the end of 2006, of £100 nvested n Resolubon pic on 31 December 2001 companed with the vahe of
£100 invested m both the FTSE AR-Share bife Insurance Index and FTSE 100 index The other pomnts are the values at rlervening
financial year-ends The chosen indicas represent broad equity market indices in whuch the Company 1s a consituent member

Source Thomson Financial

Resolution




Remuneration report
{continued}

Directors’ interests

The mnterests of the directors (inchucing farmily mterests) n Resolution pic ordinary 5 pence shares both dunng the year

and up to 16 Apnl 2007 were as follows

Dand Alivey

Mike Bigos

Srr David Cooksey

Cive Covedery

tan Maidens {appointed 17 July 2006)
Brandan Meghan (appanted 17 July 2006)
Jim Newman (appowited 7 March 2007)
Aram Shashmantan

Paul Spencer

Paul Thompson (left 6 March 2007)

Sir Bran Willamsan

Malcolm Wilkamsaon

David Woods

As et Y1 Dacember 2006

A3 at t Janiary 2008 and 18 Aprll 2007
or date of appointmmt i biey or date of metirement if earbert
600 1,133

1,282,168 1482482
186,705 Inss3
10,839,535 20,548,532
1,282,188 1 482,482
1,202,168 1,482,452

2,500 amm

- 8784

20,000 nm

20,000 am

10,000 11,474

*In accordance wath the directors’ mtentions stated in the prospectus dated 23 June 2006, each director esther took up
hrs nghts to subscnbe i full for new shares under the nghts 1ssue (8 shares offered for every 9 held at a pace of 480p
per share) or sokd sufficient of hus nil pead nghts dunng the il pad dealing penod to meet the costs of taking up the
balance of thesr entitlements to new shares The increases shown above are due to thesa transactions except for Paul
Thompson who exercisad a Sharesave option dunng the penod over 8,784 shares

The auditors are required to report on the nformation contained in the remarreng section of the Remuneration report

Directors’ remuneration

Chalrman

Clive Covdery {appointed 6 September 2005)
Executive directors.

Mike Biggs (appointed 6 September 2005)

lan Maidens (apponted 17 July 2006)

Brendan Meehan {appemted 17 July 2006)
Graham Smglstan {resynad 6 September 2005) -
Paul Thompson (eft 6 March 2007)
Non-executn directors:

Dawd Allvey

Sir Dawvid Cooksey (appoimed 6 September 2005)
Aram Shishmanin

Paul Spencer

Sir Bnan Wilkamson (appainted 6 September 2005)
Malicolm Willamson

David Woods {appasited 6 September 2005)
Total

Satary b ey 2008 2005
Feestsalary of benefts Beretts Bons Tot Totad
£000 £ 000 £000 £000 £000 £'000

8 - n - a 15

375 85 1 B4 85 ny’

148 7 1 325 8 -

148 7 1 315 N -

- - - - - 457

55 135 1 656 137 1,168

65 - - ~ &5 64

85 - - - & 16

50 - - - 50 45

50 - - - S0 53

85 - - - 6 16

160 - - -~ 16D 160

50 - - - 50 13

1,709 234 n 1,660 3,620 2325




: Notes:

! 1 Upuntl 17 July 2006 Cive Cowdery's sanaca contract provded for an annual salary of £15,000 Mr Cowdery
donated his salary, after payment of Natronal tnsurance contributions, to the chanty, the Resohustion Foundation,
through the Give As You Eamn scheme From 17 July 2006 no fees were payable

- 2 Total 2005 fees/salary mclude for each of Dawd Allvey, Aram Shishmanian and Paul Spencer a sum of £6,750 in
respect of thar former directorships of Resolution Asset Management Lenrted

3 Salary in heu of benefits compnsed a non pensionable company car cash allowanca and, in the case of Mike Biggs
and Paul Thompson, a salary supplement in heu of contnbubons to thesr pension arrangements

4 Benefits for the axecutive directors compnsad private medical insurance  Clive Cowdery's benefits compnsad travel
costs associated with taxis and a chaufieur utihsad for prvate use, together with the associated tax payable

5 Bonuses are for the full ysar and therefore include for lan Maidens and Brendan Meshan bonus payments that relate
to the penod pnor to ther appomtment as directors on 17 July 2006

6 Mike Biggs, tan Maidens and Brendan Meehan were each pax] a compromise bonus by Resohubon Life Group
Umited of £4 millon on completion of the merger between Resolution Life Group Limited and Bntanmic Group plc
on 6 September 2005 under tha terms of an Executive Cormmitment Deed dated 8 June 2005 betwean each such
director and Resotution Life Group Limited  Thes compensation was for the termmnation of therr particapation in '
the Resolution Ufe Group Limited share option scheme and certain changes to thewr senace contracts The bonus
1s generally repayable on a proportionate basis f a) they resign from the Group within three years of 6 Septermnber
2005 for reasons other than constructive dismissal, as a result of permanent or long term ncapacity due to i-health,
compassionate reasons approved by the Board, where they have been removed from the Executve Commutiee
of Resolution pic without cause or b) they are summanty disrmussed i crcumstances where the Company 1s not
required to make a payment m heu of notice or to pay compensation for the cessation of ther employment

Directors’ pension benefits information
The pension enbitfemnent of the relevant director for the year was as follows

trexeasa nrease n Trenster vaue of RARBS

n acoruen acred  (A) less drectrs Transler vale Transier vakm norezee n ConTRRsDOns.

Acnaed benefity benetiny congibutions of acorued of ancrued tansfor valws  paid or payzble in

benefit at i nghudng  (including death denehts at benefis 6t less dvectoes’  fespect of service

Directar 31 Dec 2006 nftaon {4} Infiation  henaetd risk value) 1 Jan 2006 31 Dec 2006 contributions during 2006
£ £ £ £ £ £ |4 £

Paul Thompson 11,086 2,653 2,946 9118 93,845 143,372 40,527 36,896

Notes:
1 The pension entitternant is based on serice to the end of the year or date of leaving f earber, plus any service
bought by amounts transferred m from schemes of previous employers

2 The mansfer values of the increase have been calculated on the basis of actuanal adwce in accordance wath Actuanal
Gudance Note GN11 after deducting directors’ contnbubions

3 Members of the Resolution Group Penon Schema have the option to pay Additional Voluntary Contnbutions  nerther
the contnbutions nor the resulting bensfits are inchuded in the above table

4 The fundad unapproved retirement benefits scheme (FURBS) run by the Company s a defined contnbution
arrangement

For the year ended 31 December 2006 the total paxd directly by the Company to the defined contnbution schemes
of lan Masdens and Brendan Meehan amounted to £50,000 each

Resolution




Remuneration report
(continued)

Directors' interests in share options

The followng executrve direciors held options to subscnbe for Resolution pic omdinary shares of 5 pence each granted
under the Resolution Sharesave and executive share ophon schemes further details of which are set out n note 18 of

the consolidated financial statements

Opdons ~ Options  Optins

hetd &t m exesed tosad hedat  Exerche Dates

1 Jangry doring during dng 31 Decamber e trom which

20067 e yewr the yer the yer 2006  {pencey” exarcisahle

Mike Biggs - - - - - - -
lan Maidens - - - - - - -
Brendan Meshan Sharesave? - 2,055 - - 2.055 45475 1 . June 2009
Jim Newman - - - - - - -
Pay! Thompson Sharesaw?’ B8.784 - 8,784 - - 10757 1 .June 2006
Sharesawe’ - 2,055 - - 2055 45476 1 .Jure 2009

Executive* 2420 - - - 22420 13400 15 Apd 2006

Execartiee’ 185,723 - - - 185,723 13800 15 Apnl 2006

* The exercsse pnce and the number of shares under option have been adusted by the rabos 0 87453 1 and t 14347 1 respectvely to
take mto account the nghts ssus that completed on 9 August 2006

Notes:

1 Options granted under the Resohution 1998 Approved and Unapproved Share Option Schemes (executive share
option schemes) are axercisable from the dates specified above and ordinanly lapse within seven years of the
date they first become exercisable Al performance conditions epptying to Paul Thompson's ophons have been
fully satisfied At the date of vesting, the market pnce was £6 16 Paut Thompson will be required to exercise his

executive options by 6 June 2007

2 Optons granted under the Resolubon 1988 Sharesave ordinanly lapse withm six months of matunty As required
by the relevant legmlaton, such grants are not subject to performance targets The market pnce of the shares at
17 November 2006 was £6 67 when Paul Thompson exercsed his Sharesave opton over 8,784 shares Aggregatle
nobonal gans of direciors (solely relating to Paul Thompson's Sharesave exercise) were £49,140 33 (2005 £0) Paul

Thompson's Sharesave option over 2,055 shares lapsed upon his leaving the Company on 6 March 2007




Directors’ interests in long term incentive plans

The followang executive directors have been made notiona! allocations of shares under the Resolution 2002 and
Resolut:on 2005 long term ncentive plans which are subxect to the attanment of the performance conditions measured
over a three year pencd as explaned on pages 56 and 57 and as set out below and in note 18 of the consotidated

" financial statements

Faghts hett Rights Notional Aghts Rights Rights hetd
undes phan &l granted price of each tapsed axrcised undes plan a1 Foiential

Data 1 fanuxy anng  sharson e of during during 31 Decembes dam of

grantes 2006 2006 (rant in pencs” 2006 2006 206" vesmng

Mike Biggs 10 Aprlt 2006° - 98,855 569 00 - - 98,965 10 Aprd 2009
lan Maidens 10 Aprll 2006° - 85,760 569 00 - - 85760 10 Apnl 2009
Brendan Maehan 10 Aprl 2006 - 85,760 569 00 - - B5,760 10 Aprl 2009
Jim Newman 6 Oct 2005° 74,981 - 534 00 - - 74,981 & Oct 2008
10 Aprl 2006° - 65,969 569 00 - - 65969 10 Apd 2009

Paul Thompson 15 Apdl 2003* 212,988 - 13400 - - 212,998 15 April 2006
8 Aol 2004 252,003 - 318060 - - 752,003 8 Apd 2007

1 Aprl 2005° 228,694 - 31600 - - 2726694 1 Apd 2008

25 Sep 2005 162,381 - 53400 - - 162,381 25 Sep 2008

10 Aprll 2006* - 184,713 569 00 - - 184,713 10 Aprd 2009

* Tha nobonat pnce and the numiber of shares have been adjusted by the ratios 0 87453 1 and 1 14347 1 respectively to take nto
acoount the nghts issue that completad on 9 August 2006

Subsequent to the year end, on 11 Apnl 2007 a {further LTIP grant was made (o the followsng exacutive directors at a nobonal pnce of
64 1p per share with the TSR performance penod ending on 10 Apnl 2010 - Mke Biggs {187,207), Jm Newman ({118,564), lan
Masdens (118,564} and Brandan Mesghan (118,564}

Notes:

Performance condrtions:-

1 Share pnce growth compared to FTSE 250 companes over three years 1o 31 Decamber 2005 25% of shames
vast for median ranking iIncreasing on a straight hne basss to 100% vesting for top quartie ranking As at
31 December 2005, the Comparny was ranked 6th wiich resutted in 100% of the awards becorming exercisable
These awards were granted under the Resotution 2002 Long Term Incentve Plan At the date of vestng, the
market pnce was £6 16

2 TSR growth comparad to FTSE 250 companses over three years to 31 March 2007 25% of shares vest for
median ranking increasmg on a straxght Ine basis to 100% vasting for top quartle randang These.awards were
granted under the Resotubon 2002 Long Term tncentive Plan

3 TSR growth compared to FTSE 250 comparues over three years to 31 March 2008 25% of shares vest for
median ranking increasing on a straght bne bases 1o 100% vesting for top quartie ranking These awards weme
granted under the Resoluton 2002 Long Term Incentive Plan

4 TSR growth compared to UK compames ranked 51 to 150 by referance to market capialisaon on the FTSE All-
Share Index over three years to 3 July 2008 25% of shames ves! for median ranking Increasing on a straght line
baws to 100% vestng for top quintde ranking In addion, the Remuneration Committee must be satisfied that
the TSR performance reflects the undertying financial performance of the Company over the performance penod
These awards wers granted under the Resolution 2005 Long Term Incentive Plan: The number of shares subyact
to an award will be increased on vestng to refiect dnadend accrual over the penod

Resolution




Remuneration report

o I (continued)

; 5 50% of awards are based on TSR growth compared to UK companses ranked 51 to 150 by reference to market
capitahsation on the FTSE All-Share Index over three years to 9 Apnl 2009 25% of shares subject to this part of
the award wall vest for mechan ranking ncreasing on a straxght bne bass to 100% vesting for 1op quentile rardang
in addibon, the Remuneration Committee must be satisfied that the TSR performance reflects the underiying
financzal performance of the Company over the performance penod The number of shares subject to an award
will ba Increasad on vesting to reflect dmdend accrual over the penod

50% of awards are based on Adjusted EV per share targets maasured over three fnancial years from

31 Decaember 2005 25% of shares subyect to this part of the awand will vest for average growth in Adjusted
EV per share of 2 5% p a in excess of the nsk free rate increasing on a straight Iine basis to 100% vesting for
average growth in Adjusted EV per share of 6% p a in excess of the nsk free rate at the start of the pencd
These awards were granted under the Resoluton 2005 Long Term Incentive Plan

Treatment of good leavers:-

Paul Thompson was regarded as a good leaver by the Remunerabon Committee under the nies of the two Long
Term Incentive Plans and will be entitied to exercise those awards that have not already vested dunng the penod
from leaving to 6 June 2007 n accordance with the rules of the plans  Under the nufes of those plans, awards will
only vest to the extent that the performance targets are met as at 6 March 2007 and subsect to a time pro-rated
reduchon (other than in respect of the award made on 8 Apnl 2004 where the Remuneration Committee
determmed that it would not be appropnate to apply the tme pro-rated reduction as no such raducton would
have applied if he had left two days later) The total number of shares vesting under these good leaver provisions
1s 387,414 (inclusive of dvdend resnvestment on the Apnl 2006 award) representing approximately 47% of the
shares subject to these awards

On 31 December 2006, the muddile market pnce of Resolubion plc ordinary 5 pence shares was £6 41 per share, having
vaned dunng the year between a low of £5 38 (adjusted for the impact of the nghts ssue which completad on 8 August
2006) on 4 Apnl 2008 and a hagh of £6 73 on 14 November 20068

By order of the Board

e

i Sir
Chairman of the Remunerabon Commuttee
16 Apnl 2007




Statement of directors’
responsibilities

in respect of the congolidated financial statements

The directors are
responsible for prepanng
the Annual Report and

_ the consoiidated financial

staternents in accordance
with applicable UK law
and Intemational Financial
Reporting Standards
adopted for use in the
European Umon (IFRS)

The directors are required to prepare
consohdated financial statements for
each financial year which present
tarty the financial positron of the
Group and the financial performance
and cash flows of the Group for that
pencd In prepanng those financal
statements, the directors are
required to

= select sutable accounting polies
and then apply them consistentty,

« present information, including
accounting polaies, in a manner
that prowvides redevant, reliable,
comparable and understandabla
information,

* provide additonal disclosures
when comphance with the
specific requrements m IFRSs 1
nsufficient to enable users to
understand the impact of
partcular transactions, other
events and conditions on the
Group's financial positton and
financial performance, and

+ state that the Group has complied
with [FRSs, subject to any matenal
departures disclosed and
explanad n the financial
statements

The directors are responsibla for
keeping proper accounting records
whech disclose with reasonable
accuracy at any time the financial
posttion of the Group and enable
them to ensure that the financal
statements comply wath the
Companies Act 1985 and Article 4
of the IAS Regulation They are also
responsible for safeguarding the
assets of the Group and hence for
lakuing reasonabie steps for the
preventon and detecton of fraud
and other uregulanties

The drectors are responsible for the
mantenance and integnty of the
corporate and financial nforrmaton
included on the company’s website
Legssiation in the United Kingdom
governeng the preparation and
disseminabion of financial statements
may differ from legslation in other
prsdctions




independent auditors’ report
to the members of Resolution plc

We have audited the consohdated
financial statements of Resohution pic
for the year ended 31 December
20086 which compnse the accounting
poticies, the consolidated iIncome
statement, the analysis of equity
holders' attnbutable profit, the
consolrdated statement of
racognised mcome and expense, the
consolidated balance sheet, the
consohidated cash flow statement
and the related notes 1 to 49 Thesa
consolidated financal staterments
have been prepared under the
accounting policies set out therain

Wa have reported separately on the
parent company fingncal statements
of Resolution pic for the year ended
31 December 2008 and on the
informaton m the Remuneration
report that 1s descrbed as hawvng
been audited

This report 1 mada solely to the
Company's members, as a body, n
accordance with Sechon 235 of the
Compares Act 1985 Our aucht
work has been undertaken so that
wa might state to the Compeny's
members those matters we are
required to state to them m an
auditors' report and for no other
purpose To the fullest extent
permitted by law, we do not accept
or assume respongibidty to anyong
other than the Company and the
Comparny's members as a body, for
our audit worl, for this report, or for
the opinens we have formed

Respective
responsibilities of
directors and auditors
The drectors are responsible for
prepanng the Annual Report and

the consolidated financial statements
n accordance with applicable Uirsted
Kingdom law and intemational
Financial Reporting Standards
(IFRSs) as adopted by the Eurcpean
Urvon as set out in the Statement of
rrectors’ Responsibiities

Our responsibiiity 1s to audn the
consohdated financial staternents in
accordance with relevant lega!l and
regulatory requirements and
Internathonal Standards on Auditing
{UK and irsland)

Wa report to you our opinon as to
whaether the conscldated financial
statements give a true and far view
and whether the consobdated
financial staterments have been
propesty prepared in accordance
with the Comparses Act 1985 and
Articie 4 of the IAS Regulahon We
also report to you whether in ocur
opirvon the information gven in
the Directors’ report 18 consistent
with the consoidated financual
statements The information given

" the Directors’ report includes that

spacrfic nformation presented n the
Financia) review that 18 cross referred
fromn the Busmess review section of
the Directors’ report

in additon we report to you f, in our
opirvon, the Group has not kept
proper accounting records, i we
have not recenved all the information
and explanabons we requre for our
audit, or if information specifiad

by law regarding directors’
remuneraton and other transactions
Is not disclosed

We reviaw whether the Corporate
Governance Statement reflects tha
company’s comphance with the rnine
prowsions of the 2003 Combined
Code specified for our review by
the Listng Rutes of the Financal
Services Authortty, and we report if
it does not We are not requirect to
consider whether the Boand's
statemenls on interma control cover
all nsks and controls, or form an
opinion on the effectivenass of the
Group's corporate govemance
procadures or its nsk and control
procedures

We read other informaticn containad
In the Annual Report and consider
whaether 1t 13 consistent with the
audited consolidated financial
statements The other nformation
compnses only the Chairman's
statement, the Group Chief
Executve's operabonal reviaw, the
Financial review, the Dweciors’
report, the Corporate govermnance
statement, the Corporate
responsibdty statement and the




unaudited part of the Remuneration
meport We consider the mplicatons
for our report if we become aware
of any apparent misstatements or
matenal nconsistenciles with the
consolidated financial statements
Our responsibiries do not extend
to any other information

Basis of audit opinion

We conducted our audit in
accordance with Internatonal
Standards on Auditing (UK and
Iretand} issued by the Auditing
Practices Board An audt includes
axamination, on a test bass, of
ewvidence relevant to the amounts
and disclosuras in the consohdated
financial statements It also includes
an assessment of the significant
estimates and judgements made
by the directors in the preparation
of the consohdated financial
statements, and of whether the
accounting policies are appropnate
o the Group's crcumstances,
consistently appled and adequately
disclosed

We planned and performed our audit
50 as to cbtain all the informaton
and explanatons which we
considared necessary in order to
prowde us with sufficiant evidence to
gve reasonabile assurance that the
consobdated financial statements are
free from matenal misstatement,
whether caused by fraud or other

rreguianty or error In forming our
opauon we also evaluated the ovarall
adequacy of the presentation of
mformation n the consolidated
financial statements

Opinion

In our opirton

= the consolidated financal
statements gve a true and far
vigw, m accordance with IFRSs as
adopted by the European Union,
of the state of the Group's affars
as at 31 December 2006 and of
its profit for the year then ended,

* the consoldated financial
statements have been property
preparedd in accondance with the
Comparnees Act 1985 and Article 4
of the IAS Reguaton, and

» the information given In the
Directors' report 18 consistent with
the consotidated financial
slatements

Y )

Ernst & Young LLP
Regstered auditor
London

16 Apnl 2007
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Accounting policies

(a) Basis of preparation
The consolidated financial
statements of the Company for the
year ended 31 December 2006
compnse the financial statements of
the Company and its subsichanes
(togather refamed to as the “Group®}

The financial statements are
presented In pounds sterding,
rounded to the nearest £0 1 midlron
They are prepared on the histoncal
cast basis except that nvestment
property, denvatives, equities, fixed
Income sacunties and collective
investment schemes are Stated at
far vatue

European Union (EU) law requres
that the consolidated financial
statements of the Group for the
year énded 31 December 2006
are prepared in accordance with
intermational financial reporting
standards adopted for use in the
EU (FRS)

The preparation of financial
statements in conformity with

IFRS requires management o

make judgements, estmates

and assumptons that aflect

the applicabon of polkaes and
reported amounts of assels and
rabites, Incoms and expensss

The estimates and assocated
assumptions are based on tustoncal
expenencea and vanous cther factors
that are beheved to be reasonable
under the crrcumstances, the results
of which form tha basts of the
pxdgements about camypng values

of assets and babihes that ae

not reacily apparent from other
sources Actual results may chffer
from these astmates

(b) Critical accounting
estimates and
judgements

Cntical accounting estimates are
those which involve the most
complex of subyectve judgements or
assassments The areas of the
Group's business that typcally
reqLere such estimates are msumnce
and mvestiment contract kabiibes,
determination of the fair value for
financial assets and hahiities,
impament tests for intangible
assets, deferved acquisihon costs
and income taxes

Insurance and investment contract
hability accounting 1s discussad in
more detal n notes (e) and (h) with
further detail of the key assumptions
made mn determining nsurance and
nvestment contract babilhes
included i note 27

The fair values of financal assets
and habiiies are classified and

accounted for in accordance with
the policies set out In accounting
palicy (i} They are valued on the

_bass of bsted market pnces in so

far as thes s possible If pnoes are
not readily determinable, far value
1s basad either on internal vajuation
models or management estmates
of amounits that coutd be realised
under current market conditions

Intangible assets are subject 10
reguiar imparment rewews as
requied Imparments are maasured

al the difference between the cost

of a parhcular asset and the current
faur value or recoverable amount
Impaimments are recorded 1N the
income statement in the penod in
which they occur The Group's policy
in relabon to mpaiment testing 1s
detarled m accounting poicy (0)

The deferrad acquisibon Costs pobey
1 relation to nsurance contracts s
described in accountiyg policy ()
The eccounting policy for iIncome tax
1s detaled n accounting policy (M)

{c) Basis of
consolidation

The consotdated financial
staternents include the financel
staternents of the Company and ds
subsidiary undertakings including
collective tnvestment schemes where
the Group exercises overall controd
Certain of the collectve investment
schemes have non-cotermnous
balance sheet dates and are
consoldated on the basis of
additional financial statements
prepared 1o the balance sheet date
The third party interest m the
coltective investment schemes 13
classified as a liabiity and shown
n the balance sheel as net asset
value attnbutable to unit holders
Intragroup batances and income
and expenses ansing from intragroup
transactions are eliminated in
prepanng the consobdated
financial statements

Subsidhary undertakings are
consohdated from the date that
effective control 1s obtained by




the Group and are excluded
from consobdation from the date
of disposal

. Followng the adoption of IFRS

the Group has used the purchase
method to account for the
acquisition of subssdiary
undentakengs The cost of an
acquisition has bean measured at
the tarr value of the consideration
plus directly attnbutable costs

Arty excess of the cost of acquisition
over the far value of the net assets
acquired has been treated as
goodwill Any excess of the far
vatue of the net assets acquired over
the cost of acquisibon has been
credited 1o the mcome statement
For acqusitions pnor to 1 January
2004, the date of transition to IFRS,
the accountng treatment adopted
under UK GAAP has been retamed

Mmonty interests are stated at the
imtial amount attnbuted adjusted for
the relevant share of subsequent
changes m equity

(d) Classification

of contracts

Contracts under wiuch the Company
accepts signfficant nsurance nsk are
clasaified as nsurance contracts

Contracts under which the transfer
of msurance nsk to the Company
from the policyholder 1s not
significant are classified as
mvestment contracts

(e) Insurance contracts
and investment
contracts with
discretionary
participation features
(DPF)

Premiums

In respect of iInsurance contracts
and investment contracts with DPF,
premiums are accounted for on a
recevable basts and exclude any
taxes or duties based on premiums
Outward reinsurance premiums are
accountad for on a payable basis

Claims

Claims on insurance contracts
and nvestment contracts with
DFF reflect the cost of all dams
ansing dunng the year, including
pehicyholder bonuses allocated in
anticpation of a bonus declaration

Liabirties under

msurance contracts

The kabiibes under nsurance
contracts have been computed
having due regard to the pnncaiples
lard down in Council Direcirve
92/96/EEC

The Group's accounting pohces

for msurance contracts meet the
mmumum specfied requirements for
liabdrty adequacy testing under IFRS
4, as they allow for curment estmates
of all contractual cash flows and of
related cash fliows such as clams
handhng costs Cash fiows resulting
from embedded cptions and

guaranteas are also alowed for, with
any deficiency being recognised in
the income statement

The Group has voluntanly adopted
the provisions of the UK Accounting
Standard Board's FRS 27 Life
Assurance In accordance with s
requirements the labiities under
insurance contracts inctude an
amount eqguivalent to the rsalistic
latuihes of the Group's mgjor with-
profit funds, as reported 10 the UK
ragulator The key aspects of this
methodology are

+ hahbies to policyholders ansmg '
from with-profit ife assurance

business are stated at the amount
of the realishc value of the
kahdires, adjusted to exclude the
equity holders' share of projected
future bonuses

* gcquisiion costs ams not deferred

* rensurance recovenes are
maasured on a basis that is
consstent with the valuation of
the iabiity to policyholders to
wiuch the reinsurance apples

For non-profit business both the net
presmium and gross premuum
methods are usad

Amounts recoverable from remsurers
are estimated 1n a manner consistent
with the outstanding daims provision
or settled clams associated with tha
reinsurad policy
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Accounting policies
(continued)

(f) Unallocated surplus

The unallocated surplus compnses
the excess of the assets over the
policyhoider kabitias of the with-
profit business of the Group's

ife operations determined in
accordance with FRS 27 For the
Group's major with-profit funds, this
represents amocunts which have yet
to be allocated to equity holders
For the Group's minor with-profit
funds, this represents amounts
which have yet to be allocated to
pohcyholders or equity holders

As permitted by IFRS 4, the
unallocated surplus has been
dlassified as a hability

The Group's major with-profit unds
are closed to new business In
accordance with the pnnciples
estabshed by FRS 27, for these
funds the whole of the unallocated
surpius attnbutable to policyholders
has been included within latuities
under insurance contracts

{g) Investment contracts
without DPF

Receipts and payments on
mvestment contracts without DPF
are accounted for using deposit
accounting, under which the
amounts collected and pad out

are recognised n the balance sheet
as an adjustment to the lability to
the pohcyhoider

(h) Liabilities under
investment contracts
The valuation of kabilities on urnit-
lrked contracts 1s based on the
far value of the related assets and
labities The financal iebibity s
measured basad on the carmying
value of the assets and habiinties
that are held to back the contract
Where the sumender valug of an
nvestment contract exceads the
financial kabiity the habsiity s
ncreased 1o reflect the surrender
value Amounts recoverable from
reinsurers are estmated m a manner
conststent with the outstancing
claims provision or settted claims
assocated with the reinsured policy

(i) Revenue from
investment contracts
Revenues from investment contracts
compnse amounts assessed against
polcyhokders’ account balances for
policy administrabon and surmender
charges and are recogmsed as the
related services are prowded

(i) Net investment
income

Net mvestment iIncome compnses
mterest, dvidends and rents

. recarvable plus far value gains and

losses on financial assets and
investment property

Interest income 18 recogrused n
the income statement as # accrues

Dmdend income is recogrised in
the income staternent on the date
the nght to recenve payment s
established, whtuch in the case

of Iisted secuntias s the ex
dmwdend date

Rental income from investment
property 18 recogresed in the
income statement on a straxght-hne
basis over the term of the lease
_ease incentives granted are
recogrised as an integral part of
the total rental ncome

(k) Longer term
investment return

The operating profit attnbutable

to equity holders, based on a long
term rate of rwestment retumn, IS
determined by apphying the longer
term rates of retum to the opening
equity holder invested assets
adjusted for capital movements

in the year, excluding subsicliary
investments The longer term
rates of retumn on equrty holder
investments are determined by
reference to hustoncal rates of return

and future econormic and investment

retum expectabons

(il Employee benefits
Defined contribution plans
Oblgations for contnbutions to
defined contnbution pension plans
are recognised as an axpense in the
income statement as incumed




Defined banefit schemes

The net suplus or defict in respect
of the defined benefit panson
schomes 1s calculated by estmating
" the amount of future benefit that
employees have eamed n retumn
for their service in the curent and
pnor years, that benefit 1s discounted
to determine 1ts present value, and
the far value of any scheme assets
15 deducted The discount rate 18
the yield at the balance sheoet date
on AA credit rated bonds that have
matunty dates approxamating to

the terms of the Group's obligations
The calculabon s performed by

a qualified actuary using the
projectad unit credit method

The movement in the surplus/defict
s analysed between the sarvice
cost, the net intarest gain or loss
and actuanal gains and losses

The tatter are accounted for i the
staterment of recognised iIncome
and expense

Share-based payment
transactions

The Group 1ssues ordinary shares
under an all-empioyes save as

you sam (SAYE) scheme and
discretionary, performance-related
executve share optons (ESOS),
share matching plan (SMP) and
long term incentive plan (LTIF)
schermas IFRS 2 Share-based
Payment has not been appied to
those grants of ordinary shares,
share opbons or other equity
instruments that were granted before
7 Novemnber 2002 The far value of

options grantad s recognised as an
expensa with a comesponding
NCrease m equity

The total amount to be expensed
rateahly over the vesting penod 1s
determmned by reference to the far
value of the cphons determined at
grant date, axcluding the impact of
any conditions not knked to the pnce
of the ordinary shares {non-rmarket
vasting condiions) Non-market
vestng condhions are included In
assumpbons about the number of
opticns that are expected to
become exercisable or the number
of ordinary shares that the employee
will ulimately receve

The far value of the SAYE, ESOS
and SMP optons granted
measured using a binomial moded
and the fair valus of the LTIP options
granted 15 measured usmg Monte
Carto simulations, taking into
account the terms and condmons
upon which the options were
granted The amount recognised as
an expense Is revised at the balance
sheet date 1o reflect the number of
share options that have vested or
are expectad to vest except where
changes In expectations are due 1o
performance condions knked to the
Company share pnce {market
conditions}

When shares are 1ssued the
proceeds are credited to share
caprtal and share premium and the
amount camed m the share option
reserve relating to the shares issued
18 transferred to retamed earrings

(m) Borrowings

Interest beanng bormowings are
recognesed intally at far value less
any attnbutable transaction cosls
The difference between inial cost
and the redemption value 1s
amaortised through the Income
statement over the penod of the
borrowing using the effectve
interast method

{n) Income tax

Income tax on the profit or logs for
the year compnsas current and
defarred tax Income tax 1s
recogrused In the ncome statement
excapl 10 the extent that it relates

to tems recognised in the statermnent
of recogruised mcome and expense,
in which case it 1s recogrsed n
that statement

Current tax 18 the expected tax
payable on the taxabla income for
the year, using tax rates and laws
enacted or substantially enacted at
the balance sheet date together
with adjustments {o tax payable in

respect of previous years

Deferred tax s provided for on
temporary differences between the
camying amounts of assets and
labilihes for financial reporting
purposes and the amounts used for
taxation purposes Defarred tax s
not provided in respect of tempaorary
differences ansing from the mrhal
recogniton of goodwill and the inmal
recogrution of assats or kabdies na
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Accounting policies
(continued)

transaction that s not a busmess
combnation and that, at the tme of
the transaction, affects nerther
accounting nor taxable profit The
amount of deferred tax prowded 18
based on the expected manner of
realisation or settiement of the
carrying amcunt of assats and
habilies, using tax rates and laws
enacted or substantively enacted at
the bafancs sheet date

A daferred tax assst is recogrised
only to the extent that it i1s probable
that future taxabile profits will be
avattable agamst which the asset can
be utiised Oeferrad tax assets are
reduced to the extent that t s no
longer probable that the related tax
benefit will be realised

The tax charge I1s analysed between
tax that 1s payable in respect of
policyholders’ retums and tax that is
payable on aguity holders’ retumns
Thes allocation i1s calculated based
on an assessment of the effective
rate of tax that s applicable to the
equity holders for the year

(o) Intangible assets

Goodwill

Busness combmations ars
accountad for by applying the
purchase method  Goodwil
represents the difference between
the cost of the acquisiion and the

fair value of the net dentifiable
assets acquired For acquistions
pnor to 1 January 2004, goodwall 1s
included at its camryng amount
under premous genarally accepted
accounting pnncipias

Goodwil 1s stated at cost less
accurnuated rmparment losses s
tested for impaurment whean there s
evidence of possible mparmment

Acquired n-force business
Insurance and investment contracts
acqured In busingss combinations
and portfoho transfers are measured
at far vatue at the tme of
acqusion The differance between
the far value of the contractual rights
acquwed and obhgabons assumed
and the habiity measured in
accordance with the Group's
accounting poiices for such
contracts 8 recorded as acquired
In-force business

Amortisation

Acquired in-toroe business 1S
amortised over the estimated Iife of
the contracts on a basis which
recognises the emergence of the
economic benefits Other intangble
assets are amortised on a straght-

- kne basts over ther estimated useful

lives The camying value of mitangble
assets i3 tested for impaiment at

each balance sheet date

(p} Investment property

Investment property s stated at far
value Fair value 15 based on market
values, bemng the estimated amount
for which a property coudd be
exchanged on the date of vajuation
between a wiling buyer and a wilkng
sdller in an amn's length transaction
Gains and losses ansing from the

change in far value are recognisad N
the income slatement

{q) Property, piant

and equipment
Owner-occupied property is stated
at far value, being the estmated
amount for which the property could
be exchanged on the date of
valuation between a willing buyer
and a wiling safler m an arm's length
trensacton Cwner-occupied
property s depreciated over its
estmated useful life, which s

taken as fifty years Land 1s not
depreciated Gains and losses on
owner-occuped property held by the
equty holders' funds are recognised
in the stalement of recognised
income and expense, as pemmitied
by IFRS 4 gans and lossas on _
owner-occupsad property held by the
long term busmess are recognisad In
the income statement

Plant and equipment s stated at
cast ess accumulated depreciation
Depreciation 15 chamed to the
ncome statement on a straight-bne
basis over the estmated useful lves




(r) Financial assets

Purchases and sales of financial
assets aro recognised on the trade
date, which 18 the date that the
'Group commits to purchase or seft
the asset

Loans are stated in the balance
sheet at amortised cost less
impaiment losses Equibes, fixed
income secunties and collective
investment schemes are designated
as at far value through the income
statement and accordingly are
stated n the balance sheet at far
vajue wihech 18 congistent with the
Group’s stated ngsk managemant
policies Resultant gains and losses
are recognised in the ncome
statement The far value of these
assets 1s ther quoted bid pnce at
the balance sheet date

Denvative financial instruments

are recogrised nibally at cost
Subsecuent 10 inittal recognition,
denvative financial mstruments

are stated at far value which s
conastent with the Group's stated
nsk management pobces The gan
or loss on remeasurement to

farr value 18 recogresad in the
income statement

{s) Cash and

cash equivalents

Cash and cash equivalents compnse
cash balances and short term
deposits with an onginal matunty
lerm of three months or lass at the
date of placement Bank overdrafts

that are repayabie on demand and
form an integral part of the Group's
cash management are ncluded as
a component of cash and cash
aquvalents for the purpose of the
statement of cash flows

(t} Provisions

A promsion 1S recognised when the
Group has a present legal or
constructive obligation as a result

of a past event and it 15 probable
that an outflow of economic benefits
will be required to settle the
ohigation if the effact s matenal,
provisions are detemuned by
discounting the expected future cash
flows at a pre-1ax rate that reflects
curment markel assessments of the
time value of money and, where
appropnate, the nsks specific to the
labdity Where the Group has a
present legal or constructive
cbligation but it 1s not probable that
there wifl be an outflow of resources
to settle the obligation or the amount
cannot be reliably estimated, this s
disciosaed as a contingent hability

Restructuring

A provision for restructunng s
recogrused when the Group has
approved a detalled and formal
restructunng plan and the
restructunng has ether commenced
or has bean announced publicly
Future operating costs are not
provded for

Onerous contracts

A provision for onerous contracts s
recogrused when the expected
benefits to be derved by the Group
from a contract are lower than the
unavadable cost of meetng sts
obbgations under the contract

{u) Perpetual reset
capital securities

The perpetual resaet caprtal secunties
are shown at the proceeds of issue
Coupons on the securties are
recognised on the date of payment
and are charged directly to the
statement of changes in equty, net -
of tax relef

{v) Earnings per
ordinary share

Earnings per ordinary share are
based on the eamings atinbutable
to equsty holders after deducting
preference share dwdends and
coupons on the perpetual reset
capital secuntes pad in the year

(w) Dividends

Ddends declared by ordinary
shareholders are recogrised as a
liabilty on the dlate of declaration
and dmdends declared by the
directors are recognised on the
date of payment Dmadends are
charged to the statement of
changes in equity
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Consolidated tncome statement
for the year ended 31 December 2006

Gross premiums whtten
Less premums ceded to rensurers
Ret premnams written

Fees and commissons
Net swestment ncoma
Total revenue, net of remsurance payahls

Other operating income
Net income

Poleyholder clams

Less reinsurance recoveres

Change i msurance contrac) hapiites

Transfer {from)to unaliocated surplus

Net policyhotter ctams and benefits incurred

Change m mvestment conract labittes

Acquisiion Costs

Amortisation of acquired n-force business

fmparment of acquired In-force business and defatred acquisihon costs
Admirestrative expenses

Net income attnbutable to unit holders

Total operating expenses

Opemhngpmﬁtbefwemw'gm‘mmmtam

Financing costs
Profit for the year before income taxes

Income laxes
Profit for the year attnbutahle to equrty haolders

Attriturtatie to

Equity holders of the parent
Ordinary shareholders
Perpetual reset caprial secunties

Minory miterests

Eamings per ardinary share
Basic eammgs per ordinary share {pence)
Ouhuted earmngs par ordinary share (pencey

Dwvidends on ordinary shares paid in the year

Second mtenm 2005 at 11 55p (Fina) 2004 at 10 B4g) per share
Intenm 2006 at 6 64p (2005 at 5 77p) per share

Drdend on crdimary shares proposed after the end of the year
Proposed final 2006 at 13 28p (2005 second mienm at 11 55p) per share
Dhvidends paid to minonty interests w the year

S¥%¥fw

13

14

15
15

208 2005
em em
1,633 444 8
(1515 604
143 8 304 4
1040 570
21,253 1 2735
4838.0 31849
3133 197
51522 33046
4,754 1,2533
(369 1) {144 1)
1315 9) 1.0950
(378.4) 1520
2,568.0 2,356 2
A08.9 1967
8.4 200
2647 449
v A -
488.1 295
2185 587
45757 29360
516.5 368 6
(84. {146
4223 3540
490 (e 2
5N3 161 8
4942 1549
129 41
=71 1530
42 28
5313 1618
o7ep 56 8p
a3p 563
£m £m
a7 244
455 238
0.2 482
Mo 477
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Analysis of equity holders’
attributable profit
for the year ended 31 December 2006

2008 2005
(restatedy
Motess Em fm
Operating profit before finanting costs and mcome taxes 5165 %86
- Financing costs attnbutable to policyholders 13 24 R
Policyholders' share of income taxes 14 5.3 @09
Operatmy profit atnbutable to equity holders, based on a long term rale of investment rotum,
befors amortisation of acqumed 1-force busingss, asset management internalisation costs
and fair value of distnbuton agreements, non-recurnng items and shert term
investment fluctuahons 51256 180 4
Amartisators of acquired in-force business (228.5) (28 3)
Amortisation of asset management intemalisation cests (6.6} -
Amartrsation of farr value of distnbution agreements 78 -
Non-recumng ftems (et} 4 2072 1008
Shait tarm mvestment Buctuations s 29
Operatng profit attributabla to equity hotders 5894 2848
Financing costs atinbuiable th equity holders 13 (31.8) (n.n
Profit befere mcomse taxes attnbutatie to equity holders 55786 2131
Equity holders’ share of income taxes 14 (26.3) (13
Profit for the year attnbutahis to equrty holders 513 164 8
Consclidated statement of recognised income and expense
for the year ended 31 December 2006
2006 2005
Notes m £m
Actuanal losses of defined benefit pension schemes 32 3% 82
Revaluatian gain on owner-occupiad property - 01
39 an
Income taxes 14 35 {01)
Net expense recogmsed directly m equity (UL ) B2
Prefit for the year attnbutable to equity hohters 5313 1618
Total recognised meome and expense for the year attributabte to equrty holders 5309 1586
Atnbigable to
£quity holders of the parent
Ordwnary shareholders 48338 197
Perpetual reset capital securmes 329 41
528.7 1558
Mmnaoriy mterests 42 28
5308 1586
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Consolidated balance sheet
as at 31 Decemnber 2006

EQUITY AND LIABILITIES

Equity atnbutahie to equity holders of the parent
Share capital

Share premmum

Parpetual reset capital sequrties

Reserves

Retamned earnings

Totad equity attributable to equity helders of the parent

Mrortty interests
Total equrly

Liabilsties
Pension scheme daficit

Insurance contracts
Liahelties under msurance cortracts
Unaflocatsd surplus

Provisions

Financial liabites
Invesstment contracts
Borrowings
Dermvatives
Net asset value attnibutable to unit holders

Deferred tax
Reinsurance payables
Payables related to direct insurance contracts

Deferred income
tnvestment contracts
Qther

Current tax

Accruals

Trade and other payables
Total iatnlites

Total equuty and Gabiirttes

17

19

2

22
16

32

24

25

B3

30

3

2008 005
{restated}

£m £m

343 81
1,54.3 425
4965 496 5
10477 1,0453
12679 8343
43807 24367
1540 1082
45347 25449
- 53
458153 30,3709
7024 8454
485177 n2173
645 455
09,2045 6,685 6
1,760 1 133
21 48
o114 1603
$1,93a1 69638
10134 7891
02 BHo
285 590
813 723
283 79
89.8 102
1689 e
e ars
654.8 4633
60,8388 39,8381
653735 423830




ASSETS
1 Pension scheme surpius
Property, plant and equipment

Intangible assets
Goodwil
Acquired m-force business
Deferred acquisiion costs
Other

Investment propesty

Financral assets
i Loans and deposits
\ Deaes
| Equibes
| Feced income secunties
, Colliective invesiment schemes

Insurance assets
Rensurers’ share of insurance contract habilites
Reinsurance recenablas
Insurance contract recenvables

Current tax

Prepayments

Trade and othsr recervahles
Cash and cash egualents
Totsl assets

Swgned on behalt of the Board by

S SR

Jim Newman
Group Finance Crector

.

32

i3

36

B8

7

23

i

2008 2005

£m £m

™7 97
55.3 558
2005 2005
2,085.8 10853
78 838
1131 -
24500 1,368 6
2,704 6 23557
™ae 3597
2078 257
10,426 1 9,101 1
26,4058 20704 4
14,1358 21198
51,8082 25107
31983 37026
120 189
340 1o
3303 31125
502 78
7S 7
5455 1914
18942 1,745 1
65,3735 423830




Consolidated cash flow statement
for the year ended 31 December 2006

Cash fiows from operating actvities

Net (increase)/decrease in operating assets and hiabimes 42
Finance costs

Taxation paxt

Net cash flows from operating actnbes

Cash flows from mvestng actrvities

Purchase of subsidianes 42
Purchase of property, plant and equipment

Purchase of mtangible assets

Proceeds {rom sale of property, plant and equipment

Net cash flows from investing activittes

Cash flows from financing actrties

Proceeds from tssue of share capral

Cost of 1ssuing shares

Pmceeds from issue of perpetual resel caprtal secunties
Proceeds of ssumng shares to minonty sharehotders m UK Commercxat Property Trust Limited
Proceeds of new barrowings

Ordinary share dmwdends paid

Coupon on perpetual resei captal securmes pad
Dmdends paud to minomty anterests

Purchase of minonty nierest preference shares
Repayment of borrowings

Net eash flows from financmg actvibes

Net increase i cash and cash equivalents

Cash and cash squwvalents at the beginning of the year
Cash end cash equivatents ai the end of the year 41

2006 2005
frestaed)

£m £m
mo a076
832 03
1448 4
1,004 8) 3309
8882 508 2
o9 g
(28.2) “2
52 -
833 522
19498 04
e 63
- 4950
1520 -
26035 -
832 482
143 -
(131 -
87y -
{1,765 0) {522 4)
22006 ®05)
21491 526
1, 7451 9925
3,894.2 1,745 1




Notes to the consolidated
financial statements

1. Financial information

The consolidated financial statements for the year ended 31 December 2006, set out on pages 68 to 144, ware
authonsad by the Board for 1ssue on 16 Apn! 2007 The financial statements have been prepared in accordance with
Intemational Financial Reporting Standards (IFRS) adopted for use by the European Union {EL)

The international Accounting Standands Board has 1ssued the following standards and tntarpretabions which apply from
the dates shown The Group has decided not to adopt any of these standards or nterpretations whare earty adoption
s permitted  The impact of adapting them s not expectead to have a matenal effect on the results of the Group

* IFRS 7 Financia! Instruments Disclosures (2007} and IAS 1 Amendments - Capdal Drsclosures (2007} IFRS 7 makes
amendments to the disclosures relating to financial assets and babilites whilst the amendments to IAS 1 bang the
capital disclosures into Ine with IFRS 7

« {FRS 8 Operating Segments (2005) This converges intemational and US reporting requirements relating to
segmental informaton

+ IFRIC 9 Reassessment of Embadded Denvatives (2007) This requires the status of an embedded denvative to be
reassassed when an entity first becomes a party to a contract

» IFRIC 10 Intenm Financial Reporting and Imparment (2007) This confirms that certain impairment losses made n an
ntenm penod cannot be subsequently reversed '

* IFRIC 11 IFRS 2 Group and Treasury Share Transactons (2008) Thes addresses whether certain transachons invoiving
shares should be treated as equity-settled or cash-settled for accounting purposes, and accounting for share-based
payments within a group

In addmion, IFRIC 7 Appiwng the Restatenent Appraach under IAS 29, IFRIC 8 Scope of IFRS 2 Share-based Payments
and IFRIC 12 Service Concession Arrangements have been issued but are not ralevant to the Group

2. Financial resuits

(a) Liabdities under insurance contracts

The Group has adopted the pnnciples set out In Policy Statement 06/14 Prudential changes for Insurers issued by

the Financial Services Authonty (FSA) for deterrminnyg rts pnincipal habiiies and capital requirements under ife msurance
contracts

Potcy Statement 06/14 permits ife assurers lo change the assumplions underiying the caleulation of insurance
contracts abdiies for therr non-profit business by introducing further economic realsnt to that permitted under the
previous reguiatory basis It also permils e assurers subject to the FSA'S realistic capdal regme to ahgn further the
capial requirements with the neks of the business The revisions have been introduced n relation to the determination
of solvency in accordance with the EU Solvency 1 Diectve

The changes miroduced by Policy Statement 06/14 for the cakeutabon of kabidibes under insurance contracts provide

for the followng

» Allowance for prudent lapses Thes change allows racognition of the economic effect of making a prudent lapse rate
assumphon within the techrnical provisions for all dasses of long-term business The lapse rale assumpbon needs
to ba prudent basad on recent expenence of lapse rates on product groups This change acts to reduce the amount
of the insurance contract habiies as some policies, for example term assurance, do not pay a suvender value if
they lapse

Resolution

7




Notes to the consolidated
; financial statements
(continued)

2. Financial resutts (continued)

* Nogative vahuas This changes tha calcutation of insurance contracts habdities for all classes of long-term business to
. allow contracts that do not iInclude guaranteed surmender values In the contract wording to be valued as assets The
o : overall babiities under insurance contracts must stll be positve This change acts to reduce the amount of the
iInsurance contract babtrbes

* Expense assumphons This change means that assumpbons for expenses not directly atinbutable to one particular
contract can be set at a hamogeneous nsk group level and not as previously at an indvidual contract level This
change acts to reduce the amount of the insurance contract habiities

The changes introduced by Policy Statement 06/14 for the calculation of capital requirements provide for the following

* Recognrion of future internal transfers This allows fulure sharehokder transfers from with-profit funds {(whuch were
previously treated as habdites of that fund and were an inadmissible asset of the recemng fund) to be used to reduce
the amount of With Profits Insurance Capital Component (WPICC) and hence enables future fund surplus to be used
to reduce the caprtal requirement

* Removing the resthence capital resarve Thes removes the realistc capital requirernent for those Insurers subyect o the
FSAs realistic reporting regime on the bagis that stresses m market valuations are already allowed for in the underMng
labites and thus holding a resiience reserve in addibon leads to an excessve ¢apital requrement

The Group's exsting accounting palicy Is to base its insurance contracts babdities for non-profit business on the
regulatory basis Accordingly, the panciples outlined above for the purposes of the EU Solvency 1 Directive have also
been adopted for determining the pnncipal Insurance contracts habilities for financial reporting purposes In accordance
with the intenm guidance ssued by the Institute of Chartered Accountants in England and Wales in February 2007 the
changes in the assumptions used for determining the nsurance contracts kabiiies have been treated as a change In
estmate and the financial impact has emerged as part of the results for the ysar

In accordance with IFRS the Group recognises as an asset the value of n-force business relating to acquistions and
also recogruses the costs of wnting insurance business As a congsaquence of changing the assumptions for estmating
the msurance contract habihibes the recoverabiity of the camrying values of acquired in-force business and deferred
acquisihon costs have been reassessed and impared accorcingly

The financial mpac! for equity holders of adopting the pnnciples set out in Policy Staternent 06/14 1s set out below

£m

Profit ansing from the changes in assumptions used for determining insurance contracts labiidies 5348

Impairment of acquired n-force business and deferred acquistion costs {5111)
ns

{b) Funds merger

On 31 Dmnwmmemmmmmmmmmmmumwsmmmm
{Schems} under Part VIl of the Financial Services and Markets Act 2000, approved by the High Court on 8 Decamber
2006 Under the Scheme the Iife assurance business of the following entities was transfarmed to Phoenix Lide Limited, a
Group entity

* Alba Life limited

* Bntanmic Assurance plc

* Bntannic Retrement Solutons Limited
* Bntannc Unit Linked Assurance Limited
* Century Life pic

s Phoentx Life & Pensions Limited




As part of the Scheme the non-profit business within the with-profit fund of Century Life pic was transferrad to the
non-profit fund of Phoenx Life Limited {note 44(h)) In addihon, the Ordinary Branch wath-profil funds of Britannic
Assurance plc and Century Life pic (Century) were combined and the with-profit fund of Bmtanmc Unit Linked Assurance
Limred (BULA} and the Phoenx Life Limited (PLL) 0% with-profit fund were combined, resutting in six separate with-
profit funds being retained within Phoentx Life Limited

The rationalisaton of the lfe operations s expected 1o yield adminstrative cost savings and faciitate the Group
operahng a consistent poticy with regard to capitat support for the fe assurance businesses

The with-profit funds of BULA, Century and PLL were premously reported as minor with-profit funds for the purposes
of FRS 27 Life Assurance As a consequence of the Scheme these funds are now part of a major

with-profit entity and accordingly a transfer of £389 milhon has been made from unaliocated surpius to Insurance
contracts habiities

3. Prior year adjustments

The opering balance sheet at 1 January 2005 has been restated to reallocate part of the addiional surplus of the
Resotution (formerty Briannic) Group defined benefit pension scheme recognised on the transition 1o IFRS Ths effect of
the reallocahon s to reduce unallocated surplus by £10 0 milion and to increase retamned eamings by £10 0 million

in the analys:s of equity holders’ attnbutable profit the amortisation of the acquired in-force busmnass and the related
deferved tax for 2005 has been restated Acquired in-force business ncluded in the consohdated balance sheet s
intially computed net of tax and then grossed up for both equity holder and policyhoider taxes in 2005 the
policyholders’ share of the amortisation charge and the related deferred tax movement were included in the equity
hoiders’ results rather than policyholders’ results The efiect of this change on the comparative amounts for 2005 is to
decreasa the equity holders' amortrsatron charge from £41 6 milion to £28 3 milon and increase the equity holders'
total tax charge from £98 O mition to £111 3 mithon, there s no effect on the overall profit atinbutable 1o equity holders

In the consoldated cash flow statement the tem ‘net repayment to urat hoiders' has been ncluded In cash flows
from operating activities rather than cash flows from financing actmvtes  Thws more accurately reflects tha nature of this
item 8s an operating rather than financing actmty The effect on the consohdated cash flow statement for 2005 1s to
decrease the net cash flows from operating actviies from £333 0 mulhion to £330 9 mdhon and to decrease the net
cash outflows from financing actvities from £{82 6) million to £(80 5) miion

In addition, the balance sheet at 31 December 2005 has been restated by a reclassification of £18 7 milion from
trage and other payables to prowisions

4. Segment analysis _

Resolution plc compnses three segments - ife, asset management and management senices The Group has
negigible overseas operattons

The segment information disclosed below ncludes the subsidienes acqured from ther respective acquasition dates
Inter-segment services are pnced on an am's length basis taking nto account the nsks bome by the provder Income

tax assets and labdies are excluded from segment assets and labilies in accordance with IAS 14 Segment Reporting
and are shown under unallocated assets and habities

Resolution
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Notes to the consolidated
financial statements
(continued)

4. Segment analysis (contmued)
Year ended 31 December 2006

Azxrt Managament

e numagement =TvRes Brrtmnm Total
€m fm 5 &m m

Seqment revemue
Gross premums wiitten 1,633.3 - - - 1,633.3
Premiums ceded 10 remsurers {151.5) - - - {131.5)
Net premiunts witten 14518 - - - 14818
Fegs and commissions — extemal 29 23 18 - 1040
- intemal - 486 £243 {473.9) -
62.9 789 4381 413 9) 0]
Segment resuit before non-recumng dems 1702 %4 150 2106
Nor-recumng tems a2 {15 207 400
Segment result 2324 218 [y 2086
Corporate expenses no
Corporate interest income 3
Corporate mnterest expense (318
Corporate: non-recumng item 212
Income taxes — policyholders 753
- equity hoiders {26.3)
Profit after tax atinbutabia to equrty holders 53




Other segment mformation
Segment assets employed

* Googwall

Unallocated corporate assets
Consolidated total assets

Segment liatrities
Unaliocated corporate llabiliies
Consotrdated total kabilibes

Acquistion of in-force business
In-force business on transfer from with-profit funds
Other intangibie assets acquired
Other caprtal expenditure
Amartisaton of acquired m-force business
Other amortisation and depreciation
Non-recurmng gems
Profit on acquistion
Gam on transfers from the with-peofit funds

Profit ansing from the change 10 assumpbons
used for determining nsurance contracts liabiities

Impawrment of acquired m-force business
and defered acquisition costs - equity holders

Irmpairment of acquired e-force business
and defered acquisibon costs - poficyholders

Post 2005 mesger rearganisation Costs
Abbey’s hfe busmesses integrabon costs
Fund merger costs (nat)

Aseet Manzgement Unallocsted/
ute mEagenent Zrvres Corporate Total
£m m £m £m I
64254 B 1142 1408 591 64,568.7
650 145 100 - 295
- - - 5953 595.3
64,310.8 2487 150.8 054 4 65,3705
583985 487 2188 1,182.2 59,807 2
- - - e 18
58,3995 487 a8 21138 60,538.8
16845 - - - 16945
1038 - - - 103.8
1nat 74 22 - mas3
- - 08 - 09
(47 - - - @4
@8.1) 88 59y - w3z
- - - nr2 512
L1d ] - - - 476
534 6 - - - 546
Gt 1) - - - Gy
(110} - - - (1o
- (15 {(174) - (18.9)
(6.8) - =] - {101)
@ - - - @

The non-fecumng ftams shown above, excluding the impatment of acquwed m-force busingss and defarred acquishion costs attnbutable to

poicyholders of £11 0 mdbon, total £297 2 million as reported in the analysss of equity holders’ attnbutable profit




Notes to the consolidated
financial statements

{continued}
4. Segment analysis (contnued)
Year ended 31 December 2005
Assat Management
Lide management services Etmnzbons Tota
£m £m £m tm £m
Segment revenue
Gross premiums wrrtten 444 8 - - - 44438
Premwms ceded to rensurers {50 4} - - - {50 4)
Net premiums weitten 044 - - - 304 4
Fees and commissions ~ external 422 248 - - 670
- Internal - 178 1720 {189 6) -
422 424 1720 (189 6) 670
Segment result before non-recinring tems 2525 18 a6 %79
Non-recuming rtems 1058 06 46 1008
Segment resuft 583 12 B2 KIiA
Corporate expenses (60
Comorate interest income 40
Corporate interest expense nn
Income taxes — policyhoiders B0 9
— equity hoiders ma3
Profit after tax attnbutable to equrty hotders 1618
Assat Maragement
Lde MEANAQMTANT S2VESS Unaliocaied Total
£m £m £m £m £m
Other segment mformation
Segment assets employed 41,7232 597 1825 96 2 42,061 6
Goodwill 650 1345 100 - 2095
Unallocated corporate assets - - - 1119 119
Consolidated total assets 41,7882 1942 1925 208 1 423830
Segment habilrtias 38,6229 222 1252 9817 39,7520
Unaliocated carporate babsmes - - - 86 1 861
Consohdated total habilries 38,6229 222 1252 1,067 8 39,8361
Acqursibion of in-force business 1,1142 - - - 1,142
Other caprtal expenditure 42 - 18 - 60
Amortsation of acquired in-force busingss (449 - - - {44 9)
Other amortisation and deprecabon 273 - G8n - o o
Non-fecurnng items
Profit on acquissthons 887 - - - 887
Impawrment of goodwalt - - 200) - {00
Retease of deferred income lability - - %0 - 260
Post 2005 merger reorganisaton casts - e (i) - 2o
Fund merger benefits {net of costs) 171 - - - 171




5. New business (gross of reinsurance)

New business 15 shown for Ife assurance busineas wntten by the Group which compnses msurance and mvestment
contracts The defirrbion of new business s consistent with the Group's EEV methodology and includes new policies
wintten through the retal and intermediary distnbution channels and retained vesting retirement annuihies wntlen in the
non-profil funds New annual premums anse where the terms and conditons of a policy anhcipate more than one
premium being paid over its hfetima, new single premiums compnse all premums which are not categonsed as new
annual premiums New business premiums are shown for Abbey's ife businesses Cther Group companies

do not wnte matenal amounts of ife assurance business

Retall Intermediary Tatsl Total
2008 2008 2006 2005
£m &m im £m
Single
Pension TGO - 8.0 -
Life and mvestments
ISAs and unit trusts - 168.3 168.3 -
Life and ather bonds 1821 - 821 -
2611 166.3 4774 -
Annyat B
Pension 27 - 27 -
Litg and wvestments
1SAs and unt frusts - 02 0.2 -
Term assurance and other protechon 8.7 18.5 5.2 -
8.4 18.7 31 -
Total new busmess s 1850 455.5 -
Annual prefrubm equivatent k1] B3 704 -
Annua premium equivalent 15 calculated as 10% of new single premiums plus new annual premums
6. Fees and commissions
2008 2005
om fm
Fund management based fees 293 248
Other fees 630 66
Commsswons a7 356
1040 670




Notes to the consolidated
financial statements
(continued)

7. Net investment income

08 2005

£m Em

investment income 22155 m7
Farr valye gains g778 1,931 8
12531 2135

In the analysis of equity holders’ attnbutable profit the operating profit attnbutabile to equity holders basad on a long
term rats of investment return has been calculated by applying the longer term rates of retum to the opering equity
holder svested assets adjusted for capital movaments in the year, excluding nvestments in subsidianes

The longer term rate of refurn has been determined with regard to histoncal rates of retum and future economic and
investiment return expectations  The phincipal assumphons undertying the caloulabon of long term Investment retun
are 6 6% (2005 7 1%} gross return on equity wwestments and 4 1% {2005 4 6%} gross retum on fixed nterest
nvestments

8. Other operating income

2008 2005
Em £m
Excess of the Group's interest 1n the fair value of the net assets of Abbey's fife businesses over cost (note 43) %572 -
Excess of the Group's mterest n the far value of the net assets of Century Group Limrted and the Ife
business of Alkanz Corninll Insurance pic over cost - 887
Gains ansing ort the transfer of Aiba Lifa Heldings Limited and s subsidranes and on the non-profit business
of Century Life from the with-profit funds to the equty halders™ funds (note 44) 476 -
Gain ansing on the transter of the with-profit funds’ niterest m the Resolubon Group defmed beneft
pension scheme - %0
QOther mcome 8.5 50
33 a7

On 1 Jaruary 2005 the majonty of the nsks and benefits of the Resolution Group defined bensfit pension scheme that
were previously bome by the with-profit funds of Brtannic Assurence plc we transferred 1o the equity holders’ funds
At the sarme time the management services agreement between Resolution Management Senices Limited and the
with-profit funds was revised to include an implicrt reducton m the expense charges from 2005 for the effect of the
pension contribution holiday praviously attnbutable ta the wath-profit funds The profit ansing to equity holders reflects
the assumption of nsk by the equity holders in exchange for pricng certanty obtained by the with-profit funds

9. Acquisition costs

2006 2005
Bm £m
Acquesition costs paxd 81 29
Change in deferred aoquismon costs 203 171
894 200




10. Administrative expenses

Staff costs and other employee felated costs
Defined benefit pension scheme sarvice cost

Contributons to defined contnbubon pension schemes

Oepreciation of praperty, plant and equipment

Amortsation of other mtangible assets

Operating lease rentals

Auditors’ remuneradon

Past 2005 merger reorganisabon costs

Former Abbey life businesses integration costs

impairment of Qoodwe

Other expenses

11. Employee costs

Wages and salares
Social security contributions
Qther pension costs

Average number of persons employed during the year
Seles and distribwbon
Customer servicing
investment, finance and adminstratve

87

Not 2008 2005
€m £m
1000 610
8.3 57
88 12
8 37
161 102
a3 18
12 a4 48
188 20
101 -
- 200
N6 1491
488.1 2595
2008 2005
€m £m
mnz 556
a8 54
149 69
1490 679
2008 2005
103 48
1.228 54
1.276 743
2,607 1,545

Resolution




Notes to the consolidated
financial statements
{continued)

12. Auditors’ remuneration

The remuneration of the auditors of the Company, including therr associates, In respect of services supphied to entries

included in the consobdated financial statements s as follows No servces were provded 10 associated pension

schemes

Consohdated financial Statements
Audit services
Qther serices

The remuneration included n the conschdated financial staternents for other serices compnses

The auditing of accounts of associates of the Company
pursuant to legistation

QOther services supplied pursuant to such legistation
Audit retated
Services as reporting accountants
Taxaton
Corporatg finance transactons
COther services
Audit of EEV supplementary mformaton
Other

The total remuneraton of the auditors of the Company for audit and audst related senices provided to the Cornpany

and its subsidianes amounted 1o £4 9 milion (2005 £2 8 mion) The remuneraton m respect of corporate finance

transactons mainly compnsed due dibgence undertaken on tha acquisiion of Abbey's Ife businesses

13. Financing costs

Interest expense

Attnbutable to — policyholders
— equity holders

Ems1 & Young Emst & Young KPMG Toez!
2008 2005 2005 2005

m 3] o £m

04 04 - 04

80 25 19 44

g4 29 19 48

Erust & Young Emst & Yourg PUG Total
2006 2005 2005 2005

&n Em £m £m

26 12 - 12

12 04 04 08

12 - 07 a7

04 04 04 08

24 - - -

07 04 - 04

05 01 04 05

990 25 19 44

2005°

£Em

1456

29
17

Elef |R|zk

146




14. Income taxes
{8) Current year tax charge

2008 2005
{restatec)
tm fm
 Curent tax
UK corporation tax 98.9 181
Overseas tax 108 52
1015 1233
Adjustment in respect of pnor years 22 {128
1053 1105
Deferred tax
Reversal/onginabon of temporary differences
On non-profit surpluses {38.0) 532
On amortrsation of acquired in-force business (855) @202
On profit arising from the changes in assumphons used for determming Insurance contracts
habilmes in accordance with PS 06/14 W08s -
On imparment of acquired in-force business and defered acquisiion costs (82.8) -
Other (09 488
Fung merger benefits (28.8) -
Recognion of previously unrecogrssed tax inss/tax credit 09 &)
White down of deferred tax assets - 20
{(154.9) a17
Total mcome tax (credif/expense (480 1922
Atinbutable to ~ policyhoiders (153 609
- equity holders 283 w3
{45.0} 1922

Unrecogrusad tax lossas of previous years have been usad to reduce cumrent tax expense and defermed tax by £
(2005 £5 C mikon) and £0 9 mihon (2005 £20 3 milkon) respectvely Funds merger benefits include the recogruton of
addihonal deferred tax assets of £85 2 midlion, offset by an increase ¢ future tax on non-profit surpluses of £56 3 milbon
The Group, as a proxy for policyholders n the UK, 1s required to pay taxes on investment icome and gamns each year
Accordingly, the tax benefit or expense atinbutable to UK ife msurance policyholder earmings 18 included n incoms tax
expense The tax benefit attnbutable 1o policyholder samings was £75 3 mition {2005 expense £80 9 mutkion)

(b) Tax (credited)/charged to statement of recognised income and expense

2008 2005

om £m

Current tax (19 -
Deferred tax (1.5 01
(35) 01

The cumrent tax credit compnses lax relief relating to share options




Notes to the consolidated
financiai statements
{continued)

14. Income taxes (continued)

{¢) Reconcihation of tax {¢credit)/charge

Profit before 1ax
Policyholder tax
Profit after pohcyholder tax

Tax at standard UK rate (30%)

Profit on acquision of Abbey's Iife businesses not subject o tax
Gain on iransfers from with-profrt funds not subject to tax
Untaxed (income)/expenses

Disallowable expenses

Adstment to tax charge in respect of pror years

Recogniion of losses/tax assats not previously valued

Increasa i deferred tax on movement n non-profit surplus
Impact of tax on acquired in-force amortsation at less than 30%
Other

Equity holders' tax

Polcyholder tax

Total tax (credit)/charge for the year

15. Earnings per share

2006 2005
(restzied)

£m m
423 3540
53 809
578 2731
1673 819
(73 -
(143 -
{154 2123
58 27
] -
] -
203 484
137 -
135 LK)
%3 M3
(153 809
{490) 192 2

The profit attnbutable to ordinary shareholders for the purposes of computing eamings per share has been calculated
as sot oul betow This 1s after deducting preference share dwdends padd in the year, profits attnbutable to other mnonty

nterests and the coupon paid In the year on the perpetual reset capital secuntes

Profit for the ysar atinbutable to equity holders

Less Dvidends pad on mmarity interest preference shares
Profit attributable to other minorty interests
Coupon paid on perpetual reset capral secunties

2006 2005
& £
5313 1618
“9) -
20 -
143 -
5101 1618

The basic eammgs per share of 97 8p (2005 56 Bp adjusted} has been based on the profit of £510 1 milhon (2005
£161 8 million) and a wesghted average number of ordmary shares cutstanding dunng the year of 521,720,524 (2005
248,939,286), calculated as follows The comparative amount s stated after adjustment for the bonus element of the

nghts issue which completed on 9 August 2006

tssued ordmary shares at beginning of year
Effect of ordmary shares issued

Effects of bonus element of nghts 1ssue
Waighted average number of ordinary shares

2006 2005

No. No
361,088,494 196,658,549
127 501 857 52,280,737
B4 —
521,720,524 248,939,286




The diuted eamings per share of 97 3p (2005 56 3p adjusted) has been based on the profit of £510 1 million (2005
£161 8 mithon) and a diluted wesghted average number of ordinary shares outstandmng dunng the year of 524,085,876
(2005 251,314,072) calculated as follows The comparative amount is stated after adjustment for the bonus slement of
the nghts 1ssue which completed on 9 August 2006

2008 2005

"o, o
Wewghted average number of ordmary shares at end of year 521,720,524 248,939,286
Effect of ordinary share oplions in 1Ssue 266452 2.374,785
Wesphted average number of ordinary shares {dilvted) 524,085,976 251,314,072

The bonus etement m calculated by reference to the closng share pnee immediataly pnor to the date that the ordinary
shares became ex-nghts of 654 5p per ordmary share and the addtional 322 4 mithon new ordinary shares issued at
480 Op per ordinary share

16. Statement of changes in equity

Share reset capatal Retamed Winonty
captx) Share secunbes Reserves [ ] nbxesty

{ocle 1)  premmm (otatd) (ote20) ote2}  (note 2B Totl

fm am Em £m £m £m £m

AL 1 January 2006 18t 425 498.5 1,045.3 343 108.2 254419
Total recogmised income and expense for the year

attnbutatie to equity holders - - - 0s S84 20 5309

Dradends on ordinary shares - - - - (832 - [:<¥.)
Coupon pad on perpetual reset capital secunbes,

aet of tax relief - - - - {10.0) - (100

Dmadends on preference shares - - - - {49 B2 {13.1)

18.1 425 4985 1,458 1,2548 1020 29595

Issue of ordmary share capital - ngits tssue 18.1 1,531.2 - - - - 15473

lssue of ordmary share capetal — share opbon schemes 01 24 - {0 6) 06 - 25

tssue of ordmary shares to minorty shareholders

in UK Commercial Property Trust Limrted - - - - - 1520 1520

issue costs - G F] - - - - .8

Equily share opbons issued - - -~ 25 - - 25

Purchase of mmonty niterest preference shares - - - - - (87.3) (87.3)

Gan on msthase of mnonty mterest preference shares - - - - 127 (1zn -

At 31 December 2006 M3 1,534.3 4985 1,047 7 12619 1540 45347

Resolution
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16. Statement of changes in equity (contnued)

Perpatual fetaned
Share neset copatal (=101 Minority
czpal Share securies Resarves {rot 21) oterests Total
o V7 remum fote 18} fnote 20) frestzied) {nota 22) Festaied)
£ m £m £m om £m £m
At 1 January 2005, as previously reported 98 472 - 08 7140 - e
Transfer from unaltocated surplus (note 24) - - - - 0o - 100
At 1 January 2005, as restated 98 472 - 08 7240 - 7818
Total recogrised ncome and expense for the
year atinbutable o equily hotders - - - 01 1585 - 158 6
Dwdends on ordiary shares - - - - 489 - {48 2
9B 472 - 10 8343 - 8823
Issue of ordinary share capital 83 06 - 1,0430 - - 10519
Issue casts - 63 - - - - 53
Equity share opbons issued - - - 13 - - 13
Preference shares of acquired business - - - - - 1082 108 2
Issua of perpetual reset caprtal securmas - - 5000 - - - 500 0
Issue costs, net of tax rehef - - 35 - - - - 35
At 31 December 2005 181 425 4965 1,0453 8343 1082 2,544 9
Tax rahef on the costs of ssuing the perpetual reset capital secunties amounts to £1 5 miion
17. Share capital
2000 2005
fm £m
Authonsed 1,000 milion (2005 500 mithon) ordinary shargs of 5p each 500 250
Issued and fully paid 685 2 milon (2005 361 1 milion) ordinary shares of Sp each M3 181
2008 2005
miilion rraon
Shares » issue at 1 January 3811 1967
Shares 1ssued through nghts 1ssue A -
Shares issued under share opton schemes 17 02
Shares 1ssued on acquistion of Resolubon Life Group Limited - 1642
Shares in wsue at 31 Decambar ' 6232 3B

Al an Extreordinary General Meeting of the Company held on 17 July 2006 the authonsed shars capital of the Company
was mcreased by 500 milion ordinary shares of 5p each to 1,000 milkion ordinary shares of 5p each

On 9 August 2006 the Company completad a nghts issue to qualifying ardinary shareholders The lerms of the nghts
ISsue were 8 new ordinary shares for every 8 existing ordmary shares at an issue pnce of 480 Op per new ordnary
shara The 1ssue pnce represented a discount of appramately 26 7 per cent to the closing share pnce tmmediately
pnor to the nghts issue of 654 5p per easting ondinary share A total of 322,359,030 new ortinary shares were 1ssued
pursuant to the nghts 1ssue and the proceeds amounted to £1 55 bdlion before expenses  The new ordinary shares
rarked for the ntenm dmdend declared by the directors on 19 September 2006




Ordinary shareholders of the Comparny ame entitlied

= To attend general meetings of the Comparty and to vote at such meetings Ordinary shareholders have one vote on
a show of hands of present at a general meeting o, if a poll 18 called, one vote for each share held

* To receve a copy of the annual accounts, audiors' report, directors’ report and any accompanying reports of the
Company not less than 21 days before the date of the annual general meetng

* To receve drmdends, induding intenm dmdends declared by the Board, except where shares are sued on terms
providing that they will rank for dndend as from a parbcutar date The Company may not declare, pay or distnbute
a dndend on the ordinary shares or radeem, purchase or otherwise acquire its ordinary shares for so long as a
deferred coupon payment of the perpetual reset capital secunties has not been satisfied

Where an ordinary sharehoider has not been traced for a penod of twelve years the Company s entitied to sell the
shares of that mamber The proceeds of sale are retained by the Company and the amount 15 held as a debt due lo
the former membear of the Company No interest accrues on the debt

18. Share options

The share-based payment amangemants in existence dunng the year are set out below

Foliowing the nghts ssue on 9 August 2006, the number of options granted and the option pnces were revsed for all
schames at that date to reflect the bonus element of the nghts ssue This did not result in an increase in the fair value
ot the share options granted under these schemes The bonus element 15 cakeulated by reference to the closing share

pnce mmediately pnot 1o the date that the ordinary shares becare ex-nghts of 854 5p per existing ordinary share and
the addibonal 322 4 midlon new omdinary shares issued at 480 Op per ordinary share

For share ophons grantad before 7 Novernber 2002, the recognibon and measurement panciples of IFRS 2 Share-
based Payment have not been apphed, as permitted by the transthonal provisions in IFRS 1

The wesghted average share pnce of the Company in 2006 amounted to 635 6p (2005 552 3p)

The total expense for the year ansing from share-based payment transactions was £2 5 milion (2005 £1 3 midlion), all of
which relates to equity-settied shame-based payments

The share ophon equity reserve at 31 December 2006 was £4 7 milbon (2005 £2 2 mullion)

(a) Save As You Earn scheme (SAYE)

The SAYE scheme aliows participating employees to save up to £250 each month over a penod of three or fiva years
Employees are eigible to paricipate in a SAYE amangement i they have been employed by the Group for the six
months pror 10 the financal year end preceding the grant date of the relevant arangement

Under the SAYE arrangement, paricipants remairurng in the Group's employment at the end of the three year or five ysar
savings penod are entitied to usa ther savings to purchass shares of the Company at the opbion pnce Employees
leaving for certamn reasons are sbie to use thetr savings 10 purchase shares within sx months of ther leaving

The opuon pnoe 15 detemned by the Company, whuch may apply up to a 20% discount on market prce, taken as the
averaga market valus on the three dealing days preceding the date of imatabon
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18. Share aoptions (contnued)
As at 31 December, the followng options were outstanding

mﬁm ordnarly Number of 5p erdinary shares

Grant date tsts six months tom i date Ererdsz price 2006 2005
{pence) {adyrsiedy

Apnd 2000 June 2005 52035 - 226
Aprd 2001 June 2006 662 90 a8 18,543
Apnl 2002 June 2007 47750 22,352 22,958
Apnd 2003 Jung 2006 107 57 - 1,291,124
Apnl 2003 June 2008 107 57 773,013 849,94
Aprd 2004 June 2007 24669 9612 287,546
Apnil 2004 June 2008 246 62 135,316 142,726
Apnl 2005 June 2008 w282 181,811 208,028
Apni 2005 June 2010 3282 87,303 96,553
May 2006 June 2009 45476 435,548 -
May 2006 June 2011 45476 A -

2,037 800 2917640

Included in the opbons outstandmng at the year end are ophons aver 22,980 (2005 - adjusted 41,727) shares that have
not been recogrused In accardanca with IFRS 2 as the optons were granted on or before 7 Novermnber 2002 Except for
the effect of the nghts 1ssue refared to above these options have not been subsequently modified and therefare do not
need to be accounted for in accordance with IFRS 2

The options outstanding at 31 December 2006 have a weighted average remaining contractual ife of 2 36 years
(2005 1 97 years)

The tollowing tabie sets out the number and the wesghted average exercise pnces (WAEP) for the moverments in
employee share options dunng the year

2006 2005
2008 WAR 2005 WAEP

o {penes) No {penct}

Outstanding as at 1 January 2,720,682 178.75 2,753,974 168 44
Effect of nghts wssue dunng the year 7,366 268.08 - -
Granted dunng the year 525,818 45470 286,914 39200
Forferted dunng the year (127.431) 25138 £201,061) £0437
Bxercesed during the year (1,333,500) 10885 {90.853 {144 26)
bawred dunng the year (18,243) 628.20 (28,282 {556 29)
Qutstangmg at 31 December ) 2,037,800 268825 2,720,692 17875
Exercisabie at 31 December 32,280 25992 226 59500

For share opbons granted under the SAYE scheme, the fair value estmated as at the grant date ranged from £0 27 to
£1 75 per opbon (2005 - adjusted £0 26 to £1 01) The weghted average (ar value of options granted dunng the year
was £1 73 (2005 — adusted £0 97)

Thus farr value has been estimated using & binomual option pncing model, taking Mo account the tams and condihons
upon which the options were granted




The following information was used m the binomial option pncng modsal i respect of options granted In the years
ended 31 December 2006 and 31 December 2005

2008 2005
Drdend yiekd (96} 45 45
. Expected Share Pnce volatilty (%) 250 250
Histoncal volatity (%) =3 523
Risk-free Interast Rata (%) A8 39-47
Option Life {years) 33-53 33-53
Exercse pnce {pence) 548 3920
Forferiure per annum range (%} p4-78 20-91

The expected iife of the options 1s based on hestoncal data and 1s not necessanly indicative of exercise pattems that
may occur The expected volatiity reflects the assumption that the histoncal volatility s indicative of future trends, which
may not be the actual outcome No other faatures were iIncomorated mto the measurement of far value

The expense recogrused for share-based payments n respect of employee services recenved dunng the year to
31 December 2006 amounted to £0 4 muthon (2005 £0 4 mullion) for SAYE schemes

(b} Executive Share Option Scheme (ESOS)

Since 19899, share oplions have been granted to senior managemant with a vesting panod of three years from the date
of grant and with an exertise penod of saven years from the eartest date of vesting The exercese pnce of options under
the Resoluton 1998 Approved Share Option Scheme was determined as the average of the mid-market pnce on the
three days pnor to the date of grant In the case of the Resolution 1998 Unapproved Share Option Scheme, the
axercise pnce was determined by considenng the mid-market pnce on the date of grant If the myd-market pnce was
kower than that determined in the preceding three days for the Approved ophons, the same exercise price was set for
the Unapproved optons as was set for the Approved ones, but i the mid-market pnce on the date of grant was hugher
than that set for the Approved opbons, the exercisa pnce set for the Unapproved ophions was that higher rid-market
pnce No grant has ever been made under the schemne at less than market value

Options grantsd m 1999 and 2000 have parformance conditons basad on a fixed three year perfarmance penod
Both performance condions must be met in onder for the oplions to vest The first perfarmance condron requires
Embedded Value Added by New Business to match or exceed the Retad Pnce Index (RP1) by 3% per annum over a
three yaar penod, and the second requires the TSR to match or excead the median of the FTSE 250, excluding
nvestment trusts, over the same 3 year penod These perforrance conditions are capable of beng retested and waill
lapse on the tenth annversary of the grant

Optons granted in 2003 and 2004 met a performance condition by actueving an INcrease in operating eamings per
share (EPS), before exceptional iiems and excluding any longer term retum from the sharehoiders’ retained capital
(SHC), that matched or excesded RP1 + 6% over the 3 years ended 31 Dacember 2005 and 31 December 2006
respactively

Opuons granted in 2005 will vest f and when there 18 an mcrease n operating EPS, before exceptional items and
excluding smoothed retun from the SRC to match or exceed AP + 6% over the 3 years ended 31 December 2007

The Comparny has decded not to make further grants under the ESOS schems
All ophons are equity-setited, there 15 no cash settfoment altermative
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18. Share options (continued)
Options outstanding under the ESOS schemes as at 31 Decernber 2006

Exercise price Number of Sp ordnary shores

Exarciss parioG {pence) 2005

rant datn ontnarly witm stven yaars bom fadysied) {adpssied)
March 1999 March 2002 903 16,005 19,435
March 2000 March 2003 655 26,048 35,441
September 2002 September 2005 ng 17,435 57,968
March 2003 March 2006 135 kR k- 303,11
April 2003 Apnl 2006 134 zaxn 22,420
Apnt 2003 Apni 2006 138 185,723 185,723
September 2003 September 2006 27 44,545 165,783
December 2003 December 2006 250 12,038 12,036
December 2003 December 2006 252 2,m 29,777
March 2004 March 2007 308 189,450 232,770
September 2004 September 2007 335 64,537 72,236
September 2004 September 2007 340 70,812 79.519
Apri 2005 Apni 2008 416 126,664 138,939
October 2005 October 2008 527 128,361 130,676
970,045 1,486,034

The following table sets out the number and comasponding werghted average exercise pnces (WAEP) for the

movernents in the executive share options dunng the year

2005 2005

2008 WAEP 2005 WAEP

[ (pence) ] fpence

Outstanding as at 1 January 1,208,539 295 1,369,004 3P
Effect of nghts issue dunng the year 143,069 325.88 - -
Granted dunng the year - - 238,850 535 91
Forferted dunng the year (77,784} (34184) (222.070) (840 48)
Exercsed dunng the year {382,207 {19153 {85.945) (31926
Bxpred dunng the year {12,882 (11845) - =
OQuistanding at 31 December 970,045 582 1,200,839 32295
Exgrcysable at 31 December 350,168 175.81 50,700 364 00

Included m the above are ophons over 53,488 (2005 - adpsted 112,844) shares that have not been recogrnised
accordance with IFRS 2 as the options were granted on or before 7 November 2002 Except for the effect of the nghts
1ssue refermed 10 above these options have not been subsaquentty modified, thersfore, they do not need to be
accounted for in accordance with IFRS 2

For the share options outstanding as at 31 Decemnber 2006, the weghted average remaning contractual ife 1s
7 13 years (2005 7 85 yaars)

The expense recognsad for share-based payments in respect of employee senices recaved dunng the year to
31 December 2006 s £0 2 mdion {2005 £0 3 milon) under executive share aptions
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{c} Long Term Incentive Plans (LTIP)

Under the Resolution 2002 LTIP and the Resolution 2005 LTIP, share options are granted to directers and senior
management Both are 'nil cost' and have a vestng penod of three years, both being subyect to performance ctena
being met

- Once vested, the 2002 LTIP has an exercisa penod of three months which may be extended by up to one year at the
discretion of the Company The 2005 LTIP may be exercised dumng the six months following vesting, though the Trustee
has discretion to extend the exercisa penod by up 10 twelve months However no opbons may vest unless the
measured total shareholder return (TSH) reflects undertying financial performance

The number of shares under option 1S determuned by referenca to a maximum multipée of twice base salary and a
notional share pnce set on the dats of grant

Optons granted n 2003 are exercisable from the thind anniversary subyect to how the Compary's share pnce growth
over a fixed three year penod ending on 30 March 2008, 15 ranked in a table of comparies m the FTSE 250

Options granted in Apnl 2004 and Apnl 2005 are exercssatia from the thind anniversary subyact to total shareholder
retumn (TSR) growth over three years, ending on 30 March 2007 and 30 March 2008, respectively as compared to the
FTSE 250

Under the 2002 LTIP, 25% of shares vest at median ranking, &l if performance 1s i the top quartie and strasght line
pro rata f m between

Cphons granted In September 2005 and October 2005 are exercisable from the third anniversary of the date of grant
subject to TSR growth over three years, ending 3 July 2008, as compared to thai of the comparses rankad 51 to 150
in the FTSE All-share index 25% of shares vest at median ranking, all f in the top qumntile and straxght Iine pro rata if
in batween

Options granted in 2006 have 50% of the awards based on TSR and 50% based on adjusted embedded vaive (EV)
The TSR maasure 18 based on TSR growth compared to companes renked 51-150 n the FTSE Al-Share Index over
three years from date of grant 25% of shares subject to this part of the award will vest for median rankang, al if in top
quntle and a pro-rating on a straight line bass for valuas in betwean The EV target s measurad over three financsal
years commencing from 31 December 2005 25% of shares subjact to thus part of the award will vest for average
growth 1n Adjusted £V per share n excess of the nsk free rate of 2 5% Increasing on a straight kne basis 1o 100%
vesting for average growth m Adjusted EV per share of 6%

At tha discretion of the Remunerabion committee, a cash settiement altemative may be offered however, no obhgation to
settle in cash existed at the balance sheet date

Optons outstanding under the LTIP schemes as at 31 December

Numtes of Sp

Expvizee vt ontnary cheres
ordirarly watwn ' year from Oodon prica 2008 2005
{pence) (e

Apnl 2006 a 12,550 212,998
December 2006 nil Q97 42,127
Apnl 2007 ] 350,509 408,460
Apnl 2008 mul 318,967 413,703
September 2008 ol 537,288 577,860
October 2008 nd 74,581 74,881
Apri 2009 nd 912,900 -
Apnl 2009 nd 9,055 -
October 2009 m 12,086 -
Total 2471019 1,730,129

Resolution
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18. Share options (contnued)

The following tabla sets out the number and movements i tha LTIP share optons dunng the year The weighted

average exercise pnce (WAEP) for all LTIP share optons s Crul

2008 2005

Mo No

Outstandmng as at 1 January 1537286 587,517
Effect of nghts rssue durng the year 192,843 -
Granted durmg the year 34,051 949,709
Forfeited dunng the year {138,041) -
Exgresed dunng the year (54,220) -
Expired duning the year - -
Outstanding at 31 December 241,09 1,537,286
Exercssable at 31 December 255125 -

For the share cptions outstanding as at 31 December 2006, the weighted average remairung contractual bfe s

195 years (2005 2 43 years)

For options granted in 2005 and 2006, the far value of equity-settied share opbons granted has been estimated as al
the date of grant using a biomual pncing opticn and a Monte Carlo pncing maded, takang Into account the terms and

condiions upon wiich the optons were granted

The estimated farr value of each share option granted n the LTIP schemes ranges from £1 26 to £4 77 (2005-adusted
£1 26 to £5 68) The fallowing table [sts the inputs to the model used i respect of options granted in the years
ended 31 December 2006 and 31 December 2005 In addition, the share pnce of cther members of the comparator

group s a key input

2005

2006
Dandend yield (%) n'a
Expected share price volatlity (%) =0
Histornical volatifty (3} %3
Risk-fres interest rate (%) 45-50
Expected Iife of opbon (years) 10
Forferture per annum fange (%) 0-78

45
250
523

40-47

30

0-50

The expected Ufe of the cpbons s basad on histoncal data and s not necessanly indicatve of the exercise pattemns that
may occur The expected volatity reflects the assumption that the histoncal volatiny 1s indicative of future trends, which
may not be the actual outcome No other features were incorporated into the measunement of lar value The weighted

average far value of options granted dunng the year was £4 21 (2005 - adusted £3 17}

The expenss recognesed for share-based payments in respect of employee services recerved dunng the year to

31 December 2006 amounted to £1 9 millon (2005 £0 6 mdion) under LTIPs

(d} Share matching plan (SMP)

The SMP ts a share-based payment scherne whuch was offered to certan semor managers in 2006 Two awards were

mada dunng 2006, the first in November and the second mn December




Paricpants m the scheme pladge sharas in Resolution plc (‘nvestment shares”), which they hold for the duration of the
vesting penod For each ivestment share that 1s heid for the entirety of the vesting penod, the participant receves a
matchmng award of shares n Resolution pic If the employee seils any of hus nvestment shares dunng the vesting penod
then the comesponding matcheng shares will lapse

. Each employee invited 1o participate in the scheme 1s able to pledge shares whose value does not exceed 6% of ther
gross annual meome It is the employee's responsibiity to obtam thetr investment shares Shares already heldd by the
employea can be pladged as investment shares The matchng award vests after three years from the date of grant

The expense recognsed for share-based payments in respect of employee serwces recenved dunng the year to
31 Decamber 2006 was less than £0 1 mihon under the share matctung plan

19. Perpetual reset capital securities

2008 2005

&m £m

At 1 January 4985 -
Issued m the year - 500 0
Issue costs, net of tax retief - )]
At 31 Dacember 4985 4965

The Company has in issue £500 milion of perpetual reset caprtal sacunties ('the Notes') which are admitted to the
Official List of the UK Listing Authonty and to trading on the London Stock Exchange’s Gilt Edged and Fixed Interest
Market The proceeds of the 1ssue amounted to £496 5 millon

The Notes are unsecured cbhgations of the Company and are subordinate to the clams of semor crecitors Payments in
respect of the Notes are condibonal upon the Company beng solvent at the time of paymant and mmediately following
such payrnent and also, in respect of coupon payments, hawng sufficient distnbutable reserves

The Notes have no fixed matunty date and interest payments may be defamed at the option of the Company,
accordingly the Notes meet the defirion of Equaty for financial reporting purposes  The Notes also meet the conditons
for innovative Tier 1 capial treatment in the calcutation of the Group Capital Resources under the nides of the Financial
Services Authonty

The Notes may be redeemed at par at the opbon of the Company on the firsl resat date of 26 Apnl 20186 or on any
coupon payment date thereafter Redermpbon 1s subject to the agreement of the Fnancial Seraces Authonty In certain
arcumstances the Company has the nght to substtute the Notes or 1o redeem the Notes before the first reset date

Coupons are payable annually iIn amaars on 25 Aprl, commencing in 2006, at the rats of 6 5864% per annum, untll the
first resat date Thereafter coupons am payable semi-annually at 2 73% per annum over the then prevailing offered rate
for sx-month stering deposits '

it the Company opts to defer a coupon payment the defermed coupon payment may onfy be satsfied by the issue of
ordinary shares in the Company For so long as a defermed coupon payment has not been satrsfied the Company may
not declare, pay or distnbute a dividend on its secunbes in issue ranking junior to the Notes, including the ordinary
shares or, excepl n particular circumstances, redeam, purchase or otherwise acquire any of its secunties m ssue
ranking jundor to the Notas, mciuding tts ordmary shams
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20. Reserves
Shara agtioos Revakmation Merger
e ressrve s Tatad
£m £m Em &m
At 1 Jameary 2006 22 01 1,043.0 1,045 3
Allocatian from tal recognised meame and expense for the year
atinbutable to equity holders 06 {01 - as
tesae of ordwary shara capuat (]3] - - (0]5]
Equity share opbons issued 25 - - 25
At 31 Decamber 2006 47 - 1,040 1,047 7
Share options Revaluation Merger
esarve reseIve reserve ot
gm £m £m fm
A1 Jansary 2005 09 - - 09
Allocaton from tota! recogrused income and expense for the year
atnbutabie to equrty holders - 01 - 3]
Merger reserve ansmg on the 1ssue of shares for the acquistion .
of Resolution Life Group Limited - - 1,0430 10430
Equity share opbons tssved 13 - - 13
At 31 December 2005 22 01 1,043 0 10453
The share options reserva compnses the cumulative far value charges made to the income statement in respect of
share options grarted and stll outstanding
The revaluation reserve compnses the post-acquisibon revaluabon gam on owner-occuped propertes held by the
equity holders' funds
The mearger reserve 1s the difference between the farr value and the nominal value of the shares rssued on
6 September 2005 1n consderabon for the acquisiion of Resolution Life Group Limited
21. Retained earnings
Held within Oer
e long term retamed
buzmess eamings Total
fm em £m
At 1 January 2006 ma 3830 2343
Adlocation érom total racognised income and expense for the year
atnbutzhble to equity holders : 4559 ns 5784
Transters {a02.0) A0 -
525.2 B S 1,382.7
Onadends on ordnary shares - |32 |
Coupon pard on perpetual reset capital secunties, nel of tax relef - {100) {100
Omdends on preference shares - (13:] 4o
kssue of ardinary share capital - 08 08
Gain on purchase of preference shares - 7 127
At 31 Decamber 2006 5252 427 12679

Dnndends on ordinary shares compnse the second intenm dmdend for 2005 of £47 7 millkon and the intenm dwdend
for 2006 of £45 Smilhon




101

Held within e Orher retaneg
ong 1 eamags Toml
business frestated) frestated)
£m &m £m
At 1 Jamuary 2005, as previously reported 5131 2009 740
Transfer from unallocated suiplus {note 24) - 100 100
ALY January 2005, as restated 5131 2109 7240

Allocabon from otal recogmised meome and expense for the year

atnbutable to equity holders g8 %7 158 5
Transters (1236) 1236 -
4713 112 882 5
Dmndenids on ordinary shares - 482 {48 2)
Al 31 December 2005 4713 3630 8343

Dmdendsonordlnarysr'ﬂrescompnsenmﬁmldmderﬂformoiﬁzddnﬁbmmtheﬁrsllmemndmdetﬂfor

2005 of £23 8 rmullion

Retained earmngs held withm the long term business compnse the equity holders' post-acquisiion miterests n the long
term business Other rtaned eamings compnsas the aggregate of the post-acqursition retained sarnmgs of subsichiary .
undertalengs and the retained earmings of the Gompany Distnbution of the retaned eamngs held within the long term

business funds and surplus assets haid within the sharsholders’ funds of the hfe comparies s subyect to retainng

sufficient funds to protect pohcyholder interests

22. Minority interests
(a) Preference shares

At 1 January

Acgured through business comixnations
Dmwdend paxd out of pre-acqusion reserves
Purchase by the Group

At 31 Decamber

2008 2005
tm tm
108.2 -
- 1082
@3 -
(100 0) -
- 108 2

On 31 MardeOOBtfreESOmﬂmcashpreterencesharesarndmecsomdlmF’IKpreferenoeshamsmjadby
HesoimaonLﬂaerpurmadwempurmasadbyﬂemhmonplcﬁanﬂoyaland&mmaxmlrsuanceGroupplcbra
total considerabon of £87 3 milkon, gving nse to a gamn of £12 7 milkon for equity holders (note 16)

{b) UK Commercial Property Trust Limited

At 1 Saruyary

Shares subscrhed for by minonty interests
Change n equiy attnbutabile to menonty nterests
At 31 December

2006 2005

£m £m

152.0 -

20 _

1540 -
-
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22. Minority interests (continued)

in September 2006 the Group established a property investment subsidiary, UK Commercral Property Trust Limited
(UKCPT), which s domictied in Guemnsay and ksted on the London Stock Exchange Approxamately £498 milion of
nvestment properies were transfarmad to UKCPT from certain of the Group's with-profit funds in exchange for 71 3%
of the ordinary shares issued by UKCPT and £125 million in cash prowded from the £152 milien cash subscnbed by
external shareholders to acquire a 28 7% mterest in the ordinary shares of the company

Since the end of the financal year a further transaction has taken place between the with-profit-funds of the Group and
UKCPT Information on this s given in note 47

23. Insurance contracts liabilities

Grasy Reinsurers
tmbilities sar
2008 2008
Em £m
Life assurance business
insurance contracts ;10 30583
kvestment contracts with DPF 10,724.3 -
45,6753 3,068.3
General tnsurance busness
Cuistanding clarms prowvision 1400 1400
4581513 31883
Amount due for setbement/recovery after 12 months 41,989 286113
Gss Reinsurers’
Lahities srars
2005 2005
£m Em
Life assurance business
Insuranca contracts 26,541 1 36159
tnvestment contracts with DPF 3,741 -
30,284 2 36159
Genaral insurance business
Uneamed premums 32 32
Qutstanding clams provision 85 835
30,3709 37026
Amount due for settlement/recovery after 12 months 274560 3,1053
Grosy ferirers’
Leafiitiey share
008 2006
£m £m
At 1 January 2006 303709 37026
Acquesthons through bustness combnatons 18,5815 12254
Premiums 1,6333 1515
Clams {4708.4) 368.1)
Other changes i latulibes (28.7) (15123
Foreign exchange adustments (31.3) 05

As at 31 December 2006 45,8153 33883
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Gross Rersurers’
=] share

2005 2005

&m £m

At 1 January 2005 9,153 0 11748
_ Acquisibons through business combxnabons 222937 46953
Premums 4448 504
Clamms (1253 3 (1443
Cther changes in labibbes (267 3) 2.0738)
As at 31 December 2005 30,3709 326

The general insurance business 1s written by a subsidiary undertaking that was previcusly a subsidiary undartakang of
Royal & Sun Allance Insurance Group plc (RSA) The Group has in place a fall back perpetual rensurance arrangernsnt
under which the full economic burden and benefit of the business rests with RSA In addition, RSA has agread to
indemnify the Group aganst any ganeral nsurance liabiites which are not otherwsse coverad by the rensurance treaty
This indemnity ts unimmuted as (o tme and amount

In common with others in the e assuance business, the Group has expenenced a number of complants i respact of
mortgage sndowmnent business A provision for the estmated redress has been estabished within labibbes under -
mswrance contracts The uthmate cost may be greater or smaller than the amount provded and 18 dependent on the
level of complamis and the penod over which the policies wene wniten

The movemaent in the provision is as follows

2006 2005

£m €m

At t Jaruary 1768 193

Acqusthons through busmess combenations - 953

Adustments to provisions made m the year 670 930

Compensation paid mn 81

At 31 Becember 758 1766
£45 0 mihon of the provision at 31 December 2006 (2005 £143 1 mithion) 1s held 0 the wath-profit funds

24. Unallocated surplus

2008 2005

(restated) frestated)

] £m

At 1 January, as previously reported 8504 786

Transter to retaned eamungs {note 21) ’ {10.0) 100

At 1 January, as restated 8464 XBE

Acquisiions through business combinations 33 258

Focéign exchange adpustment 11 -

Transfer {toy/from ncome statement (378.4) 152 0

At 31 December 7024 8454
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: 25. Provisions

Long term Pengmn

. Rastructurmg meentve plan mn-sefling Other Tota)

o o fm i fm

P At 1 January 2006, as previousty stated 41 25 - 102 268

; © Pnor year adustment {note 3) - - - 187 187
At 1 January 2006, as restated 141 25 - 289 455
Acquesiions through bustness combnations - - - 88 an
Addibons o the year 438 29 130 64 661
Utthsed dunng the year (k) ©3 - (10.5) {25
Released dunry the year - - - {3.9) {3.4)
At 31 December 2006 182 51 130 302 845

The amount due for settlernent after 12 months s £29 8 mullon {2005 £12 3 millon), none of which has been
discounted

The long term mcentive plan provision represents the estimated benefits accruing to members of the plan as per an
independent valuation at the end of 2006 The scheme membership 1s made up of seror employees of the assat .
management business There are two plans, the saven year plan prowdes entilements to payments on the third
anniversary of entry to the schemea with further entitlement due, in certain cases, in each of the subsequent four years
The three year plan matures after three years, with members bemng entitied to cash payments Both plans prowde for
the abdity to retain benefits beyond the seven and three year penods respectivety

28. Investment contracts liabilities

2008 2008

Gy Remsurers’

Imtiilitey shamy

tm ]

Amaunt cee tor setiement/recovery after 12 months BB32.7 -

2005 2005

Gross Reinsurers

abities shars

I £m om
| Amourtt due for settlement/recovery afier 12 months 56,3703 -

27. Insurance and investment contracts liabilities -
assumptions and sensitivities

{i) Assumptions

Process used to defermine assumptions

For participating business in realishc basis compames the demographic assumphons about future expensnce are
intended to be “best estimates™ They are determmed after considenng the companes’ recent expenenca and/or
melevant industry data Economic assumphions are market-consistent

For other business, demographuc assumphions are denved by adding a prudent margin to best estmate
assumpbons Economic assumptions are prudent estmates of the returmns expected to be achweved on the assets
backing the liablites

{ T -



Dunng 2006 a number of changes were mada 10 assumptions to reflect FSA changes 1o reserving requlations, to
harmomise the approach across the entarged Group, and to reflect changes to expected expenence The impact of
matenal changes dunng the year or since the acquistton date for businesses acquired dunng the year were as follows

Increasafidecreate)
In fesnrance [abilities

£m
FSA changes to reserving regulabons (535}
Harmoruisation of valuation interest rate assumptons (14

Valuation interest rate

For reafistc basss cormpanies the habxiies are determined stochastically using an appropnate number of nsk neutral
scenanos producad by propnatary economic scenano generators cahbrated to market congibons and git yields as at
the valuation date

For funds not subject to realistic reporting, the method used to determine valuation interest rates generally follows the
regulations set out n Section 7 3 of the Prudential Sourcebook

Assets are firstly hypothecated to classes of busness bang valued The valuation interest rates for each block of ‘
business are based on the expected retums of the hypothecated assets The yeld 1s then adjusied to make ajlowance:
for credit nsk, renvestment nsk and Investment management expenses

Valuation mnterest rates (after tax for ife pohces) are typcally in the follovang ranges
Life pohces 300% to 4 00%
Pension policies 3 25% to 4 25%

investment contracts with discretionary parbcipation features are not measured at far vahue as there s curently no
agread defintion of fair valuation for discretionary participation features under IFRS

Expense inflation

For all compantes other than SPILA, expenses are assumed to increase at the rate of increasa in the RPI plus a fixed
margin i accordance with the management serice agreements (MSAs) that the compantes have in place with
Resolution Management Services For SPILA, axpenses are assumed Lo sncreasa at the rate of increase in the AP
plus 1%

For realistic basis companes the rate of RP1 inflation s determined within each stochastic scenano For other
comparnes it 1s based on the differance between the yields on long dated fixed interest gits and long dated inflation
inked giits (2008 3 3%) For MSAs with contractual Increases set by reference to National Average Eamings inflation,
thes 18 approsamated as RP1inflation ptus 1% In instances m which inflation risk s not mitigated, a further margin for
aiverse deviahons is than added to the rate of expense inflabon

Mortafity and longevity rates

Mortalty rates are based on published tables, adiusted appropnately to take account of changes in the undertying
poputation mortalty since the table was publshed, company expenence and forecast changes n future mortality
Where appropnats, a margn 1S added to assurance mortality rates lo allow for adverse future deviabons Arnmutant
mortally rates are adjusted to make allowance for future iImprovemeants i pensioner longewity
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27. Insurance and investment contracts liabilities -
assumptions and sensitivities (contnued)

Lapse and sumender rates (persistency)

The assumed rates for surmender and voluntary premium discontnuance depend on the length of time a policy has
baen tn force and the company Sumender or voluntary premum discontinuances are only assumed for realistic basis
companes Withdrawal rates used in the valuaton of with-profit policies are based on observed axpenence and
adjusted when it 1s considerad that future pobicyholder behawour will ba influenced by different considerations than in
the past In particular, it is assumed that withdrawal rates for unitised with-profit contracts wall be tigher on policy
anreversanes on which Market Value Adjustments do not appty

Drscretronary participating bonus rates

For reabstic basis comparves, the regular bonus rates assumed in each scenano are deterrmined in accordance with
each company's Prnciples and Practices of Financial Management {(PPFM) Final bonuses are assumed at a level such
that matunty payments will aqual asset shares subject 1o smoothing rules set out In the PPFM

{il} Sensitivities
The tables below indicate the stand alone impact of certan kay assumpton chenges to nsurance and
mvestmant contracts

Fluctuations in with-profit business are taken to the unallocated surplus and have no direct mpact on profit or equity
holders' funds Consequently these do not feature in the table balow

mpact on yact on

Orange in profi befors equaly hokders'

amgbon  eqully holgers’ tax s

% £m &

Fxed mterest yield assumptions -1% a7 333
Foxed nterest yeld assumptions +1% @GN 459
Equaty and proparty values -10% 359 248
Mortality assumptions for annuities -5% 623 {36 6)
Mortaliy assumpbons for assurances 5% 800 560

In reality, given the comelation batween the assurmphons, it 18 not often possible to demonstrate the effect of kay

assumptions whilst other assumptons reman unchanged it shoudd also be noted that in some nstances these
sensitvties are non-linear

28. Capital statement

Set out below 15 a statement of the Group's capital resources related to UK bfe assurance busness at 31 December
2006 Thus mformation s presented for each of the Group's magor UK with-profit funds  All of the with-profit funds fali
under the Financial Servces Authonty's (FSA'S) realistic capxtal regme  As stated in note 2(b), the with-profit and non-
profit funds of six Group comparees were transterred to Phoentx Ufe Lirrited (PLL) as of 31 December 2006 These
included the with-profit funds premously falbng withan Britanmic Assurance ple (Batanmc) and Phoenox Life & Pensions
Lmited (Phoerex) In addition to the Brtarrue and Phoen wath-profit funds, the statement below covers Phoenix &
London Assurance Limrtad (PALAL) and the signidficant with-profit funds ansing from the acquestion of Abbey's Ife
businesses, namely Scotish Mutual Assurance Lirnited (SMA} and Scottish Prowdent Limited (SPL} The captal
resources for the remaning with-profit funds have been aggregated in other with-profit funds The equity holders’ funds
of PLL and of the regulated eniiies which have transferred ther businessas to PLL are mcluded withm the non-profit
funds Surplus funds related to PALAL are pnmenly held outside the long-term fund




(a) Capital statement
31 December 2006

Equity holdera’ funds
Outside long term fund
Inside long term fund

Otfer qualiying capital
Subordmated debt
Unallocated surplus

Regutatory adjustments
Assats
Liabilibes

Total available capital resources

Gapital requirernent

UK realistc basis

QOther regulatory bases
Overall surphy capital over

regutatory
at 31 December 2006

Anatysis of policyholders' not

Liabirtzes at 31 December 2006

nsurance conirects
Investment contracts with DPF
Investment contracts

Total technical habfirties

Pwerx Grtannic Oty
wiih-profift  withprof! | wrh-peodt Noo-proft Totz ide
Sha SPL PALAL tumd fmd funds hawis  operatons
m Em £m £m fm £m fm Em
T9.8 - 38349 - - B2.4 35760 41221
- - - - - 108.3 13172 1428 5
- - 2000 - - - 200 400 0
43 B9.2 142 186 306.5 108.6 - 7024
©n 0% a9 (.2 {10.0 e @584 @572
4793 1,1427 1754 1,1798 6961 3847 228 40786
5827 1,313 ms 13582 e araa 25504 81534
5627 11705 es 12455 803.0 529.9 300.2 4,888.3
- - - - - 535 2498 031
- 608 3953 127 188.8 %0 20096 2820
Phoenix Entamnic Cfer
wi-geofl wihproft  wth-pof Nonprofi Totzt [t
SMA s PALAL fund fund funds fonds  operstions
m £m #m Em am fm £m £m
33989 3,758.9 59757 7,196.1 578 2ms7 84901 2412
28860 SO6.0 - - 35724 3%49.3 23932 9.728.9
- - 34 47 482 550.1 78235 8,435.9
68,2849 42629 s9ra1 17,2008 45764 38311 18,708.8 506440
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28. Capital statement (continued)

31 December 2005
Otes with-peofit Hon-profit Total e
PRLAL Proeni Briannic ks ks openations
£m £m fm £m £m £m
Tota! avatlable capital resources 80% 2 1,3649 7580 4548 1,2758 44545
Capital requirement 558 12657 7580 2288 2988 29071
Overall surplus camital over requlatory
requirements at 31 December 2005 2454 952 - 260 976 8 1,547 4
Anatysis of policyholgers' net liabdies at 31 December 2005
Oher
wth-proft Non-profit Total the
PALAL Phoenix Britannic tunds funds operations
tm £m tm £m tm £m
nsurance contracts 6,2369 1.7239 19213 24840 43591 229252
Investmeant contracts with DPF - - 34ns5 e - 3743
trvestment contracts 35 53 - 05 6,6763 65,6856
Total techmical Lainlites B,240 4 17292 53528 27963 11,2354 33,3539

Note The above Brtanmec figures as at 31 December 2005 include the Brtanme Industnal Branch Fund This fund s inciuded n other
with-profit funds i the capdal statement as at 31 December 2006

Reconciliation of equrly hofders’ funds at 31 December 2008
The equity holdars' funds in the capital statement can be reconciled to Group equoty holders’ funds as follows

&m
Equriy holders’ funds of ife businesses at 31 December 2006 55438
Acquired vatue of m-force business 8159
Goodwali 2095
Imangibls asset-distibution agreements 022
Asset management business 644
Management semvices busmess 563
Net worth of UK Commerctal Property Trust 1540
Qther non-UK fe companigs, non-lifg companies and holding comparues {2,208.2)
Group equity holders’ funds at 31 Decembesr 2006 45U

The reguiatory tabdities for all of the UK's with-profit funds ncluding SMA, SPL, PALAL, the Phoenx with-profil fund and
the Bntanmc with-profit fund have been detenrined taking account of the requirement in the Board of Actuanal
Standards’ Gudance Note, GN4S5, to show zero working capdal for a realisbe basis wath-profit fund that s dosed to
new busmess |If these requirements were disregarded, the surplus capital over regulatory requirements would increase
by £62 9 mdion, £145 rrulbon, Erul, £145 mullon and £232 millon, respectvely

Roconciiaton of technical iabtires at 31 December 2006

The total tachrucal habiities at 31 December 2006 exclude the llaledibes of Scothsh Prowdent Intermational Lsfe
Assurance Uimited, a company incorporatad in the isle of Man




{b)} Change in available capital

The change in available caprital compnses tha change for the full year in respect of the Group except for Abbey's Iife
businesses whena the change covers the pencd from the date of acquesition to the end of the year The change 1s set
out m the table below

Pwoenmx  Britsme (e
wih-peoft  with-profit  with-profd  Mon-profh
fund fund fmds = fonds

SMA SPL PALAL Totad
tm £m £m £m £m em &n £m

Availahle capital resources
at 1 January 2006, before
reclassification - - 6012 1,3849 7580 4548 12756 44545
Reclassificabon of capital resources . - - (1.5} (718 818 1075 -
Avadlable capial at 1 January 2006,
as reclassihed - - 6012 13034 6302 538.6 13831 44545
Available capdal of Abbey's Ife
busmesses at acquisiion 930 110891 - - - 1728 24500 41249
Changes i assumpbions used to
measure e isurance liabilities - - 51 1438 8 479 89 6781
Changes m regulatory requrements - - . - - 58 4408 MB.A
inadmissible loans to Group companies . . - - - - (EE04 (16604
New business and other factors 1697 122 {104.5) (830) 368.0 {645) .o 1089
Avallable eaprtal resources
at 31 December 2006 5827 1,213 brab 1,358.2 s 8784 25534 81534

Changes in assumptions used to measure life insurance habilrres

The increases in avalable capntal resources for PALAL and the FPhoeno wath-profit fund of £275 1 miflion and £143 8
milion respectively anse manly from an increase in the valuation interest rate

Changes in regulatory requirements

The increasse in capital resources ansing from changes m reguiatory requirements retates manly to changes introduced
by the FSA's Pohcy Staternent 06/14 as descrbed in note 2(a)

Inadmussible loans to Group companies

Inadmissible keans of £1,660 4 milon relate to the loans made by Abbey’s ke busmnesses to the Group and are made
out of the available capstal In excess of that required to meet the Group’s capetal management policies

New businass and other factors

The increass of £366 0 mitlkon n the Bntanre with-profit fund's avadable capetal resources 18 manly dus 1o favourable
investment retum and changes in inadmissible assets

{c} Internal group financing and other arrangements
The Group has several intemal Group financing amangements in place Detats of these arangements are set out balow

PALAL subordmated loan agreement

PALAL has a loan facility with Resolution Life Limited (RLL), the mmediate parent company Financial support is
prowded where i is anticipated that PALAL would have insufficient capital to meet the "Capital Test® The Capital Test
requres there 10 be sufficcent capial to mest both the Pillar 1 and Pillar 2 capital requiremnents with an excess of at least
£50 mulon

The loan 15 repayable at PALAL's discretion, subyect to provxdng at least 6 months notice to RLL and 1o the FSA,
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28. Capital statement (contnued)

but only if the Capital Test 1s met and only then with the consent of the FSA The amount avalable under the
subordinated loan agreement 15 mited to £200 milon At the end of 2006, the company had drawn down £200 mitkon
under the facility

PALAL internal capital suppert memorandum

PALAL has agreed with RLL and with tha FSA that it will estabiish memoranda accounts within the shareholders’
and long-temm fund to provide financial support to the long-term fund  The amounts credited to the sharehokiers'
memaorandurm account at the end of 2006 was £200 milion, baing the amount receved under the subordinated
loan agreement Assets are transferred from the sharahoiders’ memorandum aecount to the long-temm funds
memorandum account when the value of assets of the long term fund have fallen (or are likety to fall) below the
*threshold amount® The threshold amount 1s £25 midlion in excess of the requrements under both the statutory

and realste solvency reguigtions
The amount transferred from the shareholders’ memorandurn account to the long-term fund memorandumn account at

the end of 2006 was £106 4 mihon, including accrued interest In relation to these transfers, £51 6 mifion was required
to achieve a realistic basis surplus of zero

PLL capital support

In the event that the value of the assets of any with-profit fund within PLL falls below the regulatory mintmum vakue of
assats winch must be held in that fund plus 0 5% of the wath-profit benefit reserve (WPBR) (or ©5 milhon if greater),
support wiil be provided 1o that fund by way of a loan arrangement from the PLL non-profit fund or the PLL
shareholders’ fund to the extent that the PLL. board determnes that thene are assets in those funds availabls to
make such a loan

At the end of 2008, £18 2 millicn had been transferred from the non-profit fund to the Alba with-profit fund under
a contingent loan amangement No support was required by any of the other with-profit funds

Life Division North (LDN) loans to RLL

As a resull of dmdend restnctons surplus funds totalkng £1 8 bibion have been lcaned by LDN comparves to RLL
The loans are interest beanng, repayable on demand by the lender and RLL may repay the loans at any time

Life Dmisron South (LDS) loans to RLL

Loans made by PLL o RLL at 31 December 2006 totafled £487 mulion The Ipans are mterest beanng, repayable on
demand by the lender and RLL may repay the loans at any time

intermal reassurance

Internal agreements are in place which reassure a large portion of the Scottish Mutual International Limited with-profit
business and all of the with-profit busmess of Phoenix Life Assurance Limited nito the SMA with-profit fund

Investment management agroements

As at the end of 2006, the majonty of the Group's LDS businesses had entered into contractual arrangements wath
Rasolution Assat Management, a fallow subsxhary, for the management of thar assets The financial assets of Life
Dnrsion North are mostly sub-contracted to external managers, State Street Global Advisors and Abbey National
Treasury Senaces

Managemeant services agreements

Most Iife subsidianes of the Group have entered nto contractual agreements with a fellow subsichary, Resolution
Management Services, {or the prowsion of admursstrative services  Accondingly, expense nsks ane now generally borme
by the equity holder-owned management services company




m

(d) Regulatory capital requirements

Each UK bfe msurance cormpany must ratain sufficient capetal to meet the regulatory capital requirements mandated by
the FSA, Ife msurance businesses based in Ireland end the Isle of Man, however, have requirements set by the local
reguiator The following comments apply to FSA-regulated businesses compnsing the maonty of the Group's iotal Ife
msurance businesses

With the excephon of the with-profit businesses the regulalory capital requrement 1s a combinabion of amounts hesd
in respect of investment, expense and nsurance nsks {the long-term msurance capdal requirement) and addtional
amounts, # required, and cnly for comparves not required to repart on a realistic basis covenng the mare onerous of
two specified stress tests The regulatory capital requirement 1s deducted from the available capital resources lo gve
‘regulatory basis excess capdal’

For the with-profit businesses, a further test 8 requrred 1 respect of the with-profit funds whech compares the level of
‘reakstic basis excess capital’ 10 the ‘regulatory basis excess capital’ and, in crcumstances where the ‘realistic basis
excess capital’ posibon s less, that company s required to hold additional caprdal to cover the shortfall The ‘realisuc
bass excess capital’ 1s calculated as the difference between realistic assats and realistic habdities of the with-profit fund
with a further deduction to cover vanous stress tests Any addibonal capial requirerment undar this test s refermed to as
the with-profit Insurance capital componant (WPICC)

As a consaquenca of tha fund merger, a number of smatler with-profit funds that wene not previously required to report.-
on a ‘realstic’ basis have become subject to the FSA reabstic reporting ragme Those funds are required to hold a

WPICC whereas they previously wera not The impact of this change has increased the capital requirement by
£390 mifhon

Amounts have been mantaned outwith the with-profit funds in SPL (€125 mdbon) and SMA (£220 milkon) in respect
of nsks ansing in the respectve with-profit funds as Fisk Based Capetal [(RBC) These RBC amounts will only be
uthsad giter tatang Into account any management actions deamed appropnate and ane not expected to be utlised on
a realistc basis :

{e) Basis of determinuing regulatory caprtal

The following comments agan apply to FSA-reguiated businesses compnsing the majonty of the Group's total ife
MSUrance businesses

Available capstal resources

Avadable capial resources represent the excess of assats over kabiibes calculated m accordance with detalled
reguatory nules ssuad by the FSA Drfferent nues apply depending on whether the requiatory basis or the realstic basts
excess capials being calculated Some differences also apply to the calculstion of with-profit babiites on the regulatory
basis depending on whether or not a WPICC s required

Regulatory basis
Assets are generally vatued on a basis consistent with that used for acoounting purposes although there are restnctions

over the admisability of certain assets and britations on the value of certain assets depending on such matters as nek
concentration (for example, counterparty risk)

Liataitres are calculated using a projection of future cash flows after makmg assumptons, nter ala, on future nvestment
retumns, expenses, mortakty, and, m soms nstances persistency, all of which include margins for adverse devation
Drescount rates used to value the hahdites are sat with reference to the nsk adpssted yreids on the underiying assels

and to yields obtanabile on future investiments and reinvestments Othar assumptions are based on recent actual
expenence, supplemented by mdustry mformabon where approprate  In most cases, the assessment of kabilities does
not nclude future bonusas for with-profit policies that are al the discretion of the company, but does mclude a value

tor polhicyhoider options Ikely to be exemisaed
Resolution
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28. Capital statement (continued)

For with-profit businesses, f a WPICC calculation is requared, yelds obtainable on tuture Investments are calculated
taking into account the forward yiedd curve at the date of the valuation and allowance s made In some cases for future
aarly terminahons

The reguiatory changes introduced by Policy Staternent 06/14 reduce the regulatory caprtal requirement by reducing the
WPICC by the present value of the future value of the shareholder transfers, taking mnto account the impact of the stress

test appbed 1o the realistic bass excess capital, and by removal of the resiience capital requirement for reahstc
reporhing firms

Realistic basis

The FSA requires each life insurance company that has with-profit labdibes exceeding £500 midbon to camy out a
‘realistic’ vatuation of its wath-profit funds The word ‘realistic’ in this context reflects the terminolegy used for reporting
to the FSA and 1s an assessment of the financial posmion of a with-profit fund caiculated under a prescnbed
methodology The methodology 1 ntended to reflact the market value of the assets and a ‘market-consistent’ value of
the kabilites of the fund

The valuation of with-profit assets in the wath-profit funds on the realistc basis differs from the valuation on the
regulatory basis as, In respect of non-profit business written in the wath-profit funds, n includes the present value of the
anticipated future release of the margins for adverse dewviabon Further, the reastic valuahon uses the markat value of
admissible assets without the restnchons affecting the regulatory basts noted above The realishic valuation of wath-profit
babilities 1s based upon ‘asset shares’, which are the accumudabon of premiums less charges or other deductons and
addmons at the eamed rate of rstum and which are used as a gunde to the final bonus rates which can be supported
The vatuation of financial guaranteses or options embedded within pohicies s camed out using a stochastic simulabon
model that values liabiities on a basis consistent with tradable market ophion contracts {a ‘market-consistent’ basis)
The modal 18, however, calibrated to git yrelds plus ten basis ponts rather than to swap yields The model takes
account of pohcyholder behavicur on a best-estmate basis and includes an adjustment to reflect future uncertantes
where the exercise of options by policyholders might increase habiibes

(f Sensitivity to market conditions of habilibes and components of caprtal

Sharehoiders’ funds

Shareholdars’ funds outside the long-term business funds are nvested n a vanety of assets Some of these assets,
such as equities, are sensitive to market conditions

With-profit funds

The with-profit reafistic labidies and the avaslable capital for the with-profit funds are sensitive to both market
conditions and changes to a number of non-economic assumptions that affect the valuation of the kabiities of the
funds The avalable capial resources (and capitel requirements) are sensiive to the level of the stock market, with
the postion worserung at lower stock market levets as a result of the guarantees to policyholders ncreasing in value
Anincrease in the level of equity volatility tmpbed by the market cost of equity put opions also mcreases the market
conssstent value of the options given to policyholders and worsens the capital posrion

In addrtion, the with-profit funds hold significant amounts of corporate bonds Therefore, there s a signficant
sengitvity to changes n corporate bond spreads and to changes in interest rates and yweld curves The most enhical
non-economic assumpbions are the level of take-up of options inherent in the contracts {lugher take up rates are
more onerous), mortalty rates (fower monatity rates at oider ages are more onerous) and lapses pnor to dates at
which a guarantee would apply flower lapse rates are generally more onerous where guarantees are o the money)
The sensitvity of the caprital positon and caprtal equirements of the wath-profit funds 15 partly migated by the actions
that can be taken by management
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Other long-term funds

Cutside the with-profit funds, assets backang actuanal reserves in respect of policyholder labilibes are invested so that
the assets and liabimes are broadly matched A key non-economic assumption 1s mortality rates n respect of annuity
business (lower mortality rates are more onerous) The Group has reduced its axposure (0 detenoraling mortality rates in

. respect of ife assurance contracts through its remsurance arrangements The Group 1s also exposed to mortalty nsk on
assured ves even though some of the nsk has been mitigated through reassurance arrangements

In addrtion, poor cost control would gradually deplete the avalable captal and lead to an increase i the valuaboen of the
hiabtibes {through an increased aflowance for future costs) However, thes nsk has largely been mitigated through the
implementahon of the management services agreements

{g) Capital management policies and objectives

The capatal position s monttored by management committees apponted 1o separately oversee Life Dvision North and
tfe Dmsion South These committees monitor the regulatory posmon using the Group's own assessment of capital
resources and requirsments agamst targets which themselves are subject 1o regutar review to ensure that they remamn
appropnate to maximise value for poiicyholders and shareholders

In determining the capial policies the Group takes Into account the previously descnbed reahistic and reguiatory
requrements, atternatively descnbed as “Pillar 17 requrements 1t also takes into account the Indvidual Capetal .
Assessment (ICA} msthodology, descnbed in note 48 1(c), which s an assessment of all nsks borme by each reguiated
entity and which 1s commonty referred to as “Piilar 2°

This approach ensures that each Group compary 1S abla to meet regulatory requirernents at all times The Group's
pohcies am set out below

Life Division South
With-profit companies - PLL
Followang the funds merger descnbed in note 2{b), PLL intends to hold amounts of caprtal in excess of habdibes on each
of the followming three bases
Test 1 Pillar 1
The sum of
* In respect of each with-profit fund, the proporbon of the capral resourcas requirement {CRR) atinbutable to that
fund, plus an amount equal to the greater of (§) any postive free assets attnbutable to the with-profit fund, and

(i) 200% of the proporbon of the long-tem msurance capital requirement (LTICA) attntutaile to that fund less ds
WPICC, and

* In respect of the non-profit fund, 1256% of its CRR less 70% of the sum of any positve free assets for each
with-profit fund A regative net result s permitted

Test 2 Pidlar 2 (ICA}
The sum of

* In respect of each with-profit fund, 140% of s ICA, subject to a mimmum of the ICA plus 1% of the WPBR, and
= |n respect of the non-profit fund, 140% of s ICA

Test 3 (CA+ICG)

The sum of

* In respect of each with-profit fund, 110% of its ICA plus 110% of any addmional capial which the FSA indicates via
iCG should be held, and

* In respect of the non-profit fund, 110% of ICA plus 110% of ICG

Resolution
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28. Capital statement (continued)

With-profit companies — PALAL

For PALAL, the Group has undertaken to mantan sufficient captal fo cover

= its Pillar 1 caprtal requirements by a margin of at least £50 milkon, and

= ds Pilar 2 ICA capilal requrements, as adjusted by any ICG, by a margin of at least £50 million

Life Division North
For SMA and SPL's with-profit funds, sufficient capital will be held to cover the greater of

i 100 per cent of Pillar 1 CRR plus 50 per cent of (LTICR + RCR),
() 140 per cent of ICA, and
(i} 110 per cent of {ICA + ICG)
For SPL's non-profit funds, sufficient capital will be held to cover the greater of
® 125 per cent of Pllar 1 CRR,
(i) 140 per cent of ICA, and
() 110 per cant of CA + ICG)
For SMA and PLAL'S non-profit funds, suficient caprtal will be held to cover the greater of
() 135 per cent of Pillar | CRR,
(n) 150 per cent of ICA, and
()} 110 per cent of {ICA + ICG)

Drstnbution of caprtal and retamed earmnigs from the Group's Iife nsurance subsidianes s restncted to the extent
that the caprtal management pohcies as set out above are not breached 1n addition, the Group has a formal
commitment m place with the FSA for PALAL to retain at least £358 mithon of shargholders' funds in the company
until the end of 2007

(h) Assumption setting

The process for sething the assumptions used to value the labiihies takes account of a vanety of factors such as market
itonmaton at the valuation date on yietds and volatilty, the yields on the mvestments actually heid at the valuabion date
and histonc information on observed rates of default on comporate bonds In addibon, due cogrisance 15 taken of actual
expenence of mortalty, sickness, persistency and option take-up rates for some of the larger product types and
generally of industry data for mortaity and sickness rates

This information 1s reviewed and analysed by the actuanal department (including the heads of actuanal function
and with-profit actuanes where relevant) and appropnate recommendahions are made to the Ife subsidiary boards
The beards approve the assumphons used

(i) Policyholder options and guarantees

Soma of the Group's products give potentially valuable guarantees, or give options to change policy benefits wiuch can
be exercised at the poticyholder's discretion Thase products are descnbed below Whers the contracts are non-profit
contracts, appropnate quantficabon 1s given of any potentally significant guarantees

Most with-profit contracts gve a guaranteed mrwmum payment on a speciied date or range of dates or on death
before that date or dates Forpemuscuﬁacts.ﬂwspeuﬁeddateusmepdwwersmretmmi date or a
range of dates around that date For endowment contracts, it 1s the matunty date of the contract For with-profit bonds
it 1s often a specified anniversary of commencemsnt, In some cases with furthar dates thereafter Annual bonuses when
added to with-profit contracts usualy increase the guaranteed amount




There are guaranteed sumender values on a small number of older contracts

Some pensions contracts nclude guaranteed annuity options which expose the Group to interest rate and longewity
nsk The total habiihes mcluded in the with-profit funds in respect of these guarantees for Life Dvision South are £1,093
rmilion and for Life Drvision North are £343 mullion

© With-profit deferred annuities participate in profits only up to the date of retirement At retirement, a guaranteed cash
option allows the policyholder o commute the annurty benefit nto cash on guaranteed tenms

There 15 a block of immediate and deferred annuities within the non-profit business for Life Dvisson South where benefits
are inked to changes i the Retal Price Index (RP1) but with contractual maximum or mmnimum mncreases In partcular,
most of these annuites have a provision that the annuty will not reduce if the RA falls The labities in respect of such
annurties In payment at 31 Decernber 2006 was £474 mifhon

29. Borrowings

Non-current liabilities

M08 2005
m £m
Bank loans 4350 650
Subordinated loans s -
Deposits recenved from reinsurers 458.1 253
1,1148 903

Current liabilrties
2006 2005
tm £m
Bank overdrafts - 05
Bark loans 4981 200
Subordnated loans 1249 -
Deposes recewed from remsurers 242 25
8452 2320
Total barrowmgs 1,760 1 1133

Bank loans compnses two separate [oans The first toan of £380 mdiion 15 repayable n June 2007 and cames an annual
interest rate of between 30 and 70 basis points above LIBOR and s currently charged at a rate of 40 basis points
above UBOR The second loan of £550 milion compnsas “Facity A™ of £350 millon and “Facdity B™ of £200 rmulhon
Faciity A 18 a term loan repayable in instalments of £115 mulion n Apnl 2007, £115 million in Apnl 2008 and £120
miliion i Apri 2009 Facilty B 15 a revobng credt facility with a tenmmination date of Apnl 2009 Both faciliies carry an
annual interest rate of between 30 and 70 basis ponts above UBOR and are cumently charged at a rate of 45 basis
ponts above LUBOR The aggregate camying value of the loans reflacts the unamortised value of the transaction costs
and accrued nterest 1o 31 December 2006 Al intersst payments have been made when due

Scottish Mutual Assurance Limited ssued £200 mifion 7 25% undated, unsecured subordinated loan noles on 23 July
2001 The earlest repayment date of the notes 1s 25 March 2021, and thersafter on each fifth anniversary so long as
the notes are outstanding The Group has entered into interest rate swap agreements wath Abbey Nabonal Treasury
Serwces plc, the effects of which are to convert the fixed nterest expense on the notes to a fioating rate expense In the
avent of the winding-up of the Group, the nght of payment under the notes shall be subordinated to the nghts of the
hwgher-ranieng creditors (prncipally policyholders) Al nterest payments due under the notes have been made when

115
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29. Borrowings (continued)

due The camying value ts basad on the far value of the borrowang at the date of acqumsiion of Abbey's bfe busmesses,
after aflowang for amortisation and accrued interest to 31 December 2006

SP1 Finance pic issued £125 miton 8 75% undated subordinated guaranteed bonds i 1957 The earlest repayment
date of the bonds 15 13 May 2007 and thereafter an each fifth anniversary so long as the bonds are outstanding In the
event of the winding-up of the Compary, the nght of payment under the debt shall be subordinated to tha nghts of
higher-rankang credrtors (pnncipally pohcyholders) All mterest payments due under the debt have been made when due
The Group intends to repay the bonds on 13 May 2007

As at the end of the year the aggregate unused overdraft facdity from vanous banks amounted to £78 2 millon
(2005 £21 0 million)

30. Deferred income

2006 €005

om £m

Amount due for recovery aftar 12 months 725 L4
31. Trade and other payables

2008 2005

festaisd)

&m £m

Trade and other creditors 5056 2497

Collateral creditors . 1482 2136

654 8 4633

Amount due for sattiement after 12 months 1665 2159

Iinformation on the collateral creditors 1s given in note 39

32. Pension schemes

(a) Defined contnbution schemes

The Group partcipates m the defined contnbution section of the Resolution (fomerly Brtannic) Group pension schems
and, since 6 Septamber 2005 the defined contnbubion section of the Phoenx Life Group pansion scheme, which
merged with the Resoluton Group pension schemea on 31 July 2006

Former staff of the Abbey hfe businesses who were erther in the Abbey matching stakeholder scheme or were not In a
pension scheme are eigible to oin the Resoktion stakeholder scheme, a matching scheme Former staff of Abbey's fe
busnesses who were in a defined benefits pension scheme have been offered an enhanced defined contnbution
pension scheme whuch commenced on 1 March 2007 Pror to this date these staff were eligible to join the Resolution
stakeholder (non-matching) scheme

Contnbuhons to definad contnbution schemes amounted to £8 6 miion (2005 £1 2 million)

(b} Defined benefit schemes

The Group partcipates in the defined benefit saction of the Resolution Group pension scheme and, since

6 September 2005, the Phoenx Life Group pension scheme, whach mearged with the Raesotution Group pension
scheme on 31 July 2006
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i The Resolution Group pension scheme s a final salary schame which s generally closed to new entrants and, in
respect of former members of the Phoenix Life Group pension schame, to future service accrual

The valuation has been based on an asssssment of the babilties of the scheme as at 31 December 2006, undertaken

! by independent quaified actuanes The present values of the defined benefit obhgation and the related current service
costs have been measured using the projected unit credi method The valuation mcorporates the provisional resuits
of the tnenmal valuation of the pens:on scheme as at 30 June 2006 nciuding an estimalted cost of changes in the
longevity assumptions amounting to £48 6 mibon The effect of this, together with other changes affecting the sumplus
in the scheme, has bean to reduce the net surplus from £88 4 mullon to £78 7 million at the end of the year

in accordance with an agreement dated November 2008, certain of the Group's wath-profit funds have indemnified the
Group's equity holders in respect of cash contnbution calls equal to approximately 90% of the cost of changes to the
longemty assumptions Discussions between the Company and the Trustees and Scheme Actuary of the pension
scheme on future cash contnbutions are ongong pending completion of the tnenniat valuation  Accondingly, No provsion
has been made in the with-profit funds for any contnbution to the cost of changes to the longevity assumphions and no
contnbution from the with-profit funds has been ariaipated n the equity holdars' funds

The pnncipal financial assumptions of the Resolution Group pension schema (incomporating the Phoenx Life Group
pension scheme) and the amounts recognised In the income staternent and statement of recognised income and
expense are set out below

2006 2005
om £m
incoms statement
Curent sernce cost (8.3) 67
Intarest cost {48.0) {46 2
Expected return on plan assets 48.5 451
. 48 68
Statement of recegnised income and expense
Net actuanal losses recogrsed dunng the year 38 82
en (00
The net actuanal gans and losses recogrised dunng the year compnsa the following
206 2005
£m tm
Actual return iess expected return on plan assets (174) 898
Expenence gains and ksses ansing on scheme Jabiities 65 2o
Changes m assumpbons underlyng scheme iizbdibes 6.8 PO
39 B2

mmthmmemSmmofmmmmmm
1 January 2004 amounts to £13 9 milton

The amounts recogrused in the balance sheet are as follows

2006 2005

o m

Faw vatue of scheme assets 1,116.8 11226
Present value of defined bengfit obbgation a3 1 (1,004 2)
Net surplus (R scheme ™7 B84

Resolution
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32. Pension schemes (continued)
The actual return on plan assets compnses the following

Expected return on scheme assets
Actuanal {lasses)y/gains on scheme assets

The change m the present value of the defined benefit obiigation Is as follows

At 1 January

Acquistions through business combmations
Current service cast

Interest cost

Actuanal (gamnsylosses

Benefits paxd

At 31 December

The defined benefit obkgation anses from plans that are whelly funded
The change (n the far valus of the scheme assets 1 as follows

At 1 January

Acquesthions through business combinabons
Expected retun on scheme assets
Actuanal (lossesy/gains on scheme assets
Contribuhons by the employer

Benefits pad

At 31 Dacember

The distnbution of the scheme assets at the end of the year was as follows

Annutbes

Equibes
Properties

2008 2005
fm £m
495 451
"o 898
325 1349
2008 2003
m Em

1,142 8777

- 463
83 57
480 467
{121) 930
(38.3) (34T

10371 1,004 2
2008 2005
£m gm

11228 5798

- 426
495 451
0l 898
(33.3) 34N

1,116.8 11228
2006 2005
fm £m
08 184

8810 8746
118 136
189.2 1792
341 388
1,168 11226




The pnnaipal assumptions wsed in determmmg penson benefit obhgations are as lollows

2000 2005
Rate of long term increase m salanes 41% 0-39%
Rate of increase ¢ pensions 3% 273-30%
. Drscount rate 52% 47-48%
Inflaton assumpbon 3% 275-29%
Expected rate of retum on plan assets S0% 47-50%

A budding block approach 1s used in determining the long-term rate of return on pension plan assets Histoncal markets
are reviewed and assats with lugher volatility are assumed to gensrate higher returns consistant with wadely accepted
capral market pnnaiples The overall expectad rate of rstun on assats 1S than denved by aggregating the expected
return for each asset class over the actual asse! allocaton at the balance sheet date

The mortahly assumphons are based on stendard mortality tables which altow for fulure mortality improvements

The assumptions are that a member who retres in 2026 at age 57 will ive on average for a further 29 8 years after
retrermnent if they are male and for a further 32 7 years (f they are female The expected levels of mortalty befora
retrement have been assessed using standand tables AX92 Ultmate The expected levels of mortality n retirement
have been assessad usng standard tables PXA92 projected to calendar years 2016 and 2026 for cument and future
pansioners respectively and allowing for future improvements in line wath the P82 Medium Cohort Improvement factors

No contnbutions are expected to be pad to the scheme in 2007
Table of ustoncal information

2008 2005 2004

m £m fm

Farr value of scheme assets 1,1164 11226 9798
Defined benefrt obligation {1,037 1) {1,034 2 8N
Net surplus in scheme 707 88 4 102 1
Experence gains/josses) on scheme assets arg 896 157
Expenence gans/jasses) on scheme labilites 65 (rd1] ny

In addibon, the Group partcipates in two defined benefit schemes as a rasult of the acquisiion of Abbey's Iffe
businesses, the SP Institution Staff Pension Schemae for Employees in the Repubhe of Ireland and the SMI pension
scheme The SMI scheme 1s in the coursa of being wound up and any further contnbutions to the schemea will be
rembursed to the Group by Abbey National pic under an indemnity

Resolution
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33. Property, plant and equipment

Land and Plant and

boddmgs equprment Yotat

#m om em

Cost or vatuation
At 1 January 2006 a7 510 887
Acquisiions through business combinadons - wy 07
Addrbons - ap 08
Disposals {11 L] (B3)
At 31 December 2006 488 554 1020
Depreciation
At 1 January 2006 - 429 429
Charge for the year - a8 38
Al 31 December 2006 - a®ar L
Carrying amount
At 31 December 2006 488 87 - 553

Land and Pamt and

bufitngs equipment Toral

tm £m £m

Cost or valuation
At1 January 2005 411 481 892
Acquesihons through business combinations 126 33 1598
Addmons - 18 18
Dispesals - 23 22
Revaluaton loss (i34 - 60
At 31 December 2005 AT7 510 %97
Depreciation
At 1 January 2005 07 414 421
Charge for the year - 37 37
On disposals €n 23 285)
A 31 December 2005 - 429 429
Carrying amount

At 31 December 2005 a7 81 558

The usefu ives of plant and equpment have been taken as follows motor vehiclss 3-4 years, computar equipment
3-4 years, furnsture and office equipment 5-10 years

The cammying vaiue of plant and equipment held under finance leases amounted to £0 1 millon (2005 £rul)

The valuation of tand and bulkdings s carned out at (east every thyee years as at 31 December by extermal surveyors in
accordance with the Royal Institution of Chartered Surveyors' requrements  The most recent valuations were camed out
n February and December 2005 at open market value and on the basts of the lease agreements

If the land and buidings were camed at hestoncal cost less accumulated deprecsation, the camying amount would have
heen £79 6 mulbon (2005 £81 5 mihon)




34. Intangible assets

. Cost

At 1 January 2006

Acquisrhions through business combinations
Addton on bansfer from the with-profit funds
Cther additons

Disposal on transfer from the with-profit funds
At 31 December 2006

Amortsation and impainnent losses

At 1 January 2006

Amortisation charge for the year

Impairment losses

On disposal on transfar from the wath-profit funds
At 31 December 2006

Carmying amount
At 31 December 2006

Amount recoverahle after 12 months

Cost

At 1 January 2065

Acquisttions through business combnations
Addibans

Disposals

At 31 December 2005

Amartsaton end impatrment losses
At 1 January 2005

Amortisation charge for the year
Impatrmant losses

Disposals

At 31 December 2005

Garrying amount
At 31 December 2005

Amount recoverable after 12 months

121

Acquired Derterven

o-fce  2cqmsthon costy
Goodwl busmess (nota 35) Other Total
fm £m & £m £m
388 1,235 3 1138 02 16859
- 1,694 5 - 1000 1,784.5
- 1038 - - 103.8
- - 121 292 413
- {110y - - (1210)
3368 2026 1257 1294 35045
173 1400 288 02 273
- 2647 03 161 011
- 5181 40 - 5221
- {86 0) - - (96 0)
1213 8268 541 163 1,024.5
205 20858 Fal:l 131 2480 0
2095 1,7637 572 841 21145

Accuwed Deterred

In-force ATUBHON LB
Goodwil husness {rots 35) Otfer Totd
fm £m £m Em £m
2248 1211 275 127 4861
1120 1,114 2 861 - 1,3123
- - - 42 42
- - - (167} {1167
3368 1,2353 1136 02 16859
1073 951 127 - 2151
- 49 171 102 122
200 - - - 200
= = = o (g
1273 1400 298 02 2973
2085 10953 838 - 1,388 6
2005 980 4 791 - 1,269 0
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34. Intangible assets (continued)

Goodwill 1s not amortisad  Other intangible assets have finite ves  Acquired in-force business and deferred acquisition
coslts are amortised over penods of up to 50 years on a basis which reflects the anticipated emergence of profits from
the underiying business wntten

Addiions to other mtangible assets nclude £100 O millon attnbuted to the distnbution agreements ansing from the
acquigtron of Abbey's ife businesses and £27 0 milon relating to the cost of internalising the management of the
Resolution Life Group assets These are being amorised over 5 years and 3 years respectively on a straight ine basis
The amortisation charge for the year 15 included In admimistrative expenses within the income statement with the
excephon of the amortisation of acqured n-force business which is shown as a separate ine tem within the income
statement Impament losses on acquired in-force busmess and deferred acquisition costs ame also shown as a
separate kne tam, they anse from the adoption of Policy Statement 06/14 10 the pancipal insurance contracts of the
Group (note 2(g)) The recoverable amount of acquired in-force business 1s its value In use

In 2005 other Intangible assats included the payment made 10 secune the nghts to the economic benefits of the UK Ife
business of Alianz Comhill Insurance pic (ACl) The reassurance treaty between the Group and ACH was termunated on
30 September 2005 when the assets and labiities were acquired by the Group by way of a transfer under Part Vil of
the Financial Services and Markets Act 2000

Tha goodwill impairment n 2005 related to the management services business
Informahon relating to the recoverahls goocdwill of the Group's cash generating units 1s given below

Life division

The carrying amount of goodwill allocated to the life dmvisron s £65 O mifllon The recoverable amount has been
determined on the value in use basis, by companson with the value of the in-force business of the Iife dmsion,
calculated i accordance with European Embedded Value (EEV) methodology, after deducting the carrymng value of the
acquired in-force business, less deferred tax Detaled informabon on the Group's EEV assumptions and vatuahon 15
contaned i the supplementary mformahon on pages 164 to 186

Asset management

The carrying amount of goodwill allocated to the asset management business s £134 5 milion  The recoverable
amount has been determined on the vaiue m use bass, by evaluating the expected cash fliows ansing from the business
i the future The key assumptions used m estmating these cashflows are movements in funds under management, fee
income, inflation and discount rate The funds under management relating to the policyholder assets of the Group are
assumed to decrease in ine with the expected run-off of the related potcies Other funds under management are
assumed to increase i lne wath inflabon  Fee incomz and expense inflation have been set with reference to past
expenence and are consistent with external rates

The cashfiows have been projectad for 25 yaars, reflecting the continuing nature of the undertying funds under
management, Inclucing those of the poliéyholder assets of the Group The cashflows have been discounted at 7%

Management services

The carmyng amount of goodwill allocated to the management servces business 1s £10 0 mibon The recoverable
amount has been detenmined on the vahue in use bass, by evaluating the expected cash flows ansing from the business
m the future The key assumptions used in estmatng these cashflows are fee income, inflation and the discount rate
Fee income 1s assumed to decine gradually in ine with the run off of policyholder habiities under the exsting
management sences agreement structure with the bife dvsion The cashfiows have been projected for 10 years and
have been discounted at 7%




35. Deferred acquisition costs

tasrance Investroet
contracts contracts Totab
£m £m Bm
At1 January 2006 308 470 ®a
* Addrhons - 121 121
Amartisabon charge 8.0 (143 203
Impatrment kosses 40 - (40
At 31 Decerber 2006 28 448 k]
Insurance imeestment
contracts onacts Tow
£m tm fm
At 1 January 2005 26 122 148
Acquisbons through business combmations 470 391 8ot
Amortisabon charge {128 43 (171)
At 31 December 2005 368 40 838

The mparment losses anse from the adopbon of Pohcy Statement 08/14 to the pnncipal insurance contracts of the
Group (note (2a))

36. Investment property

2006 2005
tm &
At 1 January 23557 659 5
Acquistbons through business combinations - 1,702 2
Addibons 2532 327
Improvements 986 151
Disposals WEIR} (2023
Net far value gans 2772 146 5
At 31 December 270486 23857

Investment property 1s stated at fair vatue and 1s independently valued mn accordance with the Royal Institute of
Chartered Surveyors' guideines on the basis of the open market value of such properties

The rental Incoma ansing from investment properties dunng the year amounted to £69 8 mdlion (2005 £74 6 mulhon),
which s iIncluded m net Investment mcome Direct operating expenses (included within other administrative expenses) n
respect of such properties amounted to £1 3 mithon (2005 £4 6 miudllion)

37. Financial assets

2008
om
Amount recoverable after 12 months 213mB8 19,766 6
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38. Loans and deposits

2006 2005

o £m
At 1 January 59,7 81
Acquisibons through business combinations 3ras 2885
Additions 246.4 661
Repayments {2510} 80
At 31 December 79y 3897
Amourt due for recovery after 12 months 1832 270

Substantally all of the loans and deposits are at vanabie interest rales  The camying amounts approximats to far value
at the balance sheet date

39. Derivatives

The Group purchases denvative financial instruments in connection with the management of ts insurance confracts and
investment contracts Labtes

Where the Group has entered into collateral amangements to provide secunty against the matunty proceeds of denvative
financial instruments, which include a legal nght of set off and it 1s intended that setiement will be made on a net bagis,
the value of the denvatives and the related collateral are presented on a net basis within nel denvative assets or net
collateral crecitors as appropnate (note 31) For all such amangements, nterest 1s payable on the amounts owed based
on 3 month LIBOR

The far values of denvative financal Instruments at the end of 2008, for which no collateral arrangemants have been
made, are as follows

2000 2008 2005 2005

Assaty Ligbrihes Asts Liabetres

£m £m tm om

Options on interest rate swaps 1780 - 2229 -
07C ophons 203 - - -
Exchange raded futires 84 - - -
Stock mdex futures 3 - 27 39
Swaps - 21 - -
Forward currency instruments - - 01 07
2078 21 257 46

The amount recoverable after one year s £178 7 midlion (2005 £214 0 rmibon) The amount payable after one year is
frdl {2005 Crul)

Options on interest rate swaps

Options on interest rate swaps are used to help protect agamst adverse movements m the cost of guaranteed annurty
options as a resutt of falls n interest rates and stock option futures in vanous European and world stock exchanges to
hedge against adverse movements n holdings of the underlying Investments

Hedges for policy guarantees (OTC options)
As a result of the acqursiion of the Abbay life businessas, the Group holds Over The Counter {OTC) dervative contracts
with normnal valuas totaling £3 3 bilkon with Abbey National Treasury Serices pic, 10 provids financis) protection




a

aganst a range of embedded policy guarantees The contracts take the form of a number of options, specrfied to
capturg the matenal elements of the economic exposure of the with-profit funds to casts of quarsntees attnbutable to
equity retums, interest rate movements and foretgn exchange rate movements The tesms of the ophons have been

determined 1o match as closely as possibla central expectations regarding asset management, management actions
and customer choices

The option types and rangse of matunty dates are set out below

Option guzrantes type Opton type Mhurdy dats range
Maturtty guararees on conventional with-profit (CWF) policies and Market Valus

Adpustment (MVA}, fres guaramees on unitised with-profit (UWP) policies European put 281207-0311 3
CWP pensions matunty guarantees with guaranteed anmuity optiens Bespoke payoff 3006 09-310332
CWP deferred annuity contracts without guaranteed commutabon opbons Bespoke payoff 300609-3006
CWP deferred annurty contracts without guaranteed commutation opbons Bespoke payoft 290607-3011 29

The premium payable for the purchase of these oplions was £613 6 mulion
As at 31 Decernber 20086, there was an unreahsad 10ss of £242 7 milion on the options held

Exchange traded futures
These are held for efficient portfolo management purposes

Stock index futures

These are held to hedge agamnst movements in the value of policyholder guarantees assocated with certaun with-profit
bond contracts

Swaps
A small number of curmency swaps are held as a hedge aganst curency movements

Collateral creditor arrangements

At 31 December 2008, the Group hedd a senes of investment assats with Abbey Nabonal Treasury Servicas pic As
these balances have a lagal nght of set off aganst the relevant denvative, and because 1t s intended that settlement will
be on a net basis, all colateral creditors ame pressnted on a net basis within trade and other payables (note 31)

At 31 December 2008, the Group had entered into the following dervative contracts and assocated collatera)
arangements

» Equity forward contracts valued at £346 O mulbon at the year end As secunty for the matunty proceeds of these
dernvatives, Abbey Nabonal Treasury Sarvices pic has lent to the Group sums amounting to £357 8 milion, resuling
in a collateral creditor of £11 8 mdbon

. Hadges!apdu:ygua:anieesva]uedattémgmﬂhmaiﬁwyearw As security for the matunty proceeds of a
selection of denvatives used to hedge pobcy guarantees, Abbey Natonal Treasury Services plc lent the Group sums
amounting to £473 2 milion This credttor, combmed with a net product loan creditor of £1 4 mdhon, resutted in a net
collateral loan at the year end of £103 7 mdion

+ Opbon contracts with Abbey Natonal Treasury Services pic Under these contracts, at specrfied dates, the Group
could require Abbey National Treasury Services pic o pay the value of under-performance of certan indices below
defined levels A premum of £56 5 mifhon was pad to purchase thase options

The value of the options at the year end was £11 8 miion As secunty for the matunty proceeds of thesa demvatves,
Abbey National Treasry Seraces pic has lent the Group £15 7 mibon, resulting mn a collateral craditor of £3 8 milkon

Resolution
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39. Derivatives (contnued)

* Other option contracts valued at £194 7 milon at the year end As coflateral for the maturity proceeds on the oplion
contracts, Abbey Natonal Treasury Services plc lent the Group £224 5 mithon, resuiting in a niet collateral creditor of
£29 8 milion

Details of the above option contracts are set out below

The optens held wens guaranteed options hedges These structured denvatives were hedd within the with-profit funds
1o hadge vanous guarantees attaching to certan with-profit policies

+ Type 1 A schedule of European vanilla put options with a combinad equity and fixed interest ndex as the undertying
mstruments The options represent hadges of cash guarantees (| ¢ matunty guarantees for CWP and MVA free
guarantees for UWP business)

= Type 2 A schedule of two-asset compound opbons with a combined equity and fixed interest index and a referance
annuity Index as the undertying mstruments The optons represent hedges of guarantead annuity opbons on top of
with-profit matunty guarantees

* Type 3 A schedule of two-asset exchange options with a combined equity and fixed interest index and a reference
annuty ndex as the underlying instruments  The optons represent hedges of maturity guarantees m respect of
deferred annuity contracts (without guaranteed commutation options)

The nominal amount 18 distnbuted according to the structured denvative type as follows

Type 1 67%
Typa 2 17%
Typald 16%
Total 100%

At 31 Decemnber 2005, the wath-profit funds held a senes of investment assets with Goldman Sachs International (GSI),
as collatersl, to cover the value of denvatives contracts The comespondng habitity was shown as collateral creditors
within frade ang other payables These denvatives were held to protect against future changes in interest rates that
would particudarly affect the valus of certain guaranteed annuty option fiabiites At 31 December 2006, these

arrangements were no longar in place




40. Tax assets and liabilities

Current tax recervables
. Total tax assets

Current tax payabies
Net deferred tax habdihes
Total tax iabrimes

Deferred tax assels compnse”

Losses, expenses and deferred acquisibon costs camed forward
Provisions and other tming differences

Other

Total doferred tax assets

Deferred tax liabilittes compnse.

Acquured in-force business
Unreahised gains on investments
Surplus within the non-profit funds

On profit ansing from the changes in assumphons used for determining
insurance contracts habdties in accordance with PS 06/14

Other
Total deferved tax Izhilities

Ret deferred tax Labilrtes

Movements in defarred tax assets/(hahlthes) compnse

At 1 January

Acquistions through business cembinations

Amaounts charged to the income statement

Amounts (chargedy/credited to the statement of recognised income and expense
Other adpistiments .

At 31 December

2006 205
£m m
592 78
592 78
(168.9) {118
(10134 (e )
1,182.3 (900 9)
2008 2005
&m tm
1060 57 4
186 310
45 55
1309 939
2008 2005
tmn £m
(r58.3) (528 8
{152.5) (180 3)
(1309 1437
(90 8} -
mno 302
(1,1415) (883 0y
(101249 (7891)
2008 2005
fm fm
(189.1) &7 5)
(397.0) {645 B)
1543 @7
18 o
168 -
(1.013.4) (7891)
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40. Tax assets and liabilities (contnued)

Deferred tax has been provided on the surpluses within the non-profit funds on the assumption that all such surpkuses
will evertually be distnbuted to equity holders

Deferred income tax assets are recognused for tax loss carry forwards only to the extent that reaisation of the related
tax benefit 1s probable

Deferred income tax assets have not been recognised in respect of tax foss carry forwards of £686 2 milkon (2005

£80 0 milon) and exceass expenses arxd deferred acquistion costs camed forwand of £401 3 mdlion (2005 £} as thers
is nsufficient certainty as to the avadability of future profits In addivon the Group has unnecogrused capital tax losses of
£59 7 mulion (2005 €6 2 mdlion) wihich can only be ofiset against capital gains  These have no exprry date

41. Cash and cash equivalents

2008 2005
m Em

Bank and cash balances 20737 3249
Short term deposts (including demand and time deposits) 1,820 5 1,420 2
38942 17451

All deposits are subyect to fixed nterest rates The carrying amounts approximate to fair value at the balance sheet date

42. Cash flows

(a) Cash flows from operating activities

208 2005
frestatad)
& £m
Profrt before tax for the year : 4823 340
Non-cash movements n profit before tax for the year
Loss/(profit) on the sale of
Investment property 110 BN
Financal assets (2,268.5) (3352
Farr value {gainsylosses on
Property, plant and equipment - 60
invastment property (rrefi] (1485
Fnancial assats 1507 ¢ (1,450 4)
Depreciation of property, plant and equipment 38 37
Amortisaton of intangible assets 1 722
Imparment of mtangible assets 521 200
Net (increase)/decrease n workung capital (1,102.7) 1,889 5
Net (increaseldecrease in operating assets and biabikes (realy] 4076
{b) Cash flows on acquisition of subsidiares
2006 2005
£m £m
Conswderation settled In cash 3,800 ) 535
Acqunsition costs 340 -
3830 535
Cash and cash equnalents of acquree 4522.2) (5617

{558.2 {508 2)




43. Acquisition

On 1 September 2006 the Group completed the acqusition of 100% of the Iife businesses of Abbey National pic
(‘Abbey") The pnncipal entities acquired were Scottish Mutual Assurance pic (now Scottrssh Mutual Assurance Limited),
Abbey National Life plc {now Phoenix Ufe Assurance bimited), Scottish Prowdent Limited, Scottish Mutual International
plc {now Scottish Mutual international Limited) and Scottish Prowmdent Intemational Life Assurance Limited

Tha acquisiion was effected by Resolution Life Limited, a Group comparny, for an intial consderation of £3 6 tilion,
pad in cash The consideration was funded by a combination of bonowings and the proceeds of a nghts 1ssue by
Resotuhon plc

Adjustments have been made to the consideration for estimated amounts due from Abbey to Resolubon Life Limited,
pnncipally compnsing £146 1 milkon relating to liabilties to certan defined benafit pension schemes retamned by Abbey

as part of the acquisition The adjusted cost of the acquisition amounts to £3,480 9 mdbon, including costs of £34 0
million

For financial raporting purposes the date of acquistion 1s 10 August 2006, the date on which all regulatory pre-approval
requirements in respect of the acquisihion were met and control passed to the Group The imbal accounting for the
acquisittion has been completed on a provsional basis as the adjustments refarmed to above are subjact to revision

On this basis, the Abbey Iife businesses were acquired at a discount to the farr value of thesr net assets which has given
nsa to an excess of the acquirer's Interest in the farr value of the net assets over cost of £257 2 milbon Thes amount has
been mcluded in other operating income mn the mcome statement

The acquiree’s net assets at the date of acquesition were as foliows

smounts adimstuets Fer values

£ em £m

Property, plant and equipment 107 - 107
Intangible assats — acquired in-force business - 8G90 ms5 1,645
— other 93 07 1000

Financal assets 2,495 3 - 204953
Insurance assets 1,251 - 1,251
Cash and cash equvalents 45222 - 4522
Cther assats 8135 - B35
Pension scheme deficit {1111} 1M1 -
Insurance contract iabiities (18,581.5) - {18,581 5)
Unallocated surplus a0 107 [pack)]
Provisions (B.4) (& a8
Financial habilhes (3,306.4) - (3,306.4)
Deterred tax (285 8} (104 7} {30 g
Bartk overdeafts and loans @an (154) (340 1)
(Other habslites ' {2,1150) (168.0 (2,232 .5)
Net identifiable assets and batuirties 30573 6808 3,81
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43. Acquisition {continued)

Ferr vatues
£m
Fair vatus of consideraton
Cansideration settied in cash 36000
Admstment retating $o pension scheme oblgations {148.1)
Other adjustments o
Acquistion costs incured 340
34809
Excess of the acquirer’s mterest in the faxr valus of the net assats of Abbey’s Iife businesses over cost 72
3.738.1

The pancipal far value adjustment relates to the valus of the acquired in-force business which totalled £1.694 5 milon
before policyholder tax of £rd and equiy holder tax of £377 8 millon In additon, far value adjustments have been
made for £166 O mithon, before tax relief, relating to the estimated debts due to former defined benefit pension
schemes, calculated in accordance with section 75 of the Pensions Act 1995, which crystallsed on the sale of the
Abbey life businesses to the Group, lo elminate the previous pension scheme daficis of £111 1 milion and to
recognise an intangible asset of £100 0 miflon attnbuted to the distnbution agreements ansing from the acquistion

The iosses incurred by Abbey's ife businesses for the penod from the date of acquisition to 31 December 2006
amounted to £2 1 millon after ncome taxes If the acquisiion had taken place with effect from 1 January 2008 the
estimated gross premiums wntten and profit after mcomea taxes of the enlarged Group for the year would have been
£2 2 bion and £407 millon respectively The profit after mcoma taxes of £407 milion excludes the profit on the
acquiston of Abbey's ife businessas and the pre-acquistion dvidend recenved from a subsidiary not acquired by the
Group It alse does not take into eccount the financial Impact of the fair value adjustments that would have been made
if the acquistion had taken place at the baginning of the financial year as this mformation 1s not readdy ascertamable

44, Transfers from with-profit funds

{a) Transfer of Alba Life Holdings Limrted

On 31 March 2006 the entire ordinary share capetal of Alba Life Hadings Limited and 21 million preference shares
ssued by s pnncipal subsidiary, Alba Life Limited {together, the Alba Life Holdings group) were transferred from the
with-profit funds of Brianmc Assurance pic to the equity holders' funds The terms of the transfer were subyect to
review by an mdepandent actuary In accordance with the terms of the transfer agreement the profits and losses of the -
Alba Life Holcings group accrue to equity holders from 1 January 2008 and have been mcluded within equity holders'
profits for the year

The transfer valua of the Alba Life Hokiings group amounted 1o £214 9 mition ncluding transaction costs of £1 8
millon Thes includes the Indial consideration of £164 8 mlion, further consideration of £28 2 mulbon pad following
completion of new calcudations to determine the EEV of the Alba Life Holdings group, and deferred conswderation of up
to £30 0 mulbon Defermed consideration of £10 0 mikon was paid on 31 December 2006 on the completion on that date
of the transfer under Part Vil of the Financial Services and Markets Act 2000 of the long term nsurance business of
Bntannic Assurance pic and Alba Life Umited to Phoenx Life Limited, a group company Addrsonal deferred
consderaton of up to £20 0 mifbon s payable on 31 March 2008 basad on the exterit to which certain exsting
provisions are not requred A provision of £10 mibon has been established as et 3t December 2006 represanting the
cumrent best estmate of the amount of deferred consideration that will become payabis

The transfer of the business of the Alba Life Holdings group gave nse to a gain to equity holders of £40 O millon This
amount has been mciuded in other operating mcome m the mcome statement The mpact of the transachon on the
Bntannic Assurance pl; with-profit funds has been recognsed in the change n insurance contract labdities for the year




kl

(b} Transter of Century Life pic non-profit business

On 31 December 2006 the non-prafit business within the with-profit fund of Century Life plc, a Group company, was
transferred from the with-profit fund of Century Lita pic to the equity holders’ funds of Phoenix Life Limited, a Group
company The transfer was undertaken as part of the 2006 funds merger (note 2(b)) and the terms of the transfer were

~ subyect to revew by an independent actuary

The transter value amounted to £62 5 milkon and gave nse to a gain 10 equity holders of £7 6 million after costs of £2 5
milion Thigs amount has been included it othar operating income n the income staternert The impact on the Century
Lite pic with-profit fund has been recogrised in the change in nsurance contract habihes for the year

45. Operating lease commitments

As at 31 December 2006, the Group had annual commitments under non-cancellable operating leases as set
out below

2008 2005

£m £m

Not {ater than one year 40 1
Later than one year and no later than fve years a9 11
Later than five years 7 -

The pnncipal operating isase commitments include

A lease relatng to Brtannic Court, Glasgow currently occuped by Resolution Asset Management (RAM) The laase
expires in December 2014, but there are break clauses at the end of both 2007 and 2012 At etther of these tmes RAM
can vacate the bulding without penalty There 1 no purchase option within the lsase The rent 1s based on current
market value and ts reviewed on a five yearly basis The cument rental figure was sat in November 2004

A lease relating to St Vincent Street, Glasgow cumently occupied by the life dmsion The lease expires in December
2020 There are no exit clauses m the lease It ts based on current market value and 15 revewed twice yearty in each
yoar of the term The current rertal figure was set in August 2006

46. Related party transactions
The Group has related parly relabonships with 1is pension schemes, the Resolution Foundation, Giibark International
plc (formerty Cicorp Trustees Company Limited), directors and other members of the Group Executrva Committee

Inforrnaton on transactions with the pension schemes s mctuded I note 32
{a) Transactions with key management personnel

Mayor Group decisions are made by the Board and the Group Executive Committee Trarnsactions with directors are
gven in the remuneration report and transactions with other Group Executve Committee members are as follows

2000 2005
£000 £000
Rermunerabon including salanes, bonuses and other benefits 1,962 1414

Resolution

LK1
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Pensian benefits
Accroed benefit st Accruad beneft at
21 Depember 31 December
2006 2005
£000 £000
Defined benefit scheme ' 18 z
Contributions Contributns
made o the year mage N he year
31 Decamber 31 December
2008 2006
€000 £000
Defined contribution scheme 139 14

Dwrectors and Group Executive Committee members are also ehgible to participate in the share option schemes
dascnbed n note 18 Details of the directors’ interests In shame options ae given In the Remuneration raport, the other
Group Executve Committes members have the followng share options

Sham save options at Executive share cobans mebm

1 Dexembes 31 Decerber 31 December 31 December 3t Decernber 31 Decermber

2005 2005 2008 2005 2008 2005

Interests n share ophons 2,620 26,794 41,813 200417 466,024 447949

Drractors and Group Executive Committes members hold long term insurance and/or iInvestment contracts with
subsichary compandes of the Group These pobcees are on the same or simdar termg that are avadable to other
employees of the Group The Board has congsidensd the financial effect of such nsurance policies and other
ransactons with Group comparses and has conciuded that they are not matenal to the Group or the indmduals
concemned and, f disclosed, would not influence decisions made by users of these financial staternents

(b} Transactions with the Resolution Foundation

The Resolution Foundaton was set up by the Chairman of Rasolution ple, Ciive Cowdery, as a separate entity It uses
some Resolution pic services and factibes, and shares office accommodation at the Group's head office m London
These services are charged on an arms length basis whch in 2006 amounted to £24,000 (2005 £4,000) The
Foundation was awarded chantable status in June 2006 Dunng the year the Group made a contnbution to the
Foundation of £400,000 (2005 £400,000)

{c) Transactions with Crlibank Intermational plc

The Group's investmant management subsichiary, Resolubon Fund Managers Limred, denves ids mcome as a manager
of Resoluton Unit Trusts The aggregate total transactions with Cribank International pic, the trustee for the umit trusts,
ware £4,179 millon (2005 £1,022 muhon) for unit creabions and £1,852 millon (2005 £723 mihon) for unit kgudations
The amount dus to Gitibank Intematonal pic at 31 Dacember 2006 was £21 0 muhon (2005 £3 1 mihon}

47. Events after the balance sheet date

On 28 February 2007 the Group's partly-owned listed property investment subsidiary, UK Commearcial Property Trust
umted (UKCPT), issued 350 mdhon new ordinary £1 shares of winch 97 milion ondinary shares wers 1ssued to external
sharsholders and 253 mifton shares were 1ssuad to Phoenix Uife Uimited, a Group comparny, nt exchange for the iransfer
to the company of mvestment propertias for an aggregate considerabon of approximatety £34 1 mdlion and a cash
payment of £81 muilon The Group's nterest n UKCPT remains at approxmately 70%




On 2 Apnl 2007 the Board approved a proposal to put before the annual general meeting of ordinary sharehoiders,
to be held on 8 June 2007, a resolution to declare a final dvidend per ordinary share of 13 28p for the year ended
31 December 2006 The cost of this dwdend, £91 0 mitkon, has not been recogrused as a llability in the financial
statements for 2006 and will be charged to the statarment of changes in equity n 2007

48. Risk management policies

The Group s exposed 1o a number of nsks In its business ncluding those ansing from underlying assets and babdites

and its capital posibon This section summansas these nsks and the nsk management approaches and methodologies
the Group apples

1. Risk management overview

{a} Risk governance framewaork

The pnmary objective of the Group's governance framework 1 to protect it from events that hinder the sustanabie
achsievement of the Group's performanca objectives, mcluding the faifure to explot opportunites The directors
recogrise the cntical importance of having efficient and effective nsk management systams in place

The Group has an sstabhished risk management function along with clear terms of reference for the Board, its
committees and the associated execuive management committees A clear orgarusation structure with documented,
defegated authontes and responsibiities from the Board to executve management committees and sentor managers 1S
in place A Group policy framework 1s also n place, whech sets out the nsk appetite of the Group, together with nsk
management, internal control and business conduct standards for the Group’s operating units Each palicy 1s the
responsibdity of a member of senior management who s changed with overseeing compliance with the policy
throughout the Group

The Board has approved the Group nsk management pohcies and meets reguiarty to approve any commercial,
regulatory and intemal organisatonal requirements ansing from the policies The policies define

* tha Group's identification of nsk and s interpretation,

» required structures to ensure the appropnate qualty and drversdication of assets in the context of the hahilties,
» akignment of the rensurance sirategy to the corporate goals,

» the Group's approach to ensunng that its customers are treated farty, and

* reporting requiremants

(b} Regulatory framework

A signaficant element of the Group's Ife Insurance husiness compnses policias whare the investment nsk 1s bome by
policyholders Risk attnbutable to policyholders is actively managed, keeping 1n view thewr investment obyectives and
constraints

The Group's busmess 15 subgect 1o reguiation by the Financial Services Authonty (FSA) The FSA has broad regulatory
powers dealing with all aspects of financial senaces ncluding, among other things, the authonty to grant and, in spectfic
crcumstances, to vary of cancel Permissions to carry out particuar actviies The FSA s responsible for ensunng that
Group companiss treat customers farrly, including the investigation of past marketing and sales practices

The FSA s also responsible for ensunng that the Group and its indmdual regulated companies maintain an appropnate
level of capital to anable them to meet kabrities ansing from reasonably foreseeable extreme events

The directors believe each of the regulated busmesses withn tha Group dedicates sufficient resources 1o (15 comphance
programme, responds to regulatory enquines m an appropnate way, and takes corectve action when waranted

Resolution
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: {c) Capital management framework
Lo The Group has developed a capital management framework using Indmdual Capetal Assessment (JCA} pnnoiples for
wentifyng the nsks to wiuch each of #s busmess units and the Group as a whote are exposed and quantifying ther
tnpact on capital The ICA process estimates the level of capital the Group should retain to ensure that there 1s only an
extrermnely small nsk that the Group will be unable to meet its habiibes The capital required 1s calculated based on
extrame but foreseeable nsk events over a 1-year tmeframe  Although the ICA 15 an Irtemal process, the FSA may use
{CA information 1n discussing the target capital levels it believes the Group and all of its Insurance busnesses should
have avatable

Intermal capital support arangements

The Group has in place capital support amangements with certan of its subsichary comparses Details of these
arrangements are gven in ncte 28

{d} Asset Iighilrly management (ALM) framework

The Group's ife dmsion has entered into contracts that transfer insurance or investment nsk or both from policyholders
to the Group Investment nsks undertaken by the Group are managed by selecttng appropnate asset matching
strategies These strategies seek to aliminate or reduce the nsks the Group 1s exposed to but some resdual exposures
may reman In some instances the Group may decide to dewate from close asset matching strateges but will ensure
that the nsks and rewards of taking such action are appropnate

The Group has substantal exposure to fixed mterest secunties, equity and property through ts constrituent Ife msurance
companies While the investment nsk 1s often bome by or shared with, policyhdders, fluctuations in the fixed income
and equity and property markets will directty or indirectly affect the Group’s financal resuits, the embedded value of the
life operations and the capital requireriients of the Ife business

Withm the assat management busmess, ncome 1S pnmardy derved from an ad valorem charge on the assets under
management 1 the value of assets s adversely affected by movements in markets or by performance within the funds
this may lsad to reduced operating profit withun the business of the Group

The Group manages these posibons within an asset labiity management (ALM) framework that has been developed to
achieve long term investment returns in excess of its obligations under insurance and nwestment coniracts The
prncipal techmgue of the Group’s ALM 15 to match assets to the liabibties ansing from msurance and investment
contracts by reference to the type of benefits payable to contract hoiders For each distinct category of habilibes, a
separate portfoho of assets 1s mantaned

2. Financial and insurance risk management

{a) Financial risk )
Transactions In financial nstruments may result in the Group assuming financial nsks  This includes cradit nsk, market

nsk and tquidty nsk Each of these s descrbed below, logether wath a summary of how the Group manages them
+ Credtt nsk

Credit nsk 15 the nsk of ioss resulting from the fatlure of a counterparty 1o perform s financial cbbgahons or to perform
‘ them n a timety fastwon These financial obligations can relate to both on and off balance sheet assats and habiities

The Group ts exposad to tha following mam types of credtt nsk

¢ Credit nsk resulhing from investment activities, including investments i fixed nterest, property, equites, dervatives,
collectve mvestment vehudes, hedge funds and the placing of cash deposits,

\;ﬁ,




+ Credit nsk which resutts indrectly from actmties undertaken in the normal course of business Such actties mclude
premium payments, outsourcing contracts, rensurance, exposure from matenal suppliers and the purchase of
dernvatves,

* Credit nsk resulting from mvestment actnvities associated with the Group's free resources, and
s Credit nsk resulting from contingent habites ansing as a result of new acquisitions
TheGrouprnanagesthelevelofcredni'lskst accepts through comprahenane dmsional credit nsk tolerances

Crodit nsk of the Group at 31 December 2006 for fixed interest secunties (excluding urit-inked furds) according
to credit ratings of the counterparties is set out below

As at 31 December 2006

Other Mot
ANA A A 888 ratnd rted Totad .
£m em m €m #m em fm '
Frxed Interest secunties 17,049 1,585 4,875 1,191 n 628 25125
As at 31 December 2005
Qher Nat
A A B3B8 rated 1ated Total
£m £m £m £m &m &m em
Fed tntarest securies 14,161 2,227 3384 552 95 285 20,704

{source of credit ratings - Standartt & PoorsMoodys )

Concentration of crecht nsks

Concentration of credit nsk might axist where the Group has significant exposure to an indmdual counterparty

or a group of counterpartes with simdar aconomic charactenstcs that would cause ther ability to mest contractual
oblgations to be similarly affected by changes in economic and other conciions  The Group has moest of its
counterparty nsk within its ife and persion business and this s montared by the counterparty imits contained wathin
the company's rmvestment guidelines and investment management agreemants, overiard by reguiatory requirements

The long term business the Group wntes 18 not generally exposed to significant concentrations of credit sk due to the
restnctions mpesed by reguiatory requirements and imits set for invvestments m indmmdual assets and asset classas

The Group 15 also exposed to concentrabion nsk with indmidual remnsurers and senvice outsourcers This is due to the
nature of the seruce market and the restncted nature of nsurers that have acceptable credit ratings The Group
operates a pohcy to manage reinsurance and senvice outsourcer counterparty exposures and the impact from defautt s
roviewed regularly by executve committees and measured though the ICA stress and scanano testng

u Laquidhty nsk

Liquncity nsk s defined as the faihure of the Group to maintam adequate levels of financia! resources to enable it to meet
its obbgations as they fall due The Group has exposure to bquidity nsk as a result of serwcing its external debt and
equity investors, and the requirements of s dmsions The Group's dvstons have exposure to iquadity nsk as a result
of normat business actviies, specifically the nsk ansing from an inatxlity to meet short-term cash-flow requirements

The Board has dafined a number of govermance obyectives and prnciples and the bquidity nsk frameworks of each
dmsion are desgned to ensure that

+ Lquidity nsk 1s managed in a manner consistent with the subsiciary Board's strategic objectives, nsk appetie and
principles and prachees of financial managemaent (PPFM],

¢ The quality of profits are appropnately managed and the reputation of the Group s safeguarded, and
¢ Appwopnate information on iquidity nsk s avalable to those making decisions n I l »
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The Group's policy 1S to maintain sufficient lqud assets at all tmes and, whera appropnate, to have access to
borrowings $0 as to be able to meet all foreseeable current labiities as they fall due n a cost-effectve manner

4 Market nsk

Market nsk is the nsk of change In far value of financal Instruments from fluctuabon m foreign exchange rates (cumency
nsk), market interest rates (interest rate nsk) and market pnces (pnce nsk), whether such change in pnee 15 caused by
factors spectfic to the indmdual iInstrument or its 18suer or factors affecting all mstruments traded in the market

The Group has exposure to market nsk as a result of
* The mismatch between habiity profiles and the related asset investment portfohos,

* The investment of ‘frea resources’ including sharshalder msearves yet to be distnbuted, free resources within the with-
profits funds and assets held to meet regulatory capital and solvency requiremnents,

= The asset management and investment actvibes undertaken by the asset management business under the
authonsation of Investment Management Agreements (IMAs) it has receved, and

« The investment actvties undertaken m respect of the asset management business’ own products, such as s
uniised funds, which are defined in the retevant fund particulars

The Group structurss levels of market nsk it accepts through a Group market nsk policy that delermines the
constituents of market nsk for the Group, the basis used to farr value financial assets and lhabifities, the asset allocation
and portfolio kmit structure, diversdication from benchmarks by type of instrument and geographcal area, the net
axposure lmits by each counterparty or group of counterpartes, geographical and industry segments, corntrol over
hedging actvties, reporting of market nsk exposures and actmbes, montonng of compiance with market nsk policy,
and review of market nsk policy for pertinence to the changing ermonment Al operations comply with regulatory
requirements relating to the taking of market nsk

Cumrency nsk

The Group’s pnnaipal transactions are camed out n pounds stering and therefore its exposure to foreign exchange nsk
i1s hrmited

The Group's financial asssts are pnmanly denominated in the same cumencies as its insurance and mvestment liabilties
Thus the man foreign exchange nsk anses from recognised assets and liabilihes denommnated mn cumrencies other than
those in which insurance and investment babimes are expected to be settled and, indrectly, from the sarmungs of UK
companes ansing abroad

Wittun the life operations with-profits funds have an exposure to overseas assets which 1s not driven by hiabitity
considerations The purpose of this exposure s 1o reduce overall nsk whilst maamsing retums by diversification

The Group's foresgn operations (taken to be those denominated m non-sterimg) generally invest in assets m the same
cumency denommnahcon as therr babdites, so foreign cumency mesmatch nsk between assets and kabibbes s largaly
mitgated Consequently, the forexgn currency nsk from the foreign operabons mainly anses when the assets and
babirtes denominated in a foreign curmency are transiated into stertng

Interest rate nsk

Interest rate nsk i3 the nsk that the value / future cash flows of a financial instrument will fluctuate because of changes In
Interest rates

The Group's approach 10 interest rate nsk s to manage it by mantaning an appropnate mix of fixed and vanabla rate
instruments including denvatves  The policy also requmes 1t to manage the matunty profile of these assets consistent
wath tha habdibes to policyholders
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The following table summanses the expectad pre-tax ncome from the assats assuming assets are held to redempbon
and deductions in respect of poicyholder and other net llabdiies of the non-profit funds of the [ife dmsions as at
31 December 2006 {excluding contractual kabilibes met from the urit-inked funds)

Semmary by penod 31 Deceer 2008 0-5 ype2re 5-10 years 10-15 years 15-20 years 20-25 yemn 25-40 yeara

) em m £m £m 2] £m
Assels 2,265 2.227 1,821 1341 1,305 2,785
Liabdites {1.233) {1,191) {1.174) {1,076} oy (1,539
Assets less labiltes 1,032 1,036 647 %5 390 1,246
Sumnary by penod 31 December 2005 05 years 5-10 year 10-15 years 15-20 years A2 years 25-40 years
£m £m £m £m £m Em

Assets 1,194 1,025 908 838 840 1,683
Liabiies {966) 897 {866) 754 623 (1,105
Assets less labiites 228 128 42 84 7 578

The above tabutar disclosure relates only to non-profit and non-iinked funds With-profit business and non-profit
business withmn with-profit funds are exposed to mterest rate nsk as guaranteed babdities are valued relatve 10 market.
Interest rates and rvestments include fixed interest stocks and dervatives The profit or loss ansing from mismatches
betwoen such assets and babdites s largely or completely offset by increased or reduced discretionary policyhalder
benefits

Pnce nsk

The Group's pnce nsk exposure relates to financial assets and labiliies whose values will fluctuate as a result of
changes n market pnces other than from interast rate and currency fiuctuations This is due to factors specific to
ndwdual iInstruments, ther issuers or factors affecting all instruments traded in the market Accordngly, the Group bmits
the axposure to any one counterparty n its INvestment portfolos as well as the relevant foresgn markels (refer to credt
and cumency exposure disclosures for concentrabon nsks impacting pnce nsks)

The portfolio of mearketable equity secunties, and property investments, wiech is camed on the balance sheet at far
value, has exposura to pnce nsk The Group's objective i holding these assats 18 to earn higher long term retums by
investng 0 a dverse partfolio of hegh qualty equities and properties  Portfolio charactenstics are analysed reguiarty and
pnce nsks are actively managed tn a number of dmensions The Group's holdings are diversified across industngs, and
concentratons 1N any one company or industry are mited

Equity and property price nsk 1s pnmanly undertaken in respect of assets held n with-profit or unst-inked funds For
urtt-inked funds this nsk 15 borme by policyholders and asset movemnents directly rmmpact unt pnces and hence pobicy
values For with-profit funds policyholders' future bonuses will be impacted by the nvestment retums achweved and
hence the pnoe nsk The impact on equity holders' of with-profit fund bonuses is covered under the Insurance Risk
section [n additon some equity investments are hald 1 respect of equity holders’ funds

At 31 December 2008, traded equity secunties of £10,425 mibon (2005 £9,101 milbon) and £2,705 milion
{2005 £2,355 mibon) of property assets werp held

There 18 also an exposure to spread changes aflectng the pnces of corporate bonds and denvatives, this exposure
appbes to with-profit funds, unit-inked funds, non-profit funds (wher nsks and rewands fall wholly to equaty holders)
and to equity holders' funds

Hedges for pobicy guarantees (OTC opbons)

Dunng the financial year, the Group held the foBowing structured denvatives {the *OFAL Hedge™} within the with-profit
funds to hedge vanous guarantees attaching to certan with-profit polices

Resolution




Notes to the consolidated
financial statements
(continued)

48. Risk management policies (continued)

These denvatives coniracts take the form of a number of options, designed to provide more certainty to match the
matenal elements of the economic expasure of the with-profit funds to costs of guarantees within specriied with-profit
policias attnbutabde to equity retumns, nterest rate movements and foresgn exchange rate movements The tenms of the
options have been determmed o match as closely as possible central expectations regarding asset management,
management actions and customer choces

Thase ophons were purchased n 2004 and rebalanced in 20056 The Group acquired these opbons through the
acoustion of Abbey's fe businesses The premium payable at the last rebalance date for the purchase of these ophons
was £913 1 mikon

As at 31 Decernber 2006, the aggregate nominal amount and value of the options were £5 4 tidon and £577 9 milbon, '
respectvely The unreabsed loss on the options hetd at 31 December 2006 1s £335 2 midlion

As sacunty tor the matunty proceeds of these denvatives, the Group has recerved cash collateral loans amounting to
£713 8 milbon As there 1s a lagal nght of set off for the dervative assets and related collateral loans, and it 1s intended
that setttement will be made on a net basis, the denvatves and collateral loans are presented as net denvative assets or
net collateral loans as appropnate on the balance sheet

{b} insurance nsk

Long term msurance nsk
Insurance nsk refers to the ngk that the frequency or severty of msured events may be worse than expected and
includes expense nsk The Group's Life dvision contracts include the following sources of nsuranca nsk

« Mortalty ~ Higher than expected number of death claims on assurance products and occuence of one or more
large dams,

» Longewty - Faster than expected improvements in life expectancy on immediate and deferred annuity products,

* Mortudity — Higher than expected number of senous iinass claims or more sickness clams which last longer on
Income protechion policies,

* Expenses - Polictes cost more to admmister than expected,

= | apses - The numbers of pohcias terminating early 15 different to that expected in a way which Incréases expected
claims costs or expenses or reduces future profits, and

= Options - Unanticipated changes in polcyholder ophon exencise rates gving nse to increased claims costs
Risk management objectives and polictes for mitigating insurance nsk
The Group manages insuranca nsk with undsrwiiting and pncing lmits and by the monitonng of emerging 1ssues

The Group uses several methods 1o asséss and monitor nsurance nsk exposures both for Indmdual types of nsks
mnsured and overall nsks These methods inciude mtemal nsk measurement models, extermal data compansons,
sensitvity analyses, scenano analyses and stress testing

The profitabitty of the run-off of the closed long term insurance businesses within the Group depends to a sigruficant
extent on the values of caims paxd in the Ruture retative to the asssets accumulated to the date of clam Typically, over
the hfetime of a contract, premiums and investment retums exceed clam costs i the early years and it is necessary to {
sat aside these amounts to meet future obtigations The amount of such future cbligations s assessed on actuanat '
prnciples by reference to assumptions about the developrment of financial and INSurance nsks

New business wntten in the open long term insurance busmesses within the Group s predominantly potection but also
encompasses soma unit inked investment busness The success of new protection busmess dapends on setting the
premums to be pad by the policyholder at a level 1o meet future benefits payable and expenses incurred whde




generating a profit in retum for nsk bome and capital provided by the shareholder For unit inked investment busmess
the charges taken must be sufficient to meet expenses and profit The premiums and charges are assessed on actuanal
pnnciples by reference o assumptions about the development of financial and insurance nsks

It = therefore necessary for the boards of directars of the kfe dvsions to make decsions, based on actuanal adwvice,
whuch ensure an appropnate accumulation of assats relative to iabilibes These decisions mnclude mvestment policy,
bonus policy and, where discretion exists, the level of payments on earty termination While the boards of directors of
the compantes which hold the Ife business saek to ensurs that such decisons are consistent with thesr regutatory
obhgabons to treat customers farly, there s a nsk that policyholders, regulators or consumer groups may argue that
policyholders' interests or reasonable expectations have been adversely affected by such decsions

Assumptons

The Group monttors the actual clams, persistency and expense expenence aganst the assumptions used and refines
the assumptions for the future assessment of labdihes Expenence may vary from estimates, the more so the further
nto the future it s projected The Iite nsurance companies evaluate ther hakihes at least annually

Changes in assumptions may also laad to changes in the leve! of capital required To the extent that actual expenence
15 less favourable than the undertying assumptions, or It 15 necessary 10 Increase provisions due to more oNerous
assumptions, the amount of addibonal cepial required {and therafore the amount of capital which can be released from
the businesses) and the ability of the Group to manage its businesses 1n an efficient manner may be matenally adversely
affecled

New business premiums are set using assumptions regarding future expenance which are generated with reference
to the Group's own expenence as well as that of the industry as a whole Wnting new busmess can often be capial
intensive and volumes are monitored i conjunction with capital avalabls including that released from existing business

Underanting and claims management strategy

Ciosed long term insumance busnesses within the Group accept new business where they are contractually obliged to
do so and consequently underwiting has been considered in the iniial contract development and subsequent
monronng

Open ong tem insurance businesses within the Group actively selt new business, the majonty of which is protecton
products with features set out in the product section below Underwniing of Iives accepted 1akes place in fne with set
cntena and a large proportion of the insurance nsk 1s mitgated through the use of reinsurance

The Group mantans clear policies and procedures in relation to the management and payment of claims including the
presentation of sutable reports and certificates to support claims, appropnate paymant authonsation imis and regular
monitonng of the level of claims recerved and paxd across major product groups

Retnsurance and other nsk reduction strategies

Remsurance s a mechansm by which the Group transfers away axcess nsk, especialy the nsk of very large single
death or sickness claims The Group's strategy s to maintam in fores all matenal rensurance contracts New contracts
are considered where the nsk reduction I1s Justified by the terms

Guarantees and ophons

Most Irfe iInsurance poticies contain an glemant of guarantee and many contain options  These guarantees vary
conaderably in both quantum and tkethood of being appbed The guarantees and optons for matenal product knes are
set out under the different product sechons below
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financial statements
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48. Risk management policies (contnued)

{c} Managing product nsk

The followang sections give an assessment of the nsks assocated with the Group’s man Iife insurance products and the
ways in which it manages those nsks

) Protection products
Product featires
These contracts are typcally secured by the payment of a regular premum payable for 8 penod of years provding

benefits payable on certan events occumng wathin the penod The benefits may be a single lump sum or a senes of
payments and may be payable on death, senous finess or sickness

Profits and/or losses mamily anse from clams expenence diffenng from that expected

The table below indicates the split of protection habidities at 31 December 2006 between those wntten in with-profit
funds and those directly influencing sharshokders in non-profit funds and also indicates the habilites and comesponding
rensurance assets

1 December 2008 Reztsarance
Lezbuisty pren

Bm &

With-profit funds 2412 05
Non-profit funds 12607 3971
31 December 2005 Rensurance
Liabity et

_ £ m

With-profit funds 2850 1133
Non-profit funds 1,6537 ara 9

Management of product nsks

The mam nsk associated with this product s the clams expenence and this nsk 1s managed through the iitial prcing of
the pobcy, the use of rensurance and a clear process for admittmg claims

(4} Immediate annuities

Product features

Thus type of annuity 1s purchased with a singte premium at the cutset, and 1s paxd to the policyholder for the remainder
of therr lifetrme  They may also continue for the benefit of 2 survmng spouse or partnar after the annutant’s death

Annuties may be level, or escalate at & ficed rate, or may escalate in kne with a pnee ndex and may be payatie for
a minmum periad irespectve of whether the policyholder remains alive

Profits and/or losses anse mainly when longemty and investment axpenence vary from that expectsed

New annunty contracts are underwntten but only in comyunction with deferred annurty polcies which reach the pout
of rebtrement




The table below indicates the spit of mmediate annuity labdites at 31 December 2006 between those wnttenin
with-profit funds and those directly Influencing shareholders in non-profit funds and also Indicates the habities and
comesponding rensurance assets

31 December 2006 Lttty Rewnsoranos atset

fm £m
With-profit funds 21123 T8
Non-profit funds 4,564.2 1,431.8
3 December 2005 Liatdty  Pemsurante assot

£m fan]
With-profit funds 32788 2216
Non-profit funds 29635 7391

Management of product nsks

The main nsks associated with this product are longewity and irvestment nsks  Longewty nsk anses as the annurbes are
pad for the ifetime of the policyholder, and 1s managed through the Inthat pricing of the annuty and through reINSUrance
{appropnatsty collateralised) or transfer of exasting labilites  Annuibes may also be a partal ‘natural bedge’ against
lossas incurmed n protection business In the event of increased mortality (and wee versa)

The pncing assumption for mortality nsk is based on both histone ntemal mfomaton and externally generated
mformation on mortality expenance, mchxding allowances for future mortalty improvements Pneng will aiso mchde a
contingency margn for adverse dewiations n assumptions

Investrment nsk depends on the extent to which the annurty paymants under the contracts have besn matched by
sutable assets which 15 managed by the Asset/Liability Management Commuttee Asset/iabity modeiting 1s used to
monitor this position on & regular basis Detaits of default nsk have been coverad under the credit nsk section

() Deforred annurbas

Deferred annuity pobicies ang wniten to provide enther a cash benefit at retrement, whuch the policyholder can use to buy
an annuity on the terms then applicable, or an annuty payable from retirement The polictes would contain an element
of guarantee expressed In the form that the contract s wntten in 1 e cash or annuity Deferred annuity policies wntten
to provide a cash benefit may also contain an ophion to convert the cash benefit to an annuaty benefit on guaranteed
terms, these are known as Guaranteed Annuity Rate (GAR) policies Defermed annurty policies witten to provide an
annurty benafit may also contain an option to convert the annuity benefit nto cash benefits on guaranteed terms, these
arg known as Guaranteed Cash Option (GCO) pohoes
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48. Risk management policies (continued)

The table below mndicates the spiit of kabdiies into these policy types and whether the policies sit i with-profit or non-
profit funds

31 December 2006 Policies wilh cash benefits Poficsen with annusty benefity
Non-GAR GAR Mon-600 6CO
$m &n o &m
With-profit funds
Basic policy hatxlity 31,3485 9914 155740 1,558.1
Opbon provisons - 1,438.1 - 1024
Non-profit funds
Basic pohicy hability 3128 %56 2037 1086
Option provisions 8.2 53 - -
31 December 2005 Pullcies wih cash benefits Pullcles with anrenty benefls
Non GAR GAR Non GO0 &0
£m £m Em £m
With-profit hnds
Basic pobcy habrlity 32391 35060 800 0 14811
Cphon provisions - 1,2319 - 20
Non-profit funds
Basit pohcy liability 35586 @9 »5 658
Cpbon provisions 122 16 - -

In relation to defermed annuities there are no matenal remnsurance assets other than £381 9 mulion (£382 9 mulkon) for the
ex Alba Life fund withun Phoenix Life Lirmted

Managsment of product ngks

Dunng the last decade, nterest rates and inflabon have fallen and Ife expectancy has ncreased more rapudly than
onginally anteipated Deferred annuity policies which are wntten to prowide annurty benefits ane managed i a similar
manner to mmediate annutes and are exposad to the same nsks

The guaranteed tenms on GAR pobcies are more favourabie than the anmuty rates currently avalable i the market
availabla for cash benefits The guaranteed terms on GCO pohaes are not curently vajuable

The ophion provisons on GAR pobees are particutary sensitive to downward moverments in interest rates, increasing tfe
expectancy and the proportion of customers exertising therr opbion Adverse moverments m these tactors coudd lead to
a requirement to morease reserves which could adversely impact profit and potentally requere addrbonal caprial In order
to address the miterest rate nsk {but not the nsk of increasing e expectancy or changing customer bahaviour with
regard to exarcise of the option), nsuranca subsidianes within the Group have purchased denvatives that prowde
protection against an increase in habdiies and have thus reduced the sensitmty of profit to movements in interast rates

The Group secks to manage this nak in accordance with both the terms of the issued policies and the interests of
customers, and has obtaned extemal adwice supporting the manner in which it operates the long term funds in ths
raspect
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{v} insurance contracts with discretionary participation feafures
Product features

The Group operate a number of with-profit funds in the UK, in which the with-profit policyholders benafit from a
chscrahonary annual bonus {guaranteed once added in most casas) and a discretionary final bonus Non-profit busmess
18 also wniten n some of the with-profit funds and some of the fumds may include immediate annurties and deferred
annuities with Guaranteed Annury Rates (GARs) The investment strategy of each fund differs, but s broadly to iInvest in
a mxture of fixad interast and shares and/or property n such proportons as 1s appropnate to the investment nsk
expesure of the fund and ds capital resources

Management of product nsks

The Group has sigruficant discreton reganding investment pobicy, bonus palicy and eary termuination vaiues The process
for exercising discretion in the management of the wath-profit funds s set out In pnnciples and prachces of financal
management (“PPFM") for sach with-profit fund and 18 overseen by with-profit committees  Achwice 15 also taken from the
with-profit actuary of each company which has a with-profit fund Compliance wath the PPFM 1s revewed annually and
reported to the FSA and polcyhoiders

The borwses are designed to distnbute to policyholders a farr share of the return on the assets In the with-profit funds
logether with other elements of the expenence of the fund The shareholders of the Group are entitied to receive one-
mnth of the cost of bonuses declared for some funds and nit for others
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49. Group entities

The pnncipal subsidiary underialangs of the Group whosae results of finanaal posiion affected the amounts shown n the
consohdated finanoal statements are isted below All of these are incorporated 1n the UK except where otherwise
stated All subsidiary undertalongs have been included m the consobdated financial statements

Subgahpry % of equety % of pon-aquity
Princgral actmly  andvotssheld  shaves held
Alba Life Linmted Life assurance 100 na
Britanric Assurance pic Life assurance 100 na
Brtanmic France Limited Finance, leasing and other related msurance services 100 wa
Britanmc Retrement Soiutions Limited Life assurance 100 100
Britanmue. Unit Linked Assurance Limited Ufe assurance 100 na
Century bife pkc Life assurance 100 wa
Phoenix & London Assuwrance Limited Ufe assurance 100 na
Phoenix Life Assurance Limited Life assumance 100 na
Phoenix Life Limited Life assurance 100 n/a
Phwenix Life & Pensions Linnied Life assurance 100 - nfa
Resofution Asset Management Limited” Halding company 100 wva
Resotution Fund Managers Limited Untt trust management 100 na
Resolubon investment Services Limited Asset management 100 wa
Resotution Life Limuted Holdmg company 100 na
Resohuton Life Group Limited™ Holding company 100 va
Resohution Management Serwices Limited™ Management services 100 na
RMS (Glasgow) Limited Management sernces 100 na
RMS (reland) Holdings (incorporated in the Repubiic of Ireland) Hosding company 100 na
Scottsh Mutual Assurance Limited Life assurance 100 na
Scottrsh Mutual Interrational Limited
{incorporatad in the Republic of Ireland) Life assurance 100 wWa
Scottish Prowdent intemational Life Assurance Limited
{incorporated in the isle of Man) Life assurance 100 wa
Scottish Prowdent Limrted Life assurance 100 na
UK Commercial Property Trust Limited {incorporated in Guemsey) Property mvestment Al na

" Drrectty held by Resclution plc
* The preference shares camy no voting nghts




Five year review

profits attnbutable to equity holders

i : Presenied under UK GAAP

! 2002 2003 2004
: tm £m fm
i 10588 9186 5263
98 154 136

o 126 214

B850 399 388

23 08 09

: a9 687 747
99 91 100

62 (13 -

80 a2 <}

69 723 809

652 723 809

- 83 “o

(50 0 “3 (50 0y

an - -

G50 - -

— 251) -

@26 M6 %8

214 1) B7 569

04 05 05

(306 3) 638 843

69 84} 83

@132 604 760

522 (13 1) 019

2610 473 i

Gross premiums

Profit before non-recanving dems
With-profit

Non-prafit and unit-linked

Longer term return on equity holders’ funds
Other iIncome and charges

Moty interest in results of UK Commercial Property
Trust Limited

Life

Asset management
Management semces
Mortgage operatons
Group income less charges

Amorhsation of acquiwed in-force business
Amortisation of asset management intemalisation costs
Amortisation of fair value of distibution agreements

Non-recurmng rtems
Life ~ profit on acguistons
Uife — gains on transfers from with-profit funds

Life — profit ansing from changes 1 assumptions used for
datermining (nsurance contracts liatuiiies

Life = imparment of acquired in-force business and deferred
acquisiion costs

Life — restructunng expenses

Assat management - goodwill impairment
Asset management - restructunng expenses
Management sernces - goodwll Lnparment
Retease of defemed income liabiity

Post 2005 merger reorgamsaton costs
Former Abbey life businesses intagration costs
Funds merger benefits/{costs) {(net

Mortgage operations

Loss on disposal of mortgage operations

Short term nvestment fuctuabons

Change m equalisabon provision

Opergting profit attnbutadle to equity holders
Fnancing costs

Profit before taxes atiributable to equity hotders
Equity holders' share of mcome tax

Profit for the year attributable to equity holders

2004 2005 2006
£m &m em
263 4448 1,633
108 25 3
M5 107 0 247
380 444 s
14 3 04
- - 20
747 1770 a0
100 ns 22
- 36 150
08 (120 6.3
B4 1 1804 5325
- (83 (Z9.5)
- - 68
- - 76
841 1521 284
- 887 %72
- - 478
- - 5348
- - @y
“o - -
80 - -
- mm -
- 2% 0 -
- rau} (18.9)
- - (e 1)
- 171 @1
721 %19 585.6
147 29 38
05 - -
873 2848 594
E3 {n (31.5
0 273 %76
42 (U3 Ry
832 16138 531.3
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Five year review
profits attnbutable to equity holders

(continued)
Presented under UK GAAP Fresented unces IFRS
2002 2003 2004 2004 2005 208
om £m om £m on Em
Attnbutatie to.
Equrty holders of the parent
fr. 30 ) 473 444 Ordinary shareholders 8az 1549 4842
- - - Perpetual reset capital secuntes - 41 29
%10 473 441 832 1530 571
- - - Minonity eerests - 28 42
(261 0 473 441 82 1618 513
{116 2p 211p 196p Basgic eamungs per share (pence) a7 6p 56 Bp o7 &
{116 9p 20% 193 Diluted earnings per share {penco) 36 6p 56 3p 97 3p

The baskc and diuted earmings per share for 2005 and pnor years have been restated to reflect the bonus element effect
of the nghts 1ssue which complated on 9 August 2006 The bonus element s calculated by reference to the closing
share pnce immediately prior to the date that the ordinary shares became ex~nghts of 654 5p per ordinary share and the
additonal 322 4 milion new ordmary shares 1ssued at 480 Op per ordnary share

The financial nformation presented under IFRS 15 not directly comparable wath that presented under UK GAAP due to
the apphcation of different measurerment bases In addition, the financial information presented under IFRS for 2005 15
not fully comparable with that presented under IFRS for 2004 as |AS32 Financial iInstruments  Drisclosure and
Prasentabon, |AS 39 Fnancal Instruments  Recognition and Measurement, IFRS 4 Insurance Contracts and FRS 27 Life
Assurance were adopted from 1 January 2005 without restating the comparatve amounts for 2004




Statement of directors’
responsibilities

in respect of the parent company financial statements

The directors are

responsible for prepanng

the Annual Report and the
_parent company financial

statements in accordance

with applcable law

and regulations

Company law requires the directors
to prepare financial statements for
each financal year Undar that law
the drectors have electad to prepare
the financsal statements i
accordance with United Kingdom
Generally Accepted Accounting
Practice (Urited Kingdom
Accounting Standards and
apphcable law] The financial
statements are required by law to
gve a true and fair iew of the state
of affarrs of the Company and of the
profit or loss of tha Company for
that pencd in prepanng these
financral statements, the directors
are required 10

¢ select sutable accounting poiicias
and then apply them consistently,

s make judgments and estimates
that are raasonabile and prudent,

s state whether apphcabie UK
accountng standards have
been followed, subject to any
matenal depeartures disclosed
and explamed n the financial
statements, and

* prepare the financial statements
on the going concermn basis
undess d Is iNappropnate to
presume that the Company wal
continus In business

The drectors are responsible for
keeping propér accounting records
that disclose with reasonable
accuracy at any time the financial
posthon of the Company and enable
them to ensure that the financial
statements comply with the
Comparees Act 1985 They are also
responsible for safeguarding the
assats of the Company and hence
for taking reasonable steps for the
prevention and detechon of fraud
and other imegutantes

The directors are responsible for the
mamtenance and integnty of the
corporate and fnancial information
inciuded on the company’s website
Legislation in the Urited Kingdom
governing the preparaton and
dissemination of financal statements
may differ from legislabon i other
junsdichons

Resolution
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Independent auditors’ report
to the members of Resolution plc

We have audiied the parent
company financial statements of
Resolution ple for the year ended

31 Decamber 2006 whuch compnse
the accounting pohcies, the batance
sheet and the related notes 1 to 16
These parent company financial
statements have been prepared
under the accounting policies set
out therain We have also audted
the informabon in the Remuneration
report that 13 descnbed as having
been audited

We hava reportod separately on

the consolidated financial statements
of Resolution pic for the year ended
31 December 2006

Thes report s made solely to the
Company's members, as a body, in
accordance with Secton 235 of the
Comparnies Act 1985 Our audit
work has been undertaken so that
wa might state to the Company's
members those matters we are
required to state to them n an
auditors' report and for no other
purpose To the fullest extent
penmutted by law, we do not accept
or assume rasponsibility to anyone
other than the Company and the
Company's members as a body, for
our audit work, for this report, or for
the opinions we have formed

Respective
responsibilities of
directors and auditors
Thea directors are responsible for
prepanng the Annuat Report, the
Remuneration report and the parent
company financsal staterments in
accordance with applcable United
Kingdaom law and Accounting
Standards (United Kingdom
Generally Accepted Accountng
Practice) as set out In the statement
of directors’ responsibilibes

Our responsibiity 1s to audit the
parent company financial statements
and the par of the Remuneration
report to be audited in accordance
with relevant legal and regulatory
recuirements and International
Standards on Auditing (UK and
Iredand)

Wa repon to you our opinon as

to whathar the parent company
financial staterments give a true and
far wew and whether tha parent
company financial statements and
the pan of the Remunerabon report
to be audited have been property
prepared in accondance with the
Comparses Act 1585 We also
report 10 you whethar in our oprion

the mformation gven in the

Directors' report 1s consistent with
the parent company financtal

slalements The mformation gven in
the Direclors' report includes that
specific nformation presented in the
Financial remew that 18 cross refermed
from the Business review section of
the Directors’ report

In addibon we report to you ff, in
our opiruon, the Company has not
kept proper accountng reconrds,

f wg hava not recenved all the
information and explanations we
require for our audit, or if information
specrfied by law regarding directors’
remunerahon and other transactions
1s not disdosed '

We read other information contained
n the Annual Report and consider
whether 1t 1s consistert with the
audited parent company financsal
statements The other mformation
compnsss ondy the Charrnan's
Statemert, the Group Cheef
Executive’s operational review, the
Finarcial review, the Drectors'
report, the Corporate Govemnance
statement, the Corporate
Responsibility statement and the
unawudited part of the Remuneration
report We consider the implications -
for our report f we become aware of
any apparent rmisstatements or
matenal nconsstencies with the
parnt company financial

statements Our responsibihes do
not extend to any other information




; Basis of audit opinion

We conducted our audt m

: 1 accordance with Intemational

| Standards on Auditing (UK and

: trefand) issued by the Auditing
Practices Board An audit includes
examinaton, on a test basis, of
evidence refevant to the amounts
and disclosures in the parent
company financial stataments and
the part of the Remuneraton report
to be audited It also includes an
assessment of the signrficant
estmates and judgements mads
by the directors In the preparation
of the parent company financial
staternants, and of whether the
accounting policses are appropnale
to the Company's crrcumstances,
consstently applied and adequatety
cisclosed

We planned and performed our audit
s0 as (o obtamn afl the informaton
and explanations which we
considerad necessary in order to
provide us with sufficient evdence
to give reasonabie assurance that
the parent company financzal
statements and the part of the
Remuneration report to

be audited are free from matenal
rmsstatement, whether caused by
fraud or other rmegulanty or ermor

In formung our oprion we also
evahiatod the overall adequacy of
the presentation of mformation In the

parent company financal statements
and the part of the Remunaration
report to be audited

Opinion
In our opiINIoN

= the parent company financial
statements gve a true and far
wew, n accordance with United
Kingdom Generally Accepted
Accounting Practice, of the state
of tha Company's affars as at
31 December 2008,

= the parent company financal
staternants and the part of the
Remuneraton report to be audited
have been properly prepared in
accordance with the Companes
Act 1985, and

* the information given i the
Directors’ report 18 consstent
with the parent company financial
statements

Sy s:-%v%r“'@

Emst & Young LLP
Registerad audrtor
London

16 Apnl 2007
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Accounting policies

a) Basis of preparation
The parent company financial
statements are prepared in
accordance with Schedule 4 to

the Companies Act 1985 and
appicable UK accounting standards
The financl statements are also
prepared in accordance with

the histoncal cost convention

b) Net investment
income

Net nvestment Income compnses
interest and dmdends recervable

Interest income 18 recognised in the
profit and loss account as it accrues
Dmdend ncome 18 recognised in the
profit and kass account on the date
the nght to recerve payment 1s
estabhshed

c) Employee benefits

Defined contnbution schemes
Cbbgations for contnbutions to
defined contnbution penston
schemes are recognised as an
expense n the profit and loss
account as incurrad

Defined benefit plans

The nat surplus in respect of the
dafined benefit pensicn scheme 1s
calculated by estimating the amount
of future benefit that employees have
earnad in retum for ther service N
the current and pnor years, that
benefit 1s discounted to determine

its present vaue and the far value

of any scheme assets 18 deducted

The discount rata ts the yweld at

the balance sheel date on AA
credhit rated bonds that have matumnty
dates approamating to the terms

of the Cornpany's obligations

The calculation s performed by

a qualfied actuary using the
projected unit credn meathod

The net surplus and the movement
n the surplus are curmently allocated
in the ratio 36 64 between the
Company and ts subsidiary,
Resoiution Management Services
Lirmited, the jont sponsomng
empioyers of the pension scheme
The surplus 1s shown net of the
associated deferred tax fiability

Share-based payment
transactions

The Company ssues ordinary
shares under an all-empioyee save
as you eam (SAYE) scheme and
drscretionary, performance-related
Executive Share Options (ESOS),
share rmatching plan (SMP) and long
term mcenttve plan (LTIP) schemes
FRS 20 Sharg-based payment, has
not been appbed to those grants of
ordinary shares, share opbons or
other equity mstruments that were
granted before 7 Novernber 2002
The far value of options granted 1s
recogresed as an expense with a
comresponding increase n equity

The total amount to be expensex
rateably over the vesting penod 15
determined by reference to the far
value of the optons determined at




grant date, excluding the impact of
any condiions not inked to the pace
of the ordinary shares {(non-market

~ vesting conditons) Non-market
vesting condiions are tncluded in
assumptions about the number
of ophons that are expected 10
become exercisable or the fumber
of shames that the employee wll
uttmately receve

The far value of the SAYE, ESOP
and SMP options granted amne
maasured using a binomial mode!
and the farr value of the LTIP options
granted 1s measured using Monte
Caro simulations, taking into
account the terms and conditions
upon which the options were
granted The amount recognised as
an expenss 18 revised at the balance
sheet date to refiect the actual
number of share options that vest
except to reflect changes due to
performance conditions which arg
linked to the pnece of the shares of
the Company (market conditions)

When shares are issued the
proceeds are credited to share
capital and share prermum and the
amount camed i the share opton
reserve ralating to the shares issued
ts transferred to retained earmungs

d) Borrowings

Interest beanng borowings are
recogrised imtally at far value less
any attnbutable transacton costs
The difference betweaen ntial cost
and the redemption value 15

amortised through the profit and
koss account over the penod of
the bormowang using the effective
mterest method

e} Investments in group
undertakings

Investments n group undertakings
are held at cost less mpament
losses They are tested for
impammant when there 15 evidence
of possible imparrment and the
camying value 1s adjusted
appropnately

f) Taxation

Tax on the profit or loss for the year
compnses current and defarred tax
It 15 recognesed in the profit and loss
account except to the extent that nt
redates to tems recognused In the
staternent of total recogrised gans
and losses

Cument tax s the expected tax
payable on the taxable ncome for
the year, using tax rates and laws
enacted or substantially enacted
at the balance sheet date together
wath adjustments to tax payable n
respect of previous years

Deferred tax compnses the
estmated taxabon or relef from
taxation which 1s expected to anse
from matenal tming differences
using rates based on lax rates and
laws which have been substantively
enacted by the balance sheet date

g) Perpetual reset capital
securities

The perpetual reset capital secunties
are shown at the proceeds of 1ssue
Coupens on the securhes are
recogrused on the date of payment
and am charged to the reconakabon
of equaty holders’ funds

h) Dividends

Dmdends declared by orcinary
sharshoiders are recognesed as

a kabitty on the date of declaration
and dmwdends declared by the
directors are recogrnised on the
date of payment Dnadends are
charged to the reconcihation of
equity halders' funds
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Parent company balance sheet
as at 31 December 2006

152

. 2008 2005
: Nouss £m &m
Fixed asset mvestments
investments i group undertakings 4 nas U135
Loans to group undertalangs 5 18520 490
' 25708 7065
Current assets
Dentors (all fallng due within one year)
Amounts owed by group undertalangs 087 39
Other debtors 10 0
Prepayments and accrued income - 0+
m7 1o
Cash at bank and 1 hand 051 77
708 8 287
Credstors amounta tatling due within one year
Bank kgans 6 (498.1) (200
Other creditors — corporaton tax a3 L=
Accruals and deferred income 04 <]V
(409 8) 20
Net current assets 2070 57
Total assets less curvent labilibes T8 7122
Credstors. amounts falling due n more than one year
Bank loans 6 (435.0) {5 0
(435.0) )]
Prowvtsions for hatnlties and charges
Deferred taxation 7 - 03
Net assets excluding pension asset less total ltabfites 2328 6467
Pension asset 8 20 237
Total assets less total babiirtres 23538 6704
Captal and reserves
Called up share capnial 10 3 18t
Share premumn account 15343 425
Perpetual reset capetal secunties 12 4985 4985
Other reserves ) 41 22
Profit and lass account 13 048 1AL
9 2,36348 6704

Signed on behalf of the Board by

%mﬁm

Jim Newman
Group Finance Director




Notes to the financial statements
tor the year ended 31 December 2006

1. Financial information

The parent company financial statements for the year ended 31 December 2006, sat oul on pages 150 to 161, were
approved by the Board on 16 Apnl 2007

2. Profit and loss account

In accordance with the provisions of sechion 230 of the Companies Act 1985 a separate profit and loss account of the
Company has not been reproduced The profit of the Company for the financial year amounted to £261 9 milion (2005
£53 8 mulon)

3. Auditors’ remuneration

The remuneration recevabile by the Company's auditors for auditing the accounts amounted to £0 1 mullion (2005

£0 1 milton) The consolidated financial statements of the Company are required to comply with paragraph 1 of the
Comparnes (Disclosure of Remuneration for Non-Audil work) Regulations 2005 and accordingly the remuneration of the
auditors for other services provided to the Company 1s Included in the disclosures given i those financial statements

4. Investments in group undertakings

2008 2005
$m on
Cost .
At 1 January IS Hi1
Addmons 1.3 944
Disposais - (35 1)
Caprat contnbution made 6750 -
Caprai contnbution repaxd (410 (52 9)
At 31 December 7688 U7s
Impairment
At 1 January 1000 1000
Revarsal of impaimment losses {50 0) -
At 31 December 500 1000
Carvymg amount .
At 31 December nas 75

On 21 March 2006 the Company purchased from Royal and Sun Allance Insurance Group pic the £50 rmullion cash
preference shares and £50 milbon PIK preference shares ssued by Resolution Life Group Limiled, at a cost of £87 3
mihon The preference shares were subsequently converted into ordinary shares of Resolution Life Group Limited

The capital contnbution of £675 rmulion was mada to Resolubon Life Group Limited in connection with the acquistion by
s subsidiary, Resolution Life Limited, of the ife businesses of Abbey National pic Of this amount, £341 mdion was
subsequently paid back by Resolution Life Group Limited

Resolution




Notes to the financial statements

for the year ended 31 December 2006
{continued)

4. Investments in group undertakings (continued)

The mpaimment refates to the Company's investment in Resolution Asset Management Linuted, a wholly-owned
subsiciary An evaluation of the recoverable amount of the investrment in Resolution Asset Management Limied at
31 December 2006 has been uriertaken by relerence to the expected cash flows ansing from the business in the
future, as a resutt of which previous wnpanmment losses totaling £50 mdion have been reversed

5. Loans to group undertakings

2008 2005
&m £m
Loans tp Resolubon Lite Limited 18520 4590

The foans to Resolution Life Limited compnse (i} an unsecured loan of £459 millon (2005 £459 million) with no fixed
date of repayment and camang Interest of 7% per annum, and () an unsecured loan of £1,393 mihon (2005 Snuf) with
no fixed date of repayment and camying interest at 12 month UBOR pius 1% per annum

6. Bank loans
2006 2005
£m Em
Current labihties
Bark lgans (498.1) o0
Labimes amounts fathng due in more than one year
Bank loans {435 0) B50)
(3311) B850y
Bomowings are repayable as follows
Within one year or on demand (496.1) 00
Between one and two years (1150} 200
Between two and five years @200} “50

(831 1) @50

Bank loans compnse two separate loans The first loan of £380 milllon 1 repayable in June 2007 and cames an annual
interast rate of between 30 and 70 basis points above LIBOR and ts curmently charged at a rate of 40 basis ponts
above UBOR The second loan of £550 mdlion compnses “Facility A” of £350 midlion and *Facility B of £200 million
Fecility A 1s a texm loan repayable in instalments of £115 milkon in Apnl 2007, £115 mifbon m Apnl 2008 and £120
mulion in April 2009 Facity B is a revolvng credrt facitity wath a terminabion date of Apnl 2009 Both facitbes carry an
annual inderest rate of between 30 and 70 basis ponts above LIBOR and are cumrently charged at a rate of 45 basis
points above LIBOR The aggregate carmying value of the loans reflects the unamortisad value of the transacton costs
and accrued interest to 31 December 2006 Al interest payments have been made when dus




7. Deferred taxation

2008 2005
£m £m

Al 1 January 05 -

~ Amounts {chargedy/credited to cument tax payable 09 05
At 31 December 04 05

Deferred tax assets are mcluded in other debtors in the balance sheet

8. Pension schemes

(a) Defined contribution schemes
Tre Company partictpates in the defined contnbution section of the Resolution (formerly Brtanme} Group pension
scheme Contnbutions in the year ended 31 December 2006 amounted 10 £0 1 milhon (2005 £0 3 million)

{b) Defined benefrt schemes

The Company and its subsidiary, Resolution Management Serwvices Umited, are jont sponsonng employers of the
Resolution Group pension scheme The Resolution Group pension scheme s a final salary scheme which 18 generally
closed to new entrants end, In respect of former members of the Phoanx Life Group pension schema, {which merge
with the Resolution Group pension scheme on 31 July 20086}, to future service accrual The Company does not bear
any of the costs of the Phoenx Life Group pension scheme

The valuation has been basaed on an assessment of the liabihes of the scheme as at 31 December 2008, undartaken
by independent qualbfiod actuanes The present values of the defined benefit obligation and the related current service
costs have been measured using the projacted unit credit method The valuation incorporates the provisonal results of
the tnenmal valuation of the pension scheme as at 30 June 2006 including an estmated cost of changes in the
longemty assumpbons amounting to £48 6 milhon of which £17 5 milion refates o the Company The effect of this,
together with other changes affecting the surplus in the scheme, has been 10 reduce the net surplus from £88 4 mifion
to £79 7 milhon at the end of the year The Company's share in the pension scheme surpius amounts to £30 0 midkon
(2005 £33 8 rnillion)

The pnncipal financial assumptions of the Resolution Group pension scheme {incorporating the Phoenix Life Group
pension scheme) and the amounts recogrised in the profit and fass account and the statement of total recogrisad
gans and losses of the Company are set out below

2008 2005 2004
Rate of long term ncreasa n salanes _ 41% I Im
Rate of increase n perswons 30-21% 28-30% 27-30%
Drscount rate 52% 47% 53%
Inflabon assurnption % 29% 29%

A building block approach 1s used in determunmg the leng-term rate of returm on pension plan assets Histoncal markets
are reviewed and asssts with higher volatdity are assumed to generate higher retums consistent with wadely accepted
capital market pnnciples The overall expected rate of returm on assets 1s then denved by aggregating the expected
return for each asset class over the actual asset allocation at the balance sheet date
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2006 2005
£m £m
Profit and toss account
Current service cost 3 en
Intarest cost 08 {04
{17 25
Statement of tota! recognised gains and losses .
Actual retum less expected return on plan assets 8.0 321
~ Expenence gains and losses ansing on scheme labilies 23 06 .
Changes n assumpbons underlyng the present value of scheme labilties 18 @2
Net achuanal losses recognesed during the year @1) 08

Notes to the financial statements

for the year ended 31 December 2006
{continued)

8. Pension schemes (continued)

The mortality assumphions are based on standard mortality tables which allow for future mortalty improvements The
assumptions are that a member who retires in 2026 at age 57 will Ive on average for a further 29 B years after
rettrement If they are male and for a further 32 7 years if they are femmale The expected levels of mortahty before
retmemert have been assessed using standard tables AX92 Ultimate The expected levels of mortality in retirement have
been assessed using standard tables PXA92 projected to calendar years 2016 and 2026 for curment and future
pensianers respectvaly and allowing for future mprovements in ine with the P92 Medum Cohort improvement factors

The amounts recogresed in the profit and loss account and the statement of total recogrised gains and losses are set
out balow

The cumulatve amount of actuanal lossas recogrused In the statement of lecognised gans and {osses since 1 January
2004 amounts to £5 2 mithon

The amounts credited to other finance income are set out below

2008 2005
om &m
Expected return on scheme assets 189 167
Interest on pension scheme habiiies {18.3) {16 4)
[«]:] 03
Reconciiation to the amounts recogrised in the batance sheet ts as follows )
2000 2005
£m Exn
Total market value of assats 3870 3894
Present value of defmed benefit obkigation ' {357.0) (3556)
Surplus in the scheme 300 k<]
Deferred tax (a.0) {101}

Net pension assat 210 237




The movement in surplus dunng the yaar 1s as follows

2008 2005
fm £m
At 1 January 338 B9
Current service cost 23 @1
Other finance mcoms 08 04
Actuanal losses (1) 06
At 31 December 300 k<R
The distnbution of the scheme assets al the end of the year was as follows
2006 2005 2004
Long term Long torm Long term
rate of rewmm e of retm rats of reen
mxpectod 2000 expecied 2005 Bpeced 2004
N2 & %p2 £m %2 tm
Cosporate bonits 46 308.4 41 3114 45 2838
Equrities nfa - nva - 70 01
Properties tA) 68.3 66 647 70 423
Cash 45 123 45 133 35 218
Br0 3894 B3T

There were no contnbutions paxd into the scheme n 2006 and no contnbubons are axpected to be paxd to the scheme

n 2007
Table of histoncal information

Difference between expectsd end actual return on scheme assets {£m}
Percentage of scheme assets (%)

Total amount recogresed in the statement of recogrised gains and losses (Em)
Percentage of the present value of the schems habilites (%)

Expengence losses on scheme habiues (Em)
Percentage of the present value of the schema tabilses (%)

2008 2005 2004
(8.0) 321 57
16 a2 16
@) 06 25
06 02 08
23 e 05
08 0z 02
'

Resol
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Notes to the financial statements

for the year ended 31 December 2006

{continued)

9. Reconciliation of equity holders’ funds

At Y January 2006
Profit for the year

COther recogrisad gains and kisses
Dwdgnds on ordmary shares

Coupon pard on perpetual reset
capital securities

Issue of ordinary share caprtal —
nghts ssug

kssue of ordinary shave capital —
share opbon schemes

bssue costs
Equity share options ssusd
At 31 December 2006

A 1 January 2005
Profit for the year

(ther recogmised gams and losses
Dowdends on ordnary shares

Issue of ordinary share capital —
share ophon schemes

Issue costs
Equity share opbons issued

Issup of perpetual reset capital secunties

Issue costs, net of tax rehef
At 31 Oecember 2005

Porpetisd Cther Profm
Share reset capited and loss
cepitad Share secaities - chare aecoutt
{nots 16} premam {nate 12} oplats (oote 13) Total
] fm fm Bm £m BEm
1t 425 4985 22 1111 6704
- - - - 219 2189
- - - - (1.9) (1.5
- - - - (832 ®2
- - - - (143 (143
181 425 £98.5 2.2 264.0 B3
1681 15312 - - - 15473
a1 4 - (08 08 25
- (e - - - e
- - - 2.5 ~ 25
43 1,534.3 4965 41 2046 23838
Perpetizal Other Profit
Sare resat capaal reserves and loss
o) Share EBCLXItes - share acoount
toie 10} prEmim o 1) optong {note 13 ot
tm tm £m £m £m m
98 472 - 0g 1059 1638
- - - 538 828
- - - - 09 04
- - - - (482 {482
98 472 - 09 mi 1690
83 06 - - - 89
- 63 - - - 63
- - - 13 - 13
- - 5000 - - 000
- - 65 - - 85
181 425 496 5 22 Rk 6704

The shane ophons reserve compnses the cumutatve farr value charges made to the profit and loss acoount n respect of
share cptions grantad and stll eutstanding




10. Catlled up share capital

2008 2005

B £m

Authansed 1,000 midbon (2005 500 milhon) ordinary shares of 5p each 500 250
B £m

Allotted, called up and fully paxd 685 2 miit:on (2005 361 1 mullion} ardinary sharss of 5p aach 343 181

At an Extraordinary General Meeting of the Comparty held on 17 July 2006 the authonsed share capital of the Comparny
was ncraasad by 500 milkon ordinary shares of 5p each to 1,000 millon ondmary shares of 5p each

On 9 August 2006 the Company completed a nghis issus to qualifying ordmary shareholders The tenms of the nghts
Issus were 8 new ordinary shares for every 9 exssting ordinary shares at an ssue pnce of 480p per new ordinary share
The ssue price representad a discount of approximately 26 7 per cent to the closing share pnoe immediately pror 10
the nghts 1ssue of 654 Sp per exssting ordinary share A total of 322,358,030 new ordinary shares were ssued pursuant
to the nghts ssue and the proceads amounted to £1 55 bilhon before expenses The new ordinary shares ranked for
the interm dmdend declared by the directors on 19 September 2006

Ordinary shareholders of the Company are entiled

» To attend general meetings of the Company and to vote at such mesetings Ordinary shareholders have one vote
on a show of hands If present at a general mestmg or, if a poll 1s called, one vote for each share held

* To receve a copy of the annual accounts, auditors’ report, directors’ report and any accompamyng reports of the
Company not less than 21 days before the date of the annual general meeting

+ To recerve dvidends, including intenm dvidends declared by the Board, except where shares are ssued on lerms
provicing that they waill rank for dradend as from a particular date The Campany may not declare, pay or distnbute
a dvidend on the ordinary shares or redeem, purchase or otherwise acquire iis ordinary shares for 90 long as a
deferred coupon payment of the perpetual reset capdal secunties has not been satisfied

Whera an ordinary sharehotder has not been traced for a penod of twelve years the Company s enhitled to sell the
shares of that member The proceeds of sals are retained by the Company and the amount 1s held as a debt due to
the former member of the Company No mterest accrues on the debt

11. Share options
Informaton on share ophons 1s given in note 18 to the consolidated financial statements
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Notes to the financial statements

for the year ended 31 December 2006
{continued)

12. Perpetual reset capital securities

2008 2005
fm £m
At 1 January 498.5 -
lasued In the year - 500 0
Issue costs, net of tax relief - 35
At 31 December 496.5 4985

The Company has m ssue £500 million of perpetual reset capital secunties (the Notes} which ars admitted to the Officsat
List of the UK Listing Authonty and to trading on the London Stock Exchange's Gilt Edged and Fixed Interest Markeat
The proceeds of the 1ssue amounted to £496 5 milkon

The Notes are unsecured abligatons of the Company and are subordinate to the claims of semior credrtors Payments in
respact of the Notes are conditonal upon the Compary being solvent at the trme of payment and immechataly following
such payment and also, in mspect of coupon payments, having sufficient distmbutable reserves

The Notes have no fixed matunty datae and nterest payments may be defermed at the option of the Company.
accordingly the Notes meet the defimtion of equity for financal reporting purposes  The Notes also meet the condibons
for Innovative Tier 1 capital treatment In the calculation of the Group Caprtal Resources under the nies of the Financial
Services Authonty

The Notes may be redeemed at par at the aption of the Company on the first reset date of 25 Apnl 2016 or on any
coupon payment date thereafter Redemption 15 subject to the agreement of the Financial Services Authonty In cartam
cweumstances the Company has the nght to substitute the Notes or to redeem the Notes before the first resst date

Coupons are payable annually in amears on 25 Apnl, commenang in 2006, at the rate of § 5864% per annum, untd the
first reset date Thereafter coupons are payable semt-annually at 2 73% per annum over the then prevating offered rate
for s-month stertng deposits

if the Company opts to defer a coupon payment the defemed coupon payment may only be satisfiad by the ssue of
ordinary shares i the Company For 50 long as a deferred coupon payment has not been salisfied the Company may
not declare, pay or distibute a dmdend on s secunties In 1ssue ranking junr to the Notes, including the ordinary
shares or, except N particular crcumstances, redesm, purchase or otherwise acquire any of ds secunties In 1Ssue
rarkang junior to the Notes, including its ordinary shares




13. Proﬁt and loss account

Drstributable Penzm
mmves reserve Totd
fm fm tm
At 1 January 2006 874 ar mi
" Proft for the vear 231 1y 219
Other recogmised gams and losses - (1.5 (1.5)
3805 o 4015
Dmdends on ordinary shares (932 - i:cFr. ]
Coupon paid on perpetual reset capital securties {143 - (143)
Equity share opbons tssued L - a8
At 31 December 2006 278 210 2048

Drviends on orchnary shares compnse the second intenm dwdend far 2005 of €47 7 mdhon and the intenm dwdend
for 2006 of £45 5 million

Distributalye Penson

resenves resane Total

fm &m Em

At 1 January 2005 801 258 1059
Profrt for the year 555 nn 534
Other recogmsed gains and lpsses - 04 04
1356 237 1593

Ddends 482 - 482
At 31 December 2005 874 237 111

Dnadends on ordinary shares compnsa the final dvidend for 2004 of £24 4 milllon and the first intenm dividend for 2005
of £23 8 milhon

14. Contingent liabilities

The Company has guaranteed the due performance by its subsidary undertaking, Resolution Management Services
Limited {RMS), of a managament sarvices agreement (MSA) under which RMS has agreed to prowds certan sarvices
to the Phoenix regulated companies The Company has agreed to extend its guarantee to such of is subsidiary
companes which from time to time may enter into Parbcipaton Agreements and receve services under the M3A

The Company has guaranteed the cbligatons of its subsichary undertaking, Resotution Life Limited, in connection wiath
the Retad Distnbution and Intermediary Distnbuttion Agreements entesed into between Resolution Life Limited and Abbey
National pic on 7 June 2008

15. Related party disclosures
Related party ransactions are disclosad tn nots 46 to the consolidated financial statements

16. Events after the balance sheet date

On 2 Apnl 2007 the Board approved a proposal to put befors the annual general meeting of ordinary shareholders,
to be held on 6 June 2007, a resotuton to declare a final dmdend per crdinary shams of 13 28p for the year ended
31 December 2006 The cost of this dwdend, £21 0 milbon, has not been ecognised as a labdity in the financial
statements for 2006
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Independent auditors’ report

to the directors of Resolution plc on the pro forma
supplementary European Embedded Value information

162 |

We have sudited the pro forrma
supplementary iformation on pages
164 to 186 in respect of the year
ended 31 December 2006, which
compnses a Eurppean Embedded
Value basts summary pro forma
consclidated income statement,
reconciabon of movements in
consolidated shareholders’ funds,
summary consohdated balance
sheet, detaled pro forma
consobdated mcoms statement and
the related notes on pages 168 1o
186 The pro forma supplementary
nformation has been prepared In
accordance with the CFO Forum
Pnnciples dated May 2004 and the
Additional Guidance on European
Embedded Value Disclosures
published by the CFO Forum in
October 2005 as descnbed on page
168, with the excepton of the
exclusion of Rasolution Managemeant
Senvices and Rescluton Asset
Manggement from the defirshion of
covered business for the reasons
grven in note 2, and using the
mathodology and assumphons set
out on pages 188 1t0 171 and 181 to
183 The pro loma supplementary
informaticon has also been prepared
as f the acqusition of the Abbey life
busmesses by Resoluton pic took
place on 30 Juna 2006

This report 1S mada solely to the
Company's drectors, as a body
Our audit work has been undertaken
so that we mught stata to the
Company’s directors those matters
we are requred to state to them

n an auditors’ report and for no
other purpose To the hullest extent
permitted by law, we do not accept
or assume responsibiity to anyone
other than the Company and the
Company's directors as a body,

for our audit work, for this report,
or for the opwvorw we have formed

Respective
responsibilittes of
directors and auditors
The cirectors are responsible

for prepanng the pro forma
supplementary nformation on
the above European Embeddad
Value basis

Cur responsibities, as ndependent
auditors, in relabon to the pro forma
supplementary information ara
established in the UK by the Auditing
Practices Board and our profession's
ethucal gudance We report 10 you
our opirion as to whether the pro
forma supplermentary information
has been property prepared in
accordance with the European




Embedded Value basrs We also
report to you i wa have not received
al the mformaticn and explanatons
we require for our audit of the pro
forma supplementary information

Basis of audit opinion
We conductad our audtt in
accordance wath Intermahonal
Standards on Auditing (UK and
treland) 1ssued by the Auditing
Practices Board An sudt includes
examinaticn, on a test basis, of
evidence relevant to the amounts
and disdlosuras In the pro forma
supplementary informahon It also
includes an assessment of the
significant esimates and judgements
made by the diractors in the
preparation of the pro foorma
supplemsntary information, and

of whether the accounting polictes
are appropnate to the Group's
ciroumstances, consistently applied
and adequately dsclosed

We planned and performed our audit
s0 as 1o obtan al the information
and explanations which we
considered necessary in order to
provide us with sufficient ewdence
to give reasonable assurance that
the pro farma supplementary
information stated on the European

Embedded Value basis 1s free from
matenal misstatement, whether
caused by fraud or other imegulanty
or ermor In forming our opirmon we
also evaluated the overall adequacy
of the presentahon of the pro forma
supplementary information

Opinion

In our opinion the pro forma
supplementary information for the
year anded 31 December 2006
has been properly prepared in
accordance with the European
Embedded Value basis, using tha
methodology and assumptions set
out on pages 168 to 171 and 181
to 183

%{W%hw

Ernst & Young LLP
Registered auditor
London

16 Apnl 2007




Supplementary information

Summary pro forma consolidated
income statement — EEV basis

Yemy ended Hait yar encied
31 December

31 December
Ut Divesion Let Davemon 06 2005
South Norh: Oter ol ol
. £m #m fm m £m
Contninon from new business 16 ad - u7 -
Expected return on exsting busness
- Expected return on value of in-force 1221 &5 - 1876 477
- Brpected transfer to net worth - - - - -
Expected retum on sharehoklers’ net worth 849 394 - 104 3 402
Life divisions' expected EEV profit before tax 188.6 1280 - 316.6 879
Operating experence varances “s (342 - 103 99
Operatg assumphon changes n7z 129 - 246 (429
Life dmwisions' EEV operating profit before tax 244 8 1087 - B15 849
Asset management - - 2 322 58
Management services - - 150 150 20
Group Fcome and charges - - o] 8 69
Operatmg profit ® 2448 108.7 384 309 858
Non-ecuming dems 2199 124 (249 2074 382
Amertisahon of asset management intemalisabion costs - - a8 (6.8) -
Economic expenence vanances A a2 202 577 687
Effect of economc assumplion changes 68.8 (8.0} - 5.8 (17 0y
Profit before financmg costs and tax 438.8 1733 389 7090 1757
Financing costs - - {38 {398) {159
Profit/(loss) before tax 498.8 1733 @ 664.2 1805
Atinbuted tax (chargel/credn ) {145.8) (447 85 (188.0} 4z
Profét after tax ' 490 1288 38 @12 1184

() Operanng peofil 5 stated before non-recumng tems, aMortsation, BCONMITIC XPENENGE Vanance, economc assumpton changes,
financing costs and tax.

The results for Life Drasion South are for the full year ended 31 December 2006 and reflect the profits ansing on the
exsting hfe businesses of Resotution pnor to the acquistion of Abbay's Iife businesses The resuits for Life Dmsion North
are for the half year ended 31 December 2006 and reflect the profits ansing on the acquired Abbay Iife businesses The
results for the asset management and management services busingsses are for the full year ended 3t December 2006
and have been included on an IFRS basis The consolidated results are presented on a pro forma basis as if the
acquistion of Lite Dmsion North had taken place on 30 June 2006




Supplementary information

Reconciliation of movements in
consolidated shareholders’
funds - EEV basis

Opening embedded value as previousty reported
. Prior penod adjustment

Opening embedded value as restated

Acquired value of Abbey's Ife businesses as at 30 June 2006
Cost of acquisiban of Abbey's life businesses
Transaction costs

Mark to market adjustment on debt

Opening adjustments to acquired value

Profit on accuisition of Abbey's tife businesses
Profit after tax

Dmdends to ordinary sharebolders

Share capital sssued

Other movements ®

Embedded vatue at 31 December

Embedtied vatue per ordinary share at 31 Decembes =

Year ended Hatl yer eried
31 Docember 31 December
2006 2005
om £m
21309 2,004 2
100 100
21409 20142
38118
{3,600 0)
@
{1e5)
3.1
1180 -
4812 1184
Q2 238
15472 krd:|
19 0n
41970 2,1409
m13 £519

(i) The openng adpustments reflact changes (o the considerahon paxd under the sale and purchase agreement as well as far value

adustments

{iiy Other movermnents nclude equrity sham ophons ssund, actuanal lossas on the pension schemes and other [FRS meserve

adustments

{)Embedded value per ordmary share gt 31 December 2006 s based on 685 2 mdlion ordnary shares in issue at 31 December 2006

EEV per omtnary sham at 31 December 2005 has been restated for the effect of the nghts issue




Supplementary information

Summary consolidated balance
sheet — EEV basis

Assety

Pension scheme surplus
Goodwall

Valug of m-force business
Other mtangible assets
Investment propesty
Fmancial assets
insurance assels

Qther assets

Cash anf cash equwvalents
Total assets

Equity

Ordinary share captal

Share premum

Other reserves

Retained samings

Addrbonal retained earmings on an EEV basis
Equnty atinbutabte to ordimary shareholders
Perpetual reset capital securties

Mmnonty Interests

Total equrty

Liatiirties

Extemal debt, including subordinated debt and long term loans
Technical provisions

Fnancial habidies

Other liatitres

Total liabitities

Total equity and Eablities

31 December 31 Decenmber
2008 2005

fm £m

797 937
4S5 1445
15201 10187
y. 1 -
27048 23557
51,8082 R5107
3353 3725
3t 0 €250
3,804 2 1,7451
84,9515 42,2259
u3 181
15343 . 425
5782 9593
1z 1023
1,281 10187
41970 21408
5041 5150
1540 988
48551 2,7548
1,1406 856
48,724 2 31,368
10,228.4 6,964 8
1,305.2 1,029
60,096.4 39471
84,9515 42,2259




Supplementary information

Detalled pro forma consolidated
Income statement — EEV basis

Contnbution from new business

" Expacted retum on existing busness

- Bxpected return on value of In-force

- Bapected transter to net worth

Expectad return on sharehotders’ net worth

Life dvesions' expected EEV profit/{loss) before tax
Operating expenence vanances

Operabing assumpbon changes

Life dwistons' EEV aperating profit/(toss) before tax
Asset management

Management serwces

Group tncome and charges

Operating profit/{ioss) *

Non-recurmng tems

- Fund merger benefits

- Gan on transfer of Alba Life tb equity hotders

- FSA changes to reserving and capral requirements (PS 06/14)

- Post merger reorganisation costs Brianme & RLG)
- Post aoquisibon integration costs (Abbey)

- 2005 non-recumng tems

Amortisaton of asset management internalisation costs
Economic expenence vanances

- Life dwisions

- Group

Effect of economic assumphbon changes
Profit/(loss) before financing costs and tax
Financing costs

Profit/(loas) before tax

Afinbuted tax (charge)/credn

Profit/(loss) after tax

Year ended Halt year ended

=2 Vatos of 2008 2005
nat worth -t totat iotal
&mn £m &m £m
(nnm 57 u7 -
- 1678 1976 a7
N7 ann - -
1043 - 1043 402
£050 {aa.4) 166 8789
1307 (12049 103 299
452 {20 6) 2486 429
5800 (220.4) 5 849
22 - 22 58
150 - 150 20
{78 - {718 B8
6203 {229.4) 3909 858
a3 02 ®s -
594 154 748 -
542.1 (480 ) 613 -
{189 - (139 -
3 - &) -

- - - |2

8 - ©8 -
8.0 (375) 25 879
e 186 202 192

- 528 504 07 Q)
12697 5607) 7080 1757
(39.8} - (33.8) (53
1,2499 580 7) 6.2 1605
{338 145.8 (183.0) {4z 1}
2161 €34 6) 812 1184

() Operating profitfloss) 15 stated before nNon-recumng tems, amortiSation, HOONNITIC BxXPenence Vanances, ACONOMIC

assumption changes, financing costs and tax
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Notes to the pro forma
supplementary information

1. Basis of preparation

The pro forma supplementary information covenng the year to 31 December 2008 has been prepared on the European
Embedded Value (EEV) basis

The EEV methodology adopted by the Group s m accordance with the EEV pnnciples and gudance ssued n May
2004 by the European CFO Forum, with the exception that the management services and asset management
businesses have been excluded from the defintion of covered business The CFO Forum has since published additonal
gudance on disclosures Thus guidance appbes to all supplementary financal reporting for accounting penods ending on
or after 31 December 2006 and has been adopted i prepanng this supplementary mformation

The Group acquired Abbey Nabonal's (Abbey's) Iife businesses with effect from 10 August 2006 However, the EEV
results have been presented on a pro forma bases as if the acquisition had taken place at 30 June 2008 and accordingly
rciude a full se-month contnbution 1o profits for the acquired businesses These businesses are referred to collectively
throughout as Life Dmsion North (LDN) Scothish Provident Intemational Life Assurance (SPILA) has been included within
the LDN results on grounds of matenality but 1s shown separately in the dvsional analysis of market-consisternt
embexided value in note 7

The results for Life Dviston South (LIDS) compnsing the ife msurance businesses of the former Brtannic and Resolution
fe groups, are presented for the full year to 31 December 2006 Results for the comparative penod are presented. for
the hatt year ended 31 December 2005 as the Group dit not prepare financial informabon on an EEV basis pror to

30 June 2005

2. EEV methodology

Overview

The EEV basis of reporting for long termn insurance business 1s designed to recogivse profit as it 1s earned over the term
of an insurance pohcy The total profit recogmsad over the iletima of a pohcy will be the same as that recogrised under
Intermational Financial Reporing Standards (FRS) but the emergence of profit will be different

For the pumpases of EEV reporting, the Group has adopted a market-consistent methodology Within a market-
consistent embedded value (MCEY) framework, assets and labdibes are valued In tne with market pnces and
consistently with each other In pnnciple, each cash flow 18 valued using the discount rate consistent with that apphad to
such a cash flow in the capital markets Thus the value of assats s the market valus of assets and the vatue of habdibes
13 the value of comparable asset cash flows

Embeddod value

The embedded value represents the shareholders’ interest in the covered and non-covered businesses axcluding

any value that may be generated by futum new business For covered businesses, it compnses the sum of the
shareholders' net worth on an EEV basis and the value of in-force business, induding new business generated dunng
tha penad For non-covered businesses, it compnses the IFRS net worth inchuding goodwill Perpetual reset capital
securnies, sersor debt, the Scottish Mutuat Assurance (SMA) bonds and, m 2005, the Resolubon Life Group preference
shares are included n the embedded value al ther market-consistent value

Covered business

The EEV prnnciples requine an nsurance company to distinguish between covered and non-coverad busingsses The
covered businesses are valued on an EEV basis The assets and habdites of the non-covered businessas with the
excephbon of the perpetual reset capiial secunhes, semor debt, the SMA bonds and, n 2005, the RLG preference
shares, are valued on the [FBS basis used n the pnmary financial statements, ncluding intangble assats and goodwil
whera appropnate Results for non-covered businesses are based on the IFRS profits for the penod




The covered business includes all long term nsurance business watten by the Group but excludes management
services and asset management

Under EEV gudancs, producimvity gamns should not bé recogrused untd they have been achieved This treatment s
nconsistent with the cost profile of a closed Ife fund, where continual cost reductions are required to mamntan Lt

- costs as the business runs off In the opieon of the Directors, if the EEV guxdance were to be applied to management
services and assat managernent, it would not prowde a fair reflection of the Group’s financial positicn

New business

In previous reporing penods all of the Group's life funds were closed and the value of new business was not therelore
matenal enough to require separate drsclosure as a source of value However, following the acquisstion of Abbey's ble
businesses new policies wrtten wa Abbey's retail and IFA distnbution channels and the value of open market options
and internal vestings throughout the Group are now reported as new busness

An allowance for future prermiums ansing for Department of Works and Pensions rebates is included within the value of
n-force covered busingss Any value ansing from mcremental policies will be included wathun the EEV profits for the

penod as an operaing vanance

Net worth

The net worth 1s the market-consistent value of the shareholders' funds of the covered busmnesses together wath the
shareholders' interest N surpius assets held mn the long tem business funds less the value of any projected sharsholder
capital mgections nto the with-profit funds Progected sharehotder capital inectons include the intnnsic bum through
cost in respect of the Phoenix & London Assurance with-profit fund [t also compnses the net worth of the non-covered
businesses on an IFRS basis including mtangible assets and goodwall but vatuing the perpetual resel caprtal secunties,
sanior debt, SMA bonds and, i 2005, the RLG pretarence shanes on a market-consistent basis

Value of in-force

The value of in-force businesses (VIF) represents the present value of profit attnbutabie to shareholders ansing from
covered business, lass an allowance for the time value of financial options and guarantees, less an allowance for the
impact of non-market nsks on non-profit business, less the cost of holding required capital

The approach adopted to calcuiate the market-consstent VIF combines detenministic and stochastic models
Determinsstic techniques have been used to value 'non-option cash flows' whose values vary inearty with market
movermnents Stochashe techriques and closed form solutions have been used to value cash fliows with an asymmetnc
effect on shareholder cash fiows {8 g mvestment guarantees on with-profit products)

For the determunustic approach, the calculation of the VIF involves vatuing cash fiows using a discount rate which reflects
tha nsk inherent in each cash flow In practice, it 15 not necessary te discount each cash fiow at a different rate The
same results can be achmved by projeciing and discounting all cash flows at the nsk free rate under the ‘certainty
equivalent approach’

The market-consistent determimistic VIF 1s calculated under the certainty equivalent approach by using tradihonal
embedded value models and projacting and discounting al cash flows at nsk free rates

For the stochastc approach, the MCEV calcutation involves the use of stochastic models developed for the purpases of
realistic balance sheet reporting including closed form solutions
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Notes to the pro forma

supplementary information
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2. EEV methodology (continued)

Required capital and free surplus
The EEV prnciples require capital allocated to the covered businesses to be split between required capital, where future
distnbutions o shareholders ane restncted, and free surplus

The amount of required capital 1s defined as the greater of

+ the amount of capial required to meet kocal regutatory capital adequacy requrements For UK companes this
consists of the greater of Pillar 1 and Piltar 2 capital requirements, where the Pillar 2 caprtal recuoirements aliow for any
lndmdual Capital Gudance receved from the FSA,

= the capital required under the Group's capital management policy, and
* the commitments made to cradit rating agencres

Cost of captal

EEV pnnciples require companses to make an aliowance for the cost of capial, consistent with the definion of required
capital The cost of capital &5 defined as the difference between the market vatue of the required caprtal and the presant
valug of future releases allowang for future Investment return on that capital The market-consistent cost of caprtal also
allows for Investment expenses and the cost of taxation '

Financial options and guarantees
EEV pnnciples require comparnies to make an explict allowance for the time value of financial options and guarantees

The Group has calcuated the tme vahue cost of financial ophons and guarantees using market-consistent stochastic
models calibrated to the market pnces of financial instruments at 31 December 2006 The stochastic models allow for
the mpact of management actons which have been set m accondance with the Pnnciples and Practices of Financial
Management (PPFM) for sach company and the hedging strategees which were in place at 31 December 2006

Allowance for non-market nsk

In general, the allowance for non-market nsk 1s covered by the Group’s adoption of best estimate expenence
assumptions and the amount of requied capital However, thera are certain situabons in which the shareholider impact
of fluctuations in expenence Is asymmetnc, namely that adverse expenence can have a higher negative impact on
shareholder value compared to the positive impact generated by favourable expenence

The Group has mads exphcit alowances for the impact of non-market nsk as follows

» within the time value of financal options and guarantees in the with-profit funds, allowance has been made for the
mpact of non-market nsk where asymmetnes in ihe shargholder interest mean that best essmate assumpbons do not
fully reflect the impact of extrame events, and sirndarty

« within the value In-force of the non-profit businesses, an exphert allowance has been made for the iImpact of non-
market nsk

The methodology used to deterrnine the appropnate aliowance for non-market nsk i1s based on the analysis undertaken
as part of the development of the Indwdual Capatal Assessments (ICAs)




The tahble below summanses how each ttem of nsk has been explicity considened wathun the EEV

Type of ek EEV methodology
Market-related nsks Allowed b exphertty in EEV calcutations
Non-market nsks related to with-profit business

‘ (ncluding non-profit business vathin with-profil funds) Allowed for 1n caloulabion of gptons and guaraniees
Non-market nsks refated to non-profit business whuch are
asymmgtncal relatve to the impact on sharehoiders Allowed for i calcutation of non-market nsk
Non-market nsks refated to non-profit business wiach are
symmetneal relative to the impact on sharehotders Within best estimate assumptions

Debt and perpetual reset capital securtiies

All debt and equrty, other than ordinary shareholders’ interests, are vatuad on a market-consistent bass Lsted
secunties and the SMA bonds are valued at therr closng market prces Uniisted debt and, in 2005, uriistod secunties,
are vatued on a discounted cash flow basis, takng into account the known interest rates and assumed terms to
repayment The market-consistent value indudes an allowancea for lax relef on the interest payments on the dabt The
value of the tax relief 1s the market value of the debt less the value derved by discounting the afier tax coupon
payments and expected pnncaipal repayments at the nsk-free rate

Pension schemes ‘
The pension scheme surpius ansing on an IFRS basis 18 reflected in the EEV financial statements through adpsted nst
worth

Taxation

In adopting the EEV pnncples, full allowance has been made for the market-consistent valus of tax which would
become payable on the transfer of suplus assets out of the non-profit funds This aliowance reflects the projected pace
of release of surplus from the: non-profit funds that 18 not requared 10 cover the bum through costs in with-profit funds

3. Analysis of consolidated income statement: life divisions - EEV basis

Life Division South
Year ended Hall year ended
31 Decarber

31 December
224 Vale of 2006 2005
net worth r-foree totad oeal
£m tm Em £m
Contnbubon from new business [ d ) 36 18 -
Expected retum on existng business
- Bxpected retum on value of in-force - 1221 1221 47117
- Expected transier to net worth 1893 (189 3) - -
Expacted retum on sharehoiders’ net worth 649 - 646 402
Life dnasian expected EEV profit/(toss) before tax 2522 (63 6) 168.6 879
Operating expenence vanances 627 (182 a5 19
Operating assumpton changes B4 33 17y 429
Lsfe drision EEV cperating profit/(tess) before tax 33 78 5) 243 B49
Non-fecurnng ftems 1705 494 2199 691
Economic expenence vanances 143 49 0) (Mn 879
Effect of economic assumpbon changes - B3 8 68.8 nzo
Ufe dvision EEV profit/{loss) before tax 508 1 &3 498.8 249
Attnbated tax (charge)credit {152 3} 25 (149.8) B7 Y
Life dhnsson EEV profit/(loss) after tax 3558 68 349.0 1578
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supplementary information
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3. Analysis of consolidated income statement: life divisions - EEV basis (continued)

Contribution from new business
The contnbution from new business of £1 6 milkon is demved pnmanly rom profits on vesting annutty busmness it is

valued at the end of the penod and excludes the cost of capital and an allowance for non-market nsk as the amount of
new business 1s small

Expected return on value of in-force

The expected return on the existing business for the year to 31 December 2006 of £122 1 mdlion reflects the expected
change in the present value of fulure profits ansing from the n-force business, includng the cost of capital and the cost
of financial options and guarantees at 31 December 2005 The expectad retum 1s the best astimate return for each kne
of business based on the real world mvestment retum assumptions at 31 Decemnber 2005 shown in note 10

Expected transfer to net worth

The expected transfer to net worth of £189 3 millon represents the nommal transfers from the value of In-force business
to EEV net worth in the year endad 31 Dacernber 2006 before tax These transfers are determined on the basts that
transachons expected dunng the penod as part of the calculabion of the opening value of n-force have occummed m iine
with the opening assumptions ’

Expected return on shareholders' net worth
The expected return on sharshoiders’ net worth held within the long term business furnds is the best estimale mtum
based on the real world mvestment return assumptions at 31 December 2005 shown th note 10

Operating experience variances
Operating expenence vanances contrbuted £44 5 milion to profit over the year

Favourable operating expenence, pamanly eflecting positive lapse and morbidity expentence on term and PHI business,
contnbuted £34 5 rmulion  Gther favourable expenence enabled the group to release promsions totafing £33 § miton
pnmanly in respect of tax and mortgage endowments Other tems contnbutsd £2 3 milion

This favourable expenence has been parlially offset by increased capial requirements {betore aliowing for the benefits of
PS 06/14) due to strengthening of the Group's capital management policy This has resulted m a charge to profits of
£25 8 mallion

Persistency experence on pensions business generally has been in ine with assumptons

Operating assumption changes

Changes were made to the operating assumptions at 31 December 2006 resutting 1n profits of £11 7 mufion This profit
arose prmanty from a change in assumed tax rates, changes to insurance assumptions and a reduchon in future costs
dirsctly payable by the ife comparmes This was offset by an increase in provisions following hamonesation of the
provision methodology across the lfe comparves

The mam insurance assumption changss nciude a reduction in lapse rates for reviewable term assurance DusIness N
PLL, a strengthening of the longevity improvemnent factors n Brtannk: Retirement Solutions, a revision to guaranteed
annuity opton take-up rates folowang A-day and a change to the assumptions regarding the type of guaranteed anmuty
taken

Nan-recurring items
The non-recumng items compnse the following

* The transfer of Alba Life to the equity hoiders’ funds with effect from 1 January 2006 resutted 10 a one-off profit of
£77 5 mdion, before transaction costs This profit represents the EEV profit of £54 3 rmilkon grossed up at the equity




holder tax rate of 30% Transachon costs relating to the transfer of £2 7 milion are included in the Group non-
eoumng tems

s The merger of the LDS compares (excluding PALAL) into PLL and the transfer of the non-profit business owned by
the with-profit fund of Century Life to the non-profit furds of PLL gave nse to a one-off profit of £33 5 mifion net of
schema costs

* The FSA changes to reservng and capital requirements (PS 06/14) resulted in a profit of £48 9 millon Thes was
pnmanly due to a reducten i the cost of capital ansing from a £398 midhon reducton n requeed captal Statutory
maserves of £105 muilion were also releasad as a result of the changes to statutory resarve requirements for non-profit
business

Economic experience vanance

Eccnormuc expenence vanance over the year resulted in a chamge to profits of £34 7 milbon  This arosa pnmanly from
changes in the shape of the yisld curve over the penod and a coresponding mcrease n valuation Interest rates on
annuty business This negative contnbution is ofiset by fugher future investment retums identified under aconomic
assumphbon changes

Economic assumption changes

Gilt yields have nsen O 5% over the year resufing in a nsk free rate of 4 7% as at 31 December 2006 (note 10) This .
contnbuted £68 8 mulion to profits and represants the impact on the value of the in-force of Increases in the future
investment return assumptions, offset by increases in the discount rate appbed to future cash flows

The positve iImpact of economic assumption changes was pnmanly dnven by the increasad profits on annuity business
and shareholder transfers on with-profit business as a result of higher investment wtums

Attnbuted tax (charge)/credit
Life dmsion EEV profits are calculated net of tax and are grossed up at the eflactive equity holder tax rate of 30%

Lrfe Division North

Kalf year ended

31 Decernber

;2 Vihe of 2008

net worth In-force totel

fm ©m fm

Cortnbunon from new business (8.0) kR 21

Expected retum on existng busmess

- Expected return on value af in-force - 655 655
- Expected transfer to net worth 124 X -
Expected retun on shareholders' ret worth 334 - 394
Lsfe dnnsion expected EEV profit/(loss) before tax 1528 (2e.8 1280
Operating expenence vanances B30 (102 {34.2)
Operadng assumphon changes 388 3.9 129
Life drviston EEV operating profit/{loss) before tax =76 (\s09) 106.7
Non-recurmng items 470 (4249 124
Economic expenenca vanances 517 15 632
Eftect of economic assumpbion changes - (8.0) (80)
Lrfe division EEV profit/{loss) before tax 7483 (513Q) 1733
Attrbuted tax (charge)/credit (188.0) 143.3 4an
Lite division EEV profit/{(ioss) after tax 558.3 (297 1288
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Notes to the pro forma
supplementary information
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3. Analysis of consolidated income statement: life divisions - EEV basis (continued)

Contribution from new business

The contnbution from new busmess over the penod from 1 July 2006 to 31 Decermber 2006 was £23 1 mikon This
contnbution has been valuaed at the end of the penod using start of penod economic and operating assumpbons and
s shown gross of equity holder tax The contnbution includes the impact of PS 06/14, the cost of capital and an
allowanca for non-market nsk consistent with the methodology for in-force business Further detad on new business
15 provided n note 11

Expected return on value of in-force

The expected retun on the existing business for the half year to 31 December 2006 of £65 5 milton reflects the
axpectaed change m the present value of future profits ansing from the in-force busmess, Including the cost of capital
and the cost of financial options and guarantees at 30 June 2006 The expectad retum is the best estmate return for
each Ime of business based on the real world investment return assumptions at 30 June 2006

Expected transfer to net worth

The expected transfer 10 net worth of £122 4 millon represents the expected nominal transfers from the vatus of n-
force business to EEV net worth in the half year ended 31 December 2006 before tax These transfers are determmed
on the basts that transacbons expected durng the penod as part of the calculation of the openng value of n-force have
occurmed In kne with the opening assumphons

Expected return on shareholders’ net worth
The expected returmn on sharshoidars’ net worth held within the long term business funds of £39 4 million 1s the best
estmate return basad on the real word Investment retum assumpbons at 30 June 2006 shown in note 10

Opearating expenence vanances
Adverse operating expenence vanances of £34 2 miion wers prmanly dua to hugher lapsa mtes on with-profit bonds in
SMA relative to long-lerm assumptions and the loss of future management charges from the Abbey pension scheme

Dunng the first three quarters of 2006, SMA was subject to adverse persistency expenence on wath-profit bonds The
trend stabdised in the last quarter of 2006 when expenence was m line with long-term assumptions for this business

Following the acquistbon, Abbey transfermed the staff pension scheme out of the LDN companses This resutted th a one-
ume reduction in the value of m-force mflecting the loss of future annual management charges from this business

Perswstency expenence on pensions business generglly has been in ine with assumptions

Operating assumption changes
Changes in operating assumptens conmbuted £12 9 mdlion to operating profit This is compnsed pnmanly of

-AntruwemthelapsaasmmpbmohtheSMIguaranteedmestmemw'd.leamngtoaraducummthacostof
guaranteas on this busness, and

* A reduchion in fulure expenses ansing from the Implementation ¢f the management services agreement with the
management serces business

Non-recumng items

The only non-recumng item for LDN relates to the mplementabon of PS 06/14 winch resulied m a non-recumng profit
of £12 4 milion This was pnmanly due to the release of £437 milkon of non-profit statutory reserves (mamty m SMA)
and a £208 milbon reduction in required capital




Economic expenence variances

Posiive economic expenence over the six month penod contnbuted £63 2 muflion to profit Thes has been dnven by
hugher than expected investment returns over the penod, harmoresation of the methodology used to generate valuation
mterest rates across the Group and an increase in the value of the interest rate swap asset backing the SMA bonds

' Economic assumption changes
Gilt yelds have falen 0 1% smce 30 June 2006 resutting in a nsk free rate of 4 7% as at 31 December 2006 (note 10)
This resulted in a charge to profits of £9 0 millon and represents the iImpact on the value of the n-force of lower
investment return assumpbons, offset by a mduction in the discount rate applied to future cash flows

Attnbuted tax {charge)/credit

Life dwision EEV profits are calculated net of tax and grossed up at the effective equity holder tax rates of 30% for SMA,
SPL and PLA, 12 5% for SMI and 0% for SPILA For non-recumng tems, the actual tax impact 1s calculated axpherly
and included in the attnbuted tax charge

4. Analysis of consolidated income statement: other - EEV basis
Yeur ended Half year endéd

3t Decernter 3 December
Management Azt 2008 2005
seraces mansgement Geoup total ol
£m £m £m om
Assst management - 22 - 322 58
Management services 150 - - 150 290
Group income and charges - - a8 L] 69
Operatmyg profit/(loss) before non-recumng
tems, financing costs and tax 150 22 @8 394 08
Non-recuming tems @n 1.5 @n (249 309
Amorbsation of asset management intemahsanon costs 8.5 - (8.8) -
Economic expenence vanances - - 292 292 {192
Profit/{toss) betore financag costs and tax 60 239 187 »e “92
Financing costs - - {398) (39.8) (1523
Prefit/(loss) before tax 6N <L) r{R}} @9 64 4)
Attnbuted tax credi/(charge) 13 (] 130 as 250
Profit/(toss) after tax 44) 181 @) is {39 4)

Non-recumng tems

The non-recumng rtems include a charge of £20 7 milion in management sarvices and £1 § milbon in asset
management, pamanly in respect of raa’gamsahon costs ansing mainty from the Bntanme/RLG merger The non-
recurnng charge of £2 7 mithon wathmn Group 1s in respect of the transaction costs ansing from the transter of Alba Life
o equity holders

Amortisation of asset management internalisation costs

The charge to profits of £6 8 milton refects 9 months’ amortisation of the £27 mifhon payment made to F&C Asset
Management in March 2006
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4. Analysis of consolidated income statement: other - EEV basis (continued)

Economic expenence variances
All external debt has been valued on a market-consistent basis Changes In the market-consistant value of debt

resutted 1 a contnbution to profit of £27 6 millon A decrease in the Group's cost of caprital contnbuted an edditional
£1 6 miflion

Financing costs

Francmg costs amounted to £39 8 milion compnsing £20 8 milion of interest paxd on Resolution pic's senor debt
(taken out 10 support the acquisiton of Abbey's Iife businesses), £14 3 milkon of coupon paid on the perpetual reset
capital sacuntes and £4 7 million of nterest pard on tha £85 mdion of pre-existing sentor debt (repaid in August 2006)
and the arnortisation of foan arrangement fees

Attributed tax credit/{charge)
Taxation In respect of enties other than the life dmsions has been provided on an IFRS basws, adjusted for the tax

attnbutable to the additional gross financing costs of £14 3 milkon under EEV, In respect of the perpetual reset capital
secunbes

5. Divisional analysis of movement in embedded value

Lite Lte 710ecembes 31 Dacemter
Dension Oaimion  Manapoment Asszt 2008 2005
Morth s=rnces mEnEgement Group total ok
£m an £m £m €m m £m
Opening embedded vatue
as previously reported 24533 - 583 1ma3 5520) 2,1309 2,004 2
Pror penod adjustment 10.0 - - - - 10.0 100
Operung embedded vatue
as restated 24633 - 50.3 T3 (5520} 2,1409 20142
Ahbey's Ife businesses
at 30 June 2006 - 2,181 1 ne ns 1,5092 3838 -
Cost of Abbey acquisiton - - - - (3,600.0) (3,600.0) -
Transaction costs - - - - B1.m B1.0) -
Mark to market adjustment
on debt - - - - {105 {105) -
Openng adjustments
acquured vatue - (163.0) 16808 (31)
Profit after fax 3490 12856 {4 8) 181 [1: 3 )] 812 1184
Dradends to ordinary shareholders - - - - Lichd] 3.2 (239
Share capital tssued - - - - 15472 1,5472 328
intemnal loan interest 80 241 - - [~ 3}] - -
internal group transfers {1 1) 298 - - (1287 - -
Other movements - - [1]] - 13 19 n
Closing ernbedded vatus 28402 24637 66.3 1889 (1,187 1) 41970 21409
Pror period adjustment

The opening balance sheet at 1 January 2005 has been restated to raallocate part of the addiional surplus of the
Resolution (forrerty Brtannic Group) pension scheme recognised on the transiion to IFRS The effect of the reaflocation
s to reduce unallocated surplus by £10 0 milhon and 10 increase retaired samings by £10 0 mitkon




Opening adjustments to acquired value

These adiustments relate prmanly to the debt due to the defined benefit pension scheme of LDN which crystaliised on
the acquisition of Abbey's life businesses

~ Abbey’s Iife businesses at 30 June 2006
This represents the market-consistent value of the acquired Abbey [ife businesses as at 30 June 2006

Dividends to ordinary shareholders

A second intenm dmdend for 2005 of £47 7 million was pad on 2 June 2006 folowed by an intenm dmdend of £45 5
radbon on 20 October 2006 1n respect of 2006

Internal loan interest

This represents the net interest paid by ALL n respect of the intemal loans between ALL and the Ife companes This
includes interest on the £1,800 milion of loans made to ALL by the LDN hfe comparss in Septamber 2006

Other movements

This primanty compnses actuanal kosses after tax on the pension schemes and the increase in share capital ansing from
equity share options issued dunng the pernod

6. Reconciliation of IFRS net worth to EEV net worth

At Asat
1 December 3 December

2000 2005

£m tm

Net worth as reported under IFRS 457 25449
Rawvision of non-prafit surplus ' (854 {1238
Tax on non-profit funds’ surplus assets 648 351
Net acquired in-force business 1,315 {566 B}
Lifer dnesson goochwl (650) 650
Life dmston farr value of distnbubon agreements (FRS basis) (82.2) -
Intrnsac buen through cost on PALAL (B2.1) {86 5
Market-consistent value of perpetual reset capital secunties (504 1) (5150)
Minonty nterests (154 0) [k
Other {11 20
Net werth on en EEV basrs . 22879 11222

Revision of non-profit surplus

The surplus in the non-profit funds 1s calcudated on an IFRS basis usng reserving assumptions whuch ciffer from those
used (o calculate the actuanal long-term fund surpius for the EEV results  The reduction m net wonth of £95 4 mdiion
refiacts the net of tax impact of movng to the EEV statutory reserving assumptons

Tax on non-profit funds® surplus assets

The difference in taxaton of the non-profit funds’ surplus assets of £64 6 mulion reflects underlying differences between
the bases of preparation for IFRS and for EEV reporting The main differences are that non-discountad cash flows are
usad for IFRS mporting compared to discourted cash flows usad for EEV reporting and the impact of the underiying
assumpbons on the rate of taxaton
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6. Reconciliation of IFRS net worth to EEV net worth (continued)

Net acquired in-force business
The IFRS net worth includss net acquired in-lorce business of £1,327 5 midlion winch, on an EEV basis, I1s replaced by
the value of in-force business

Life division goodwill
The acquistion of RLG by Bntannic Group gave nse to goodwill of £112 O milhon of whuch £65 0 mulion was allocated
to the ife dmsion The life dwston goodwill (s excludad on an EEV basts

Life division fair value of distribution agreements
The acquisition of Abbey's life businesses gave nse to an mtangble asset on an IFRS basis of £100 0 mdbon of which
£7 B milion was amortised in the past acquistion penod This assat 15 axciuded on an EEV basis

intrinsic burmn through cost on PALAL

The EEV net worth 18 calculated after explicitly allowang for the intrinsse bum through cost on PALAL of £82 1 milbon
Under IFRS the burn through cost for PALAL 1s reflected in the net acquired in-force business, which 1s excludad on an
EEV bass

Market-consistent vatue of perpetual reset caprtal securtties
The IFRS net worth includes the perpetual reset caprtal securhes as equity The EEV nat worth 1s stated after deducting
the market-consistent value of these secunties

Minority interests

The IFRS net worth at December 2006 inciudes minonty interests relating to a property mvestment subsicliary as equity
The IFRS net worth at December 2005 ncluded ALG preference shares as equity The EEV net worth s stated after
deducting the value of these interests




P

7. Divisional analysis of market-consistent embedded value

A dmsional analysis of market-consistent embedded value 1s sat out below

Life Division Marth
Scattsh Mutual Assurance
Secottish Prowdent

Phoenix Life Assurance
Scottsh Mutual intematonal
Holding Companies

Total Ufe Division North

Scottish Provident intematonal
Life Assurance

Totat Lite Division Morth
and SPILA

Life Drvrston South

Phoenmx & London Life Assurance
Phoenux Life*

RLG With Profit Holdings
Mmordy interests

Total Life Oivisien Seuth
Management senicas

Asset management

Group

Embedded value (before debt
and perpetual resat capital
securities)

Perpetual reset capital securties
Resolubon pic servor debt
Resotubon term koan

SMA bonds

ALG preferenca shares
Embedded valuo

Time Total oal
[ ] vamuol Allcwnce ombedded ATheded

um Adpsted Cortpinly  optons  forcon-  Costaol vatoe at vaue o1

Wet  through ont equivaient mnd  market requimd 31 Dacemher 31 Oecember
worth cost  Goodwdl  worth VIF quarantoes risks capeal 2008 2005
m om &m & o & £m & £m £m
2069 - - BUBS AT (@D (473) 40§ 1,372 -
204 - - W04 3913 (102 (170) (99) 8408 -
280 - - 280 1686 - e 3 3853 -
1730 - - 173D w7 - 8 {1.5) 1976 -
36 - - 38 - - - - 38 -
15019 - - 15019 10593 (374 (BE)  (B18) 23843 -
478 - - 475 598 - fon - 106 4 -
1,549.5 - - 15485 11171 574) (119 (816 24697 -
3| (B2) - 2918 486 - - {415 x29 251
14995 - - 14885 1,1487 7 N3 (26 2517t 20793
(8.8 - - 8.8 - - - - 6.8y (1845
(154.0) - - {1540 - - - - ns4m -
1,128 1) - 18305 143 @1y (LN (801 28492 2138¢
583 - 100 68.3 - - - - 683 %)
644 - 1345 1089 - - - - 1889 1713
4674 - - 414 - - - {3.8) 4576 4749
38602 (R21) 1445 39126 27144  (B4B) (1497 [1515) 58417 258414
©04 1) - - BMT - - - - P4y (50
(547.4) - - {54 - - - - (5474) (866
(378.5) - - (B - - - - {378.6) -
(2148) - - a8 - - - - {2148) -
- - - - - - - - - (989
22155  (R21) 1445 22679 2M144  (B4B) (M482) (1515 41970 21409

() The comparative nchades the entities margad into Phoenx Life as part of the 2006 and 2005 fund memngers

(@ Minoaty interests relate to a property nvestment subsadiary of the Group's with-profit funds
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8. Analysis of market-consistent embedded value

Net worth

The EEV net worth at 31 Decernber 2006 reflacts the impact of changes made since the year end to simplify the
structure of LDS These changes have resutted in Resolution Lfe Umited (RLL} now owning all of the Group's ife
businesses, ncluding those of LON

RLL has been reclassified as a group entity It was previcusly categonsed as part of LDS There has also been a
reclassification of certain lpans from the ife comparies to RLL Where such loans represent long term financing they
hava been includad In the net assets of RLL Thesa loans total £1,800 milion from LDN and £324 7 mion from LDS

The £1,800 milion loans from LDN wera used to repay £1,300 milion of the Group’s outstanding bndging loan, £300
mifion was used to effect an intemal restructunng of LON and £200 milhon was retained as working capdal

Intnnsic burn through cost

The net worth of PALAL includes an intnnsic burn through cost of £82 1 midlion at 31 December 2006 This amount has

been denved from the results of the stochastc modeis and scenano testing which indicate that it ts appropnate to !
assurne that none of the £79 0 million loan made to the PALAL long-term fund in 2004 plus accumulated interest will be

repaid ‘

Cost of capital
The cost of capital at 31 December 2006 of £151 5 milllon reflects the mclusion of LDN and the revision of the PLL
caprtal management policy

Perpetual reset capital securties and external debt '
The consolidated balance sheet as at 31 December 2006 inciudes perpetual reset capital sacunties ('the notes”) with

a face value of £500 milion, term loans and semor debt ansing from the acquisthon of Abbey's kfe businesses and

subordinated debt with a face value of £200 mdion m relation to SMA The Resotutron pic senvor debt of £85 millon

was repad In August 2006

The notes have been included wittun the EEV at a market-consistent value The coupon payments will be £32 9 mulkon
per annum untl 25 Apnl 2016 in the event that the notes are not repaid on this date, the coupon rate wil be set at
2 73% above LIBOR

Resolution plc completad the purchase of preference shares, issued by Resolution Life Group Limited, from Royal &
Sun Alhance Insuranca Group pic for £100 mithon including accumutated dividends) on 31 March 2006 The market-
conastent value of the shares reported at 31 December 2005 was £98 9 mullion, based on the agreed pnce of £100
million less the impact of discounting for three months and gave nse to EEV profits of £19 2 mihon winch were reflected
in the sox months to 31 December 2005

The table below summanses the vatue of the notes and debit at 31 December 2006

Market-corgsten
Foce vatoe Y
an £m

Perpetual reset capital securties 500 0 504 1 '
Term loans 9300 26.0
SMA bonds 200 0 2145

Nat worth on en EEV basis a3 at 31 December 2006 1,630 0 15447




9. Cost of capital and required capital

EEVm
(2] Reguiatory EEV excess percentage
requoed mgured  over eeguiaiiey of regutatory Costol
copetad caprtal  required captal  regured capstad copdal
€m tm £m % £m
Life Dragton North
Shareholder capital supporting capital requirements 6870 428 A2 154% 616
With-profit fund capital supparting capital requrements 1LHoe 1,654 1 56.5 103% -
Life Dnsion South
Shargholder capital supporting caprial requrements 325 6281 2064 133% 1
With-profit fund caprtal supporting capital requeements 28328 2,578.4 542 110% -
SPILA
Sharehalder capital supporting caprial requirements 203 135 68 150% -
Total capiial supporting capital requirements
m tte dvisien at 31 December 2006 80830 53049 7581 114% "z
Sharsholder caprtal supparting Group credit rabng 1n40 - Nn4¢ wa 23
Total capiial supporting capital requirements
at 31 December 2006 61770 5304 9 a2t 116% 1515
Total capital supporting camital requirements
at 31 December 2005 32151 29071 080 1% 1001

EEV required capial was £6,177 0 mifion as at 31 December 2006, of which, £4,543 2 millkon s covered by with-profit
fund capital The remainng £1,633 8 milhon 1s covered by shareholder caprtal, the market-consistent cost of which s
£151 5 rufbon

The sensttivity of cost of caprtal
The mpact of decreasing the amount of ife compares’ required capital to the muimmum levels required by local
statutory regulations 15 included n the sensitvities n note 12

10. Assumptions

Economic assumptions

The giit yseld at 31 December 2006 was 4 6% {defined as the annualised return on the FTSE UK 15 yeer git index) The
nsk frea yeld curve at the valuation date was defined as the annually compounded UK nominal spot curve plus ten
basis paints Thus, the nsk free rate at 31 December 2006 was assumed to be 4 7% (31 December 2005 4 2%)

Hawving adopted a market-consistent bottom-up approach, the economic assumptions below affect only the denved nsk
ciscount rates and do not impact the market-consistent embedded value

The economic assumptions gross of tax (real world assumptions) and assumed marging over gilts are shown below

31 December 31 Decernber

&1 yoeid () 2008 2005

Asse! clasy + X margm oo Garty Totn Toa)
Gilts 9 46% - 45% 41%
Dther fed interest 5% 51% - 5.1% 46%
Index inked giits 8 21% 25% 465% 41%
Equiies — UK g+25% 29% 42% T1% 65%
Equiies - overseas g+25% 1.9% 52% T1% 66%
Property g+25% 71% - 71% 66%
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10. Assumptions (continued)

The rate of increase n the Retal Pnce Index (RPI) at 31 December 2006 12 assurned to be 3 3%, hased on the
difference between the annualised returns on the FTSE UK 15 year gilt ndex and the FTSE UK over 5 year index-tinked
gt ndex at 5% wflaton

The bonus rates projected 1n the EEV wall ba those wihich would be pad by each company basad on targeted
percentages of asset shares and the assumaed rates of investment return specifiad in the table above

The asset mx assumed IS based on the actual assets held at the valuation date in accordance with the investment
cntena for each company

Stochastic economic assumptions

The time value of opttons and guarantees s calculated using economic scanano generators provided by Bame and
Hibbert, calbrated to market conditions as at 31 December 2006 The same scenano generators are used for both
realistic balance sheet and EEV purposes

Nomnal interest rates are modelied using the LIBOR market model, calibrated to zero coupon bond ytekds plus ten
basis ponts The volatiity structure of forward rates 15 calibrated to the chserved volatbites on 20-year at-the-money
SWApHONS '

Real interast rates ara modellad usng the two-factor Vasicek model, calibrated to giits
Equity volatlity s calibrated to replicate the pnces on a range of FTSE options
A sampie of derved volatdities (by assat class) s provded in the table below

Sample wiiatiltes st 31 December 2008 (%)

Term (years} . ] 13 F. ] . k-]
5 year zero coupon bonds 8.3% 5.6% 5.0% 57% T6%
15 year A-rated comporate bonds T7.5% 71% BT% TA% 8%
Equity 185% 26.8% T 33I% 3B.0%

The time vatue of options and guarantees also allows for expected management actions and policyhotder response
to the varying external economic conditions simulated by the economic scenano generator Policyholder response has
been modelled based on hestoncal expenence Management actons have been set in accordance with the Prnciples
and Practices of Financial Management of each company

Risk discount rates

Having adopted a market-consistent bottom-up approach, a set of nsk discount rates were denved for each product
group by calculating the nsk discount rate under a traditonal embedded value approach that, together with the
8CONOMIC assumphons set out above, produces the same result as that denved using the market-consistent
embedded value approach




The demved nsk discount rates by product group are given below

With-profit Other  Wempist
PLLY PALAL SMA SPL Amudws  [in-inked  noo-proftt totad
Rsk free rate 47% 4T 4% 4AT% aT% AT% 47T% ™
tmpact of
Bottom-up market nsk 26% 02% {0.5%} 148% 1% 08% 0% 11%
Cost of oplions
- market fisks 05% 00% 20% 00% 1%
- nOn-market risks 02% 0.0% 51% 11% 2%
Other non-market nsk 05% 1.2% 15% am
Rusk discount rate at
31 Decentber 2006 80% % 11.3% 1.2% 84% 6T% 6% 0%
Risk discount rate at
39 kune 2006 TA% 5% 2.8% 78% 6.2% 6.5% 58% 8.5%

@ PLL ncludes the with-profit business of Brtanmc Assurance, Batannic Unit inked Assurance, Century Life, Phoenix Life & Pensions
and Alba Urte, followsng the compietion of the funds marger at 31 Dacermber 2006

The reduction in nsk discount rate for the PALAL with-profit fund i1s pamanly due to mproved matching of assets and
labiies and an increase in the level of requined capital N the cost of capital calcutation

The bum through cost for the SMA wath-profit fund has increased by £6 1 milion since 30 June 2006 resulting in an
ncrease of 1 5% in the denved nsk discount rate

The nsk discount rates shown under each of annuities, unst-inked and other non-profit business reflect the combined
denved nsk discountt rates for the comixined businesses of LDS and LDN

The key dnver of the increase in nsk discount rate for annuity business 18 a refinement in the denvation of the nsk free
rate for annuaty business n LDS to brng it in bne with a market-consistent vatuaton In addrhion, the yelds on the assets
backing the annuty business have increased over the penod

Expenses

For all comparies except SPILA, the projected per policy expenses are based on the existing management sennces
agreements with the management services dmsion, adjusted to allow for addiional costs ncurred directly by the life
companies (e g regulatory fees and one-time axpenses] For SPILA they are basad on actual expenses

The projected investment expenses are based on the fees agreed with the asset management business (or extemal
fund managers, where appropnate), allowng for the cument and projected future asset mix

Comorate expenses have not been capitaised and wall be included within the incurmed expenses for the management
services business i each year as they anse’

Other assumptions
Al other assumptions reflect the best estimate of future expenence and are rewewed regutarly in bght of emerging data
on both industry and comparny-specific expenence
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11. LDN new business (including SPILA}

For the hatt year
ended 31 Docomber 2006 Present
o T MED UER T
Smgle Regutsr equivalent prenthams contriushan cntitaton margtn
m 3] em &m em g %
Protection - 252 252 1445 104 152 10.2%
Investment 3484 02 350 315 16 17 05%
Penswons 08 27 28 171 01 01 08%
Annuries 78.2 - 74 190 42 8.1 1™
Total a4 M1 T0.8 5981 183 231 %

New business margin

The new business margin of 3 9% represents the ratio of pre-tax EEV contnbubion from new business to the present
valua of new business premums (PVNBF) The PYNBP 1s equal to new single premiums plus the expected prasent
valua of new regular premiums, and Is calcutated as at the end of year The expected new regular premiums n future
years are calculated on a consistent bass with the EEV contnbution from new busiess, using start of penod economic
and operating assumptions, discounted at nsk free rates

LDS new business, wiueh 18 compnsad pamanty of vesting anmuty businass, has been excluded from this analysis

12. Sensitivity to assumptions
The table below summanses the key sensitvittes to the EEV at 31 Decamber 2006

EEV sensttivities at 31 December 2006

Change tn Ghe

Change n tota) EEY of new business
Em % £m %

Base EEV at 31 December 2006 41970 2341

1% increasé o nsk discount rate (2181) 52 (28 my
1% decreasa in nisk freg rates e f| 07 g 16.8
10% decrease in equity/property market values (144 9) {3.5) (0 4} an
10% decrease mn lapse rates [0 09 3 134
10% icrease m lapse cates (8.3 o9 28 .y
5% decrease 0 mortalily - assurance a5 11 - -
5% decrease n mortality - annuibes . “rn am o1 04
Reduca required capital to reguiatory mmmum 385 09 04 17

Nota. New businass sensubvites axciude LOS new business.

1% increase in risk discount rates
This sensitvty has been shown to facditate companson between comparees The reduchon in the EEV of £219 1 millon
and vatue of new bustness of £2 6 milon anses from mncreasng the denved discount rates shown nnota 10 by 1%




1

1% decrease In risk-free rates

A decrease i nsk-free rates mpacts the EEV in several ways The intinnsic burn through costs on PALAL will increase
due to the lower assumed future Investment retums and, to a Iesser extent, the cost of inancial options and guaranteas
will ncrease within the other wath-profit funds  The market vatue of debt will also ncrease Thes will be offsat by the
upward revaluabon of fixed interest assets and a fall n the cost of captal The overall impact of the decrease in nsk-free
rates 18 an increase in the EEV of £27 4 milhon and a £3 9 millon increase in the value of new business

10% reduction in market vatues of equity and property assets

A 10% mmediate reducticon in the market values of equity and property assets leads to a £27 5 milon reduction in
shareholders’ adjusted net worth, a £117 4 milbon reduchon in the value of the m-iorce business and a £0 4 mullion
reduction in the value of new business

10% proportionate decrease In lapse rates and paid-up policy rates
A 10% decrease m lapse and pard-up rates across all products and comparves results in a £39 0 milkon increase in the
£V, and a £3 1 million increase in tha value of new business

10% proportionate increasse in lapse rates and paid-up policy rates
Similarty, 8 10% increase n lapse and paid-up rates across all procucts and companies resulls in a £36 3 mdlon
decrease in the EEV, and a £2 6 milhon decreass in the value of new business

5% proportionate decrease in mortality and morbidity {assurance)
A 5% decrease n base mortalty rates for assurance and mortadity rates for PHI busmess would result m a £47 5 miflion
increase in the EEV wath minimal impact on the vatue of new business

5% proportionate decrease in mortahty (annunties)
A 5% decrease in base mortaiity rates for annuity business would cause a £47 7 milion reduction in the EEV, and a
£0 1 miton reduction n the value of new business

Decrease in required capital to regulatory mimmum

Reducmng the amount of required caprtal held by the ife compares to the amount requred to meet the minmmum capetal
requirements set out In the locel statutory regutations would reduce the cost of capital by £38 5 mdion in the EEV, and
ncrease the value of new bustness by £0 4 mihon

Resolution




Notes to the pro forma

supplementary information
{continued)

13. Return on Embedded Value

Yezr ended Half year encied

31 December 31 December
2008 2005
% %
Contnbution from new business 07 ~
Expected retuen on value of in-force 52 36
Expected retun on shareholders” net worth 29 30
Lite dinstons’ expected EEV profit betors tex 88 66
Operating experience varances 03 30
Operating assumphon varances 07 <X}
Lite divisions' EEV operating profit before tax 8.8 64
Asset management 08 04
Management senices 04 01
Group tncome and charges 02 (04}
EEV operating profits before tax, finanting ard non-recimmng dems we 65
tmpact of financing 28 LA
Attnbuted tax charge on EEV operabing profits before non-recuming items “i )
EEV apesating profits after tax, before non-recumng items 06 51
Non-recurnng items a1 Js
Amoctisatan of asset management mtemaltsation cost [/ -
ECONGMIC expenence vanances 23 70
Effect of economic assumpbon changes 23 a6
Tax on non~ecurnng dems 3.2 21}
EEV profit after tax 188 122
Profit on acquisrbon of Abbey’s life businesses 48 -
Qther movements 01 05
Total retum on embedded vaiue ns 127

The table above shows the breakdown of the return on embedded value over the year ended 31 December 20068 The
starting ambedded value s £2,140 9 milion, net of the market-consistent valus of debt nstruments of £700 5 milkon at
31 December 2005 These values are adpssted to remove the goodwill and alfow for the tming of the nghts issue and
didend payments made

The EEV operating profits before tax, financing, and non-recumng items are based on the gross EEV (e befors the
market-consistant value of debt] These profits include both covered and non-covered business, the components of
which ane shown in the table abave The impact of the financng tem reflects the leverage on the retum on embedded
value created withun the Group through the use of debt nstruments, net of the cost of financing these INstruments

The 2005 figures represent the annuabsed return based on the half year to 31 December 2005




Shareholder information

Analysis of shareholders as at 31 December 2006

Private sharehoiders

Comorate shareholders

Size of holding

1 - 1000
1,001 - 2,000
2,001 5,000
5,000 - 50,000
50,001 100,000
100,001 and above
Total

Capital gains tax

As a result of the scheme of
amangement completed on

11 Novemnber 1998, adjusting for the
two for ane capialisation issues
made in 1988 and 1993 and the
aght for une nghts msue mada
2006 the Company's shares are
deemed to have a market value at
31 March 1982 of 26 82 pence per
ordinary 5 perce share

Registrar

Admrgstrative enquines concerming
sharehoidings m the Company
should be addressed to the registrar
who should also be kept informed of
any changse In the holder's address
The regrstrar can be contacted at

Lioyds TSB Registrars

Referenca 1513

The Causaway, Worthing

West Sussax BNS9 BDA
Telephone 0870 600G 3853
Textphone for shareholders with
heanng dificutties 0870 500 3950

Roiders % Shires hiid %
5,132 69.09 14 482,658 21
2323 P97 057972 g7.88
7515 100 00 685,161,830 100.00
3131 a8 1531291 022
1,500 1968 2,255,100 033
12 1705 4,183,455 081
1088 1388 14,785,747 216

108 144 7,564,728 110
M5 s;m 654,895479 %58
7515 10000 685,167,530 100.00

If shareholders would prefer to
recesve commurscabions from the
Company electronically, they may
register ther e-mail address with
Uoyds T38 Registrars by creating a
partioho on the Shareview website at
www shareview co uk The Company
will make amangements to seek
shareholders' consent for website
commumcabons in due course

I agdibon, the Shareview sarvice
enables Investors to check thar
hoidings in many other UK
companes and orgarsse ther
nvestments electromcally

This service 1s free, gasy 10

use and secure

The Company has amanged for
Shareview Dealing, a telaphone
and intermet share sale serice
offerad by Lloyds TSB Regstrars,

to be made avaiable to UK
sharsholders For lelephone sales
call OB70 850 (852 hetwesn 8 30 am
and 4 30 pm, Monday to Fnday, and
for internat sales log on to

www shareview co uk/dealing

You wilt need your sharshoider
reference number which 1s shown
on your share certificate

Sharsholders who do not currently
have therr dwvdends paid directly to
a bank or bulding socety account
and who wish to do 50 should
complete a mandate form obtainable
from the regrstrar Tax vouchers are
sent to the shareholder's registened
address under this arangement,
undess requested othermise

Share price information

On 31 December 2006, the mxidie
markat pnce of Resolution pic
ordinary 5 perce sharss was £6 41
per share, having vanad dunng the
yaar between a low of £5 38
fadpsted for the impact of the

9 August 2008 nghts issua) on

4 Apni 2006 and a high of £6 73
on 14 Novemnber 2006

On 9 August 2008 the Company
completed a nghis ssug, the terms
of which were eight new for every
rine existing ordinary shares at an

Resolution
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Shareholder information

(contmued)

issue pnce of £4 80 per new
ordinary share

The ISIN code/SEDOL (Stock
Exchange Daily Officsal List) number
of the Company’s ordinary shares Is
GBO004342563/0434256

Share pnce mformaton on

Resolution pic 1s widely avarlable in
the financial press and on financial
websites )

ShareGift

If shareholders have only a small
number of shares with a value that
makes it uneconomMic to sell them,
they may wish to consider donating
them to chanty through the ShareGift
scheme operated by the O
Mackintosh Foundation Further
information may be obtamed from
ther website at www sharegiit org or
by cafing 0207 828 1151

Annual general meeting

The 2007 annual general meeting
will be held on 6 June 2007 at The
Cumberiand, Great Cumbertand
Place, London W1A 4RF at

10 30am Sharsholders will recerve a
separate AGM crrcular containing a
notice of the meeting and detading
the resoluions being proposed

Shareholder warning -
unsolicited mail

Ower the last year many companes
have become aware that ther
shareholders have recesed
unsolbcated phone calls or
comespondence Concemung
Investment matters whuch imply

a connecton to the company
concemed These are typcally from
overseas based ‘brokers’ who target
UK sharehoiders offenng to sell them
what often turn out to be worthless
or high nsk shares m US or UK
mvesiments

They can be very persistent and
extramely persuasive and a 2006
survey by the Financial Services
Authonty (FSA) has reported that the
average amount lost by investors 1s
around £20,000 I s not just the
nowce rvestor that has been duped
m this way, many of the wctims had
been successfully nvesting for
several years Shareholders are
adwsed to be very wary of any
unsohoited acvice, offers to buy
shares at a discount or offers of

frea reporis into the Comparny

it you recerve any unsolicited
imvestmant advice

+ make sure you get the comect
name of the person and
orgarssahon and make a record
of any ather informaton they give
you, 8 g telephona mumber,
address etc

= check that they are propesty

authonsed by the FSA before
getting involved  You can check at
www fsa gov uk/regrster

« the FSA also mantains on its
websrte a bst of unauthonsed fms
who are targeting, or have
targeted, UK investors and ary
approach from such organsabons
shousd be reported to the FSA so

that thes st can be kept up to
date and any other appropnate
achon can be considerad If you
deal with an unauthonsed firm,
you would not be eligble to
recarve a payment under the
Financial Services Compensation
Scheme The FSA can, preferably,
be contacted by completing an
online form at

www fsa gov uk/pages/dong/ragul
ated/law/aterts/form shtm! or,
you do not have access to the
ntemet, on 0845 606 1234

« (nform our registrars on
0870 600 3853

Details of any sharedesiing factites
that the Company endorses will be
included in Company matngs
More detaled information on this
or simifar actmty can be found at
www fsa gov uk/consumer

Website

The Resolution pic webstta,
containng company profiles,
financial mformation and cumrent
neaws can be found at

waww resolutionplc com




Financial calendar 2007
Pretmninary announcament of 2006 results

Ex-dwdend date

" Record date for final dvdend
Annual general meeting
Payment of final dmdend
Intenm announcement
Ex-dmdend date
Record date for intenm dvdend

Payment of intenm dmdend

Auditors

Emst & Young LLP

1 More London Place
London SE1 2AF

Principal bankers
HSBC Barik pic

27-32 Poultry
London EC2P 28X

Corporate brokers
Goldman Sachs Intermational
133 Reet Stroet

London EC4A 288

Cigroup Global Markets Limited
33 Canada Square

Canary Whari

London E14 5LB

Media & investor
relations advisor

Temple Bar Acwvsory Limited
60 Cannon Street
London ECAN BLY

Company Secretary
Randal Barker

3 Apnl
30 May
1 June
6 June
15 June
18 September
3 October
5 October
26 October
Registered office
Resolution pic
Juxon House
100 St Paul's Churchyard
London EC4M 8BU

Tal 020 7489 4880
Fax Q20 7489 4850

ﬁegistered number
3524809
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Company No: 3524909

THE COMPANIES ACT 1985 TO 1989

PUBLIC COMPANY LIMITED BY SHARES

SPECIAL BUSINESS

RESOLUTION PLC A
A52 338

FRIDAY

("the Company") 08/06/2007

COMPANIES HOUSE
PASSED ON 6 JUNE 2007

At the Annual General Meeting of the Company duly convened and held at the Cumberiand,
Great Cumberland Place, London, W1A 6RF on 6 June 2007, the foliowing resolutions were
duly passed as SPECIAL BUSINESS

10.

1",

Authority to Allot Shares

THAT, 1n substitution for any previous authority, the directors be generally and
unconditionally authorised, pursuant to section 80 of the Companies Act 1985, 1o
exercise all powers of the Company 1o allot relevant secunties (within the meaning of
that section) up to an aggregate nominal amount of £11,419,870 for a penod expinng
(untess previously renewed, vaned or revoked by the Company in general meeting) on 5
June 2012 save that the Company may make an offer or agreement before such expiry
which would or might require relevant secunties to be allotted after the expiry of this
authonty and the directors may allot relevant securities pursuant to such offer or
agreement as If the authority conferred hereby had not expired

Dis-application of Pre-emption Rights (Special Resolution)

That, subject to the passing of resolution 10 in the notice of this meeting, the directors be
empowered, pursuant to section 85 of the Companies Act 1985 (the “Act’), to allot equity
securities (within the meaning of section 94 of the Act) for cash pursuant to the authonty
conferred on them by resolution 10 and/or where such allotment constitutes an allotment
of equity secunities by virtue of section 94(3A) of the Act as If section 89(1) of the Act did
not apply to any such aliotment provided that this power 1s imited to

a) the allotment of equity. securities in connection with a nghts issue, open offer or other
pre-emptive offer in favour of holders of ordinary shares in the capital of the
Company, excluding any holder holding shares as treasury shares, where the equity
securities respectively attnbutable to the interests of such ordinary shareholders on a
fixed record date are proportionate (as nearly as may be} to the respective numbers
of ordinary shares held by them subject to such exclusions or other arrangements i
connechon with the offer as the directors deem necessary or expedient

1} to deal with equity secunties representing fractional entitiements, or
) to deal with legal or practical problems ansing in any overseas terntory, the

requirements of any regulatory body or any stock exchange or any other matter
whatsoever, and



12

13

b)

the allotment {(otherwise than pursuant to sub-paragraph (a) above) of equity
secunties for cash up to an aggregate nominal amount of £1,712,981 for a penod
expinng (unless previously renewed, vaned or revoked by the Company in general
meeting) on 5 June 2012, save that the Company may before such expiry make an
offer or agreement which would or might require equity secunties to be allotted after
the expiry of this power and the directors may allol equity secunties pursuant to such
offer or agreement as if the power conferred hereby had not expired

Purchase of own shares by the Company (Speciat Resolution)

That the Company be generally and unconditionally authonsed to make market
purchases (within the meaning of section 163(3) of the Companies Act 1985) of ordinary
shares in the capital of the Company, provided that

a)

b)

d)

e)

the maximum number of ordinary shares hereby authonsed to be purchased shall be
68,519,259 (being approximately 10 per cent of the Company's issued ordinary share
capital),

the minimum pnce which may be paid for an ordinary share 1s an amount (exclusive
of expenses) equal to the nominal value of the share,

the maximum price which may be paid for an ordinary share 1s an amount (exclusive
of expenses) equal to 105% of the average of the middle market quotations for an
ordinary share, as denved from the London Stock Exchange Daily Official List, for the
five dealing days immediately preceding the day on which the ordinary share is
purchased,

unless previously revoked or varied, this authonty shall expire at the conclusion of
the next annual general meeting of the Company or on 5 December 2008, whichever
1s the earlier, and

the Company may make a contract to purchase ordinary shares under this authonty
before the expiry of such authonty, which will or may be executed wholly or partly
after the expiry of such authonty, and may make a purchase of ordinary shares
pursuant to any such contract (as if the authority conferred hereby had not expired)

Amendment of Articles of Association (Special Resolution)

That the Articles of Association of the Company be amended by making the
amendments referred to in Appendix 1 to the notice of this meeting and contained in the
printed copy of the proposed amended articles of association produced to the annual
general meeting and initialled by the Chairman for the purposes of identification

Company Secretary
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Company No 3524909

THE COMPANIES ACTS 1985 and 1989

PUBLIC COMPANY LIMITED BY SHARES

NEW
ARTICLES OF ASSOCIATION
OF
RESOLUTION PLC

(adopted by Special Resolution passed on 22 April 2004 and
as amended by Special Resolution passed on 6 June 2007)

PRELIMINARY
1. No regulations for management of a company set out in, or in any subordinate legislation
made under, any statute concerming companies shall apply as the articles or regulations
of the Company
2 In these Articles -
21 if not inconsistent with the subject or context -
*2006 Act” means the Compames Act 2006
*Act’ means the Companies Act 1985
*Acts" means the 2006 Act, the Act, the Companies Act
1989, the Regulations and all other statutes,
orders, regulatons or other subordinate
legislation for the time being in force conceming
companies registered under the Act or 2006 Act
so far as they apply to the Company
"address” includes any number or address used tor the
purposes of sending or receming documents or
information by electronic means
*Alternate Director” means an altemate director appomnted In

accordance with Article 97




“these Articles"

*Auditors”

*Board"

*calendar year”

“clear days"

‘connected with"

‘Directors”

"dividend"”

“Executive Director®

"Group”

‘holder”

"‘member”
"Office"
“Operator”

"paid®

"Register”

"Regulations”

"Seal”
"Secretary”

means thase Articles of Association as from time
to time altered

means the auditors for the time being of the
Company

means the Directors or any of them acting as the
board of directors of the Company

means a year from 1 January to 31 December
inclusive

means In relatton to the period of a notice that
penod excluding the day when the notice is gven
or deemed to be given and the day for which it 1s
gven or on which it 1s to take effect

in relation to a Director has the meaning given by
section 346 of the Act

means the directors for the time being of the
Company

means dividend or bonus

means a Director holdng any office or
employment or providing any services as referred
to in Article 109

means the Company and all Subsidiary
Undertakings for the time being

means in relation to any share the member
whose name 1s entered In the Register as the
holder of that share

means a member of the Company

means the registered office of the Company

means a person approved by the Treasury under
the Regulations

means paid or credited as pawd

means the register of members of the Company
and shall, so long as the Regulatons so permit or
require, include a related Operator register of
members

means the Uncertificated Securities Regulations
2001 (S 2001 No 3755)

means the common seal of the Company

means the secretary of the Company or any other
person appointed by the Board to perform the

2




2.2

23

24

2.5

2.6

27

duties of the secretary of the Company including
a joint, assistant or deputy secretary

“Subsidiary Undertaking® means a subsidiary undertaking of the Company

"Transfer Office" means the place where the Company's Issuer
register of members 1s for the time being situated

"UKLA" means the UK Listing Authonty, a dvision of the
Financial Services Authonty in its capacity as
competent authonty for the purposes of section
72 of the Financial Services and Markets Act

2000
“United Kingdom" means Great Britain and Northern Ireland
*in writing” means the representation or reproduction of

words, symbols or other mformation in a visible
form by any method or combination of methods,
whether compnsed in electronic form or
otherwise, and ‘“wntten® shall be construed
accordingly

year” means any penod of 12 consecutive months

words denoting the mascubne gender shall include the femimine and neuter
genders; words denoting the singular number shall include the plural number and
vice versa, words denotng persons shall include corporatons and
unincorporated associations,

save as provided above any words or expressions defined in the Act, the 2006
Act or the Regulations shall, if not inconsistent with the subject or context, bear
the same meaning,

all references to the Act, to any section or provision of the Act or to any other
statute or statutory prowision or subordinate legislation shall be deemed to
include a reference to any statutory re-enactment or modification thereof for the
time being in force (whether coming into force before or after the adoption of
these Articles),

references to a share (or a holding of a share) being in uncentficated form or In
certificated form are references, respectively, to that share being an
uncertificated unit of a secunty or a certificated unit of a secunty, :

any reference to a meeting shall not be taken as requinng more than one person
to be present n person If any quorum requirement can be satisfied by one
person;

any reference to a signature or to something being signed or executed includes
an electrontc signature or other means of venfying the authenticity of an
electronic communication which the Board may from time to tme approve, a
signature pnnted or reproduced by mechanical or other means or any stamp or
other distinctive marking made by or with the authonty of the person required to
sign the document to indicate 1t 1s approved by such person,




28 any reference to an “Instrument” means, uniess the contrary (s stated, a written
document hawving tangible torm and not compnsed 1n an electronic
communication,

29 subject to the Acts, a special or extraordinary resolution shall be effective tor any
purpose for which an ordinary resolution I1s expressed to be required and a
special resolution shall be effective for any purpose for which an extraordinary
resolution 1s required under these Articles, and

2.10  headings 10 these Articles are inserted tor convenience only and shall not affect

j construction.
SHARE CAPITAL
3 The share capttal of the Company on the adoption of these Articles 1s £13,000,000 dwided
into 260,000,000 ordinary shares of five pence sach '
VARIATION OF RIGHTS
4 Subject to the Acts, whenever the capttat of the Company 1s dvided into different classes

of shares, the nghts attached to any class of shares in issue may (unless otherwise
provided by the terms of issue of the shares of that class) from tme to time be vaned or
- abrogated, whether or not the Company is being wound up, aither with the consent in
wrihng of the holders of three-fourths in nominal value of the ssued shares of the class
(excluding any shares of that class held as treasury shares) or with the sanction of an
extraordinary resolution passed at a separate meeting of such holders (but not otherwise)

5 The special nghts conferred upon the holders of any shares or class of shares shall,
unless otherwise provided by these Articies or the terms of issue of the shares concerned,
be deemed to be vaned by a reduction of capital pard up on those shares but shall be ‘
deemed not to be vaned by the creation or issue of further shares ranking pan passu with ‘
them or subsequent to them The special nghts conferred on the holders of ordinary
shares shall be deemed not to be vaned by the creation or 1ssue of any further shares
ranking 1n prnionty to them nor shall any consent or sanction of the holders of ordmnary
shares be required under Article 4 to any vanation or abrogation effected by a resolution
on which only the holders of ordinary shares are entitied to vote

SHARES

6 Subject to the prowisions of the Acts and without prejudice to any nghts attached to any
existing shares, any share may be issued with such rnights or restrnctions as the Company
may by ordinary resolution determine, or in the absence of such determnation, or so far
as any such resolution does not make specific provision, as the Board may determine

7 Subject to the prowvisions of the Acts and to any resolution of the Company in general
meeting, all unissued shares of the Company shall be at the disposal of the Board which
may allot, grant options over or otherwise dispose of them to such persons, on such terms
and at such times as 1t may think fit

8 Subject to the prowisions of the Acls, shares may be issued which are to be redeemed or
are habile to be redeemed at the ophon of the Company or the holder on such terms and in
such manner as may be provided by or in accordance with these Articles

! The share capital of the Company was increased by ordinary resclution passed on 26 July 2005 from £13,000,000 to '
£25,000,000 by the creaton of an addrional 240,000,000 ordinary shares of § pence each and by ordinary resolutron '
passed on 17 July 2006 1o £50,000,000 by the creation of an addibonal 500,000,000 orchnary shares 1 of 5 pence each

4




10

12.

In addition to all other powers of paying commissions the Company may exercise the
powers of paying commissions conferred by the Acts Subject to the provisions of the
Acts, any such commission may be satisfied by the payment of cash or by the allotment of
fully or partly paid shares or partly in one way and partly in the other.

Except as required by law, no person shall be recognised by the Company as holding any
share upon any trust and (except as otherwise provided by these Articles or by law) the
Company shall not be bound to recognise any interest in any share except an absolute
nght to the entirety of the share in the holder

Shares may not be registered in the names of more than four persons jointly.
PROHIBITED SHARES
For the purposes of this Article

121 “Prohibited Share" means any US-held Share which the Directors decide 1s
beneficially owned by one or more US Residents who, if such US Residents were
aggregated with the total number of other US Residents who beneficially own
US-held Shares, would be in excess of the Pemmitted Maximum as defined in
Article 12 2,

“share” means any share or nght to substitute for or call for the issue of or to
convert into or exchange for a share In the issued share capital of the Company,

"US-held Share* means any share which the Diractors believe 1s benéflcnally
owned by one or more US Residents,

*US Resident” means a person resident in the United States of Amenca or its
territones, possessions or any other area subject to its junsdiction; and

any references in this Article to beneficial ownership shall be deemed to include
beneficial ownership by attnbution pursuant to Section 3(c)(1){A) of the
Investment Company Act of 1940 of the United States of Amenca and references
to "beneficial owner" or "beneficially owned” shall be construed accordingly

122  If at any time the Directors believe that the aggregate number of US Residents
who are beneficial owners of shares 1s more than 80 (“the Permitted Maxamum®)
then the Prohibited Shares may be dealt with in accordance this Article

12.3 It shall be for the Directors to decide whether or not a share is a Prohibited Share
but, In making any such decision, the Directors shall, so tar as practicable, have
regard to the order of date {insofar as the Directors are able to determine) Iin
which shares become US-held Shares and/or the relative numbers of the US-
held Shares held or beneficially owned by each retevant US Resident save

(a) n circumstances where such decision would in the opinton of the Directors
be inequitable, when the Directors shall apply such other criterion or cntena
as they constder approprnate, and

(b) n the case of shares which become US-held Shares at or around the same
time when the Directors shall be entitled to determine which of those US-
held Shares are to be treated as Prohibted Shares, in such manner
(whether by scaling-down or otherwise) as they shall in thew absolute
discretion decide
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124

125

12.6

12.7

128

Subject to the provisions of this Article 12, the Directors shafl, unless any Director
has reason to believe otherwise, be entitled to assume without enquiry that all
shares are not US-held Shares or Prohibited Shares Nevertheless, the Directors
may at any time give notice i wnting to the holder {or to any one of the joint
holders) of a share requinng him to make a declaration (in such form as the
Directors may prescnbe) within such reasonable period as may be specified In
the notice as to whether or not the share 1s a US-held Share If such holder fails
to comply with such notice, the Directors may, in their absolute discreton, treat
any share held by such holder as a Prohibited Share

The Directors may give notice in wnting to the holder {(or to any one of joint
holders) of any share which appears to them to be a Prohibited Share requirnng
him within twenty-one days (or such extended time as In ail the circumstances
the Directors shall consider reasonable) to transfer (and/or procure the disposal
of interests in) such share to another person so that it will cease to be a
Prohibited Share On and after the date of such notice, and until registration of
any such transfer, the share shall not confer any nght to receive notice of or to
attend or vote at general meetngs of the Company and of any class of holders of
shares and the nghts to attend {whether in person or by proxy), to speak and to
demand a vote on a poll which would have attached to the share had it not
appeared to the Directors to be a Prohibited Share shall vest in the Charrman of
any such meeting The manner in which the Chairman exercises or refrains from
exercising any such nghts shall be entirely at his discretion The Chairman of any
such meeting as aforesaid shall be informed by the Directors of any share
becoming or being deemed to be a Prohibited Share

If within twenty-one days after the giving of any notice pursuant to Article 12 5 (or
such extended time as in all the circumstances the Directors shall consider
reasonable) such notice i1s not complied with to the satisfaction of the Directors,
the Dwectors shall arrange for the Company to sell such share at the best price
reasonably cbtainable to any other person so that the share will cease to be a
Prohibited Share For this purpose, in the case of a share in certrficated form the
Direcltors may authonse in writing any officer or employee of the Company to
axecute on behalf of the holder or holders a transfer of the share to the purchaser
and may 1ssue a naw certificate to the purchaser or, in the case of a share in
uncertificated form, the Directors may take such other steps (including the giving
of directions to or on behalf of the holder or holders, who shall be bound by them)
as they think fit to effect the transfer. The net proceeds of the sale of such share
shall be recewed by the Company whose receipt shall be a good discharge for
the purchase money and shall be paid over by the Company to the former holder
or holders (together with interest at such rate as the Directors constder
appropnate) upon surrender by him or them of the certificate for the share

Any notice pursuant to Article 12 4, 12.5 or 12.6 may relate to more than one
share and shall in any event specify the share or shares to which it relates

The Directors shali not be required to give any reasons for any decision,
determination or declaraton taken or made in accordance with this Article 12

UNCERTIFICATED SHARES

The Company may -

131

132

1ssue shares and other secuntes which do not have certificates,

permit existing shares and other secunties to be held without certificates; and
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15.

133 permit any shares or other secunties held without certificates to be transferred
without an instrument of transfer

In each case in dematenalised form pursuant to the Regulations.

If the Company has any shares in issue which are in uncertficated form, these Articles will
continue to apply to such shares, but only insofar as they are consistent with -

14 1 holding those shares in uncertificated form;

142  transfernng ownership of those shares by using a relevant system,
143  any of the prowisions of the Regulations, and

144  any regulation laid down by the Board under Article 17

and, without prejudice to the generality of this Article, no prowvision of these Articles shall
apply or have effect to the extent that it 1s in any respect inconsistent with the
maintenance, keeping or entenng up by the Operator, so long as that 1s permitted or
required by the Reguiations, of an Operator register of secunties in respect of that class of
shares in uncertificated form.

Where any class of shares tn the capital of the Company 1s a participating security and the
Company i1s entitted under any prowisions of the Acts or the rules made and practices
instituted by the Operator or under these Articles to dispose of, forfeit, enforce a lien or
sell or otherwise procure the sale of any shares which are held in uncertificated form, such
entitement {to the extent permitted by the Regulations and the rules made and practices
instituted by the Operator) shall nclude the nght to -

151 require the conversion of any shares held in uncertificated form which are the
subject of any exercise by the Company of any such entitiement into certificated
form to enable the Company to effect the disposal, sale or transfer of such
shares,

152  direct the holder to take such steps, by instructions given by means of a relevant
system or otherwise, as may be necessary to sell or transfer such shares;

153  appoint any person to take such other steps, by instruction given by means of a
relevant system or otherwise, in the name of the holder of shares as may be
required to effect the transfer of such shares and such steps shall be as eftective
as if they had been taken by the holder of the shares concerned,

154  transfer any shares which are the subject of any exercise by the Company of any
such entittement by entenng the name of the transferee in the Register Iin respect
of that share as a transferred share;

155  otherwise rectify or change the Register in respect of that share in such manner
as may be appropnate, and

15.6  take such other action as may be necessary to enabie those shares to be
registered in the name of the person to whom the shares have been sold or
disposed of or as directed by him
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The Company shall be entitied to assume that the entries on any record of securties
maintained by it in accordance with the Regulations and regularly reconciled with the
relevant Operator register of secunties are a complete and accurate reproduction of the
particulars entered In the Operator register of securthes and shall accordingly not be liable
in respect of any act or thing done or omitted to be done by or on behalf of the Company
in rellance upon such assumption; in particular, any provision of these Articles which
requires or envisages that action will be taken n reliance on information contained in the
Register shall be construed to permit that action to be taken in rellance on information
contained in any relevant record of secunties (as so maintained and reconciled)

The Board may also lay down regulations which.-

171 govem the issue, holding and transfer and, where appropnate, the mechanics of
conversion and redemption of shares held in uncertificated form;

17 2 govem the mechanics for payments involving the relevant system, and

17.3 make any other provisions which the Board considers are necessary to ensure
that these Articles are consistent with the Regulations, and with any rules or
guidance of an Operator under the Regulations

If stated expressly, such regulations will apply instead of other relevant provisions in these
Articles relating to certificates and the transfer, conversion and redemption of shares and
other secunties and any other provisions which are not consistent with the Regulations

SHARE CERTIFICATES

Every member (other than a person who I1s not entitied to a certificate under the Acts)
upon becoming the holder of any shares in certficated form shall be enbtied without
payment to one certficate for all the shares of each class held by im in certficated form
and, upon transferrning a part of the shares comprnsed in a certificate, to a certficate for the
batance of such shares held n certificated form. Shares of different classes may not be
included in the same certficate. The Company shall not be bound to issue more than one
certificate for shares held jointly by several persons and delivery of a certficate to one
joint holder shall be a suffictent delivery to all of them.

Share certificates of the Company (other than letters of allotment, scnp certrficates and
other hke documents) shall, unless the Board by resolution otherwise determines, either
generally or in any particular case or cases, be issued under the Seal or under any official
seal kept by the Company by wirtue of section 40 of the Act Whether or not share
certficates are i1ssued under a seal, the Board may by resolution determine, either
generally or in any particular case or cases, that any signatures on any certificates for
shares, stock or debenture or loan stock (except where the trust deed constituting any
stock or debenture or loan stock provides to the contrary) or representing any other form
of secunty of the Company need not be autographic but may be applied to the certficates
by some mechanicai means or may be pnnted thereon or that such certificates need not
be signed by any person Every share certficate shall specify the number and class of
the shares to which it relates and the amount paid up on such shares




20

21.

22

23

24

25.
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27

If a share certificate 1s worn out, defaced, lost, stolen or destroyed, it may be renewed
without payment of any fee but on such terms (if any) as to evidence and indemmty with
or without secunty and otherwise as the Board requires and, in the case of a worn out or
detaced certficate, on delivery up of that certficate In the case of loss, theft or
destruction, the person to whom the new certificate 1s 1ssued may be required to pay to
the Company any exceptional out of pocket expenses incidental to the investigation of
evidence of loss, theft or destructton and the preparation of the requisite form of
indemnity

LIEN ON SHARES

The Company shail have a first and paramount lien on every share (not being a fully paid
share) for all moneys (whether presently payable or not) payable at a fixed time or called
in respect of that share The Board may at any tme declare any share to be wholly or in
part exempt from the provisions of this Aricle The Company's hen on a share shall
extend to any amount payable in respect of  and to any share or secunty issued in nght
of it

The Company may sell in such manner as the Board determines any share on which the
Company has a lien if the sum in respect of which the lien exists 1s presently payable and
1s not paid within 14 clear days after notice has been given to the holder of the share or to
the person entitled to it in consequence of the death or bankrupicy of the holder or
otherwise by operation of law, demanding payment and stating that # the notice 1s not
comphed with the shares may be sold

To give effect to a sale the Board may authorise some person to execute an instrument of
transfer or otherwise effect the transfer of the shares sold to, or in accordance with the
directions of, the purchaser. The purchaser shail not be bound to see to the application of
the purchase moneys, and the title of the transferee to the shares shall not be affected by
any trregulanty in or invahdity of the proceedings relating to the sale

The net proceeds of the sale, after payment of the costs of sale, shall be apphed in or
towards payment of so much of the sum for which the hien exists as I1s presently payable,
and any residue shall (upon surrender to the Company for cancellabon of the certificate, if
any, for the shares sold and subject to a like lien for any moneys not presently payable as
existed upon the shares before the sale) be paid to the person entitled to the shares at the
date of the sale.

CALLS ON SHARES

Subject to the terms of allotment, the Board may make calls upon the members in respect
of any moneys unpaid on their shares {(whether in respect of nominal value or premium)
and each member shall (subject to at least 14 clear days' notice having been given
specifying when and where payment is to be made) pay to the Company as required by
the notice the amount called on his shares A call may be required to be pard by
instalments A call may, before receipt by the Company of any sum due thereunder, be
revoked in whole or part and payment of a call may be postponed in whole or part. A
person upon whom a cali 1s made shall remain liable jointly and severally with the
successors In title to his shares for calls made upon him notwithstanding the subsequent
transfer of the shares in respect of which the call was made

A call shall be deemed to have been made at the hme when the resolution of the Board
authonising the call was passed

The joint holders of a share shall be jointly and severally hable to pay all calls in respect of
that share
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It a call rematns unpaid after it has become due and payable the person from whom the
sum s due and payable shall pay interest on the amount unpaid from the day it became
due and payable until it 1s paid at the rate fixed by the terms of allotment of the share or in
the notice of the call or, if no rate is fixed, at the appropnate rate, but the Board may waive
payment of the interest wholly or in part

An amount payable in respect of a share on allotment or at any fixed date, whether in
respect of nominal value or premum or as an instalment of a call, shall be deemed to be a
call and if it 1s not paid the prowisions of these Articles shall apply as if that amount had
become due and payable by virtue of a call

Subject to the terms of allotment, the Board may make arrangements on the issue of
shares for a difference between the holders in the amounts and times of payment of calls
on their shares.

The Board may, if it thinks fit, recerve from any member willing to advance t all or any part
of the moneys uncalled and unpard upon any shares held by him, and may pay upon alt or
any of the moneys so advanced (untl the same would but for such advance become
presently payable) interest at the appropnate rate or at such other rate as may be agreed
between the Board and such member, subject to any directions of the Company In
general meeting

FORFEITURE AND SURRENDER OF SHARES

It a call remains unpaid after it has become due and payable the Board may give to the
person from whom it is due not less than 14 clear days' notice requiring payment of the
amount unpaid together with any interest which may have accrued and any costs, charges
and expenses incurred by the Company by reason of such non-payment The notice shali
name the place where payment i1s to be made and shall state that ¢ the notice 1s not
complied with the shares in respect of which the call was made will be habie to be
forfeited

If the notice 1s not complied with any share in respect of which it was given may, before
the payment required by the notice has been made, be forfeited by a resolution of the
Board and the forfeiture shall include all dividends or other moneys payable in respect of
the forferted share and not pawd before the forfeiture  The Board may accept upon such
terms and conditions as may be agreed a surrender of any share liable to be forfeited and,
subject to such terms and conditions, a surrendered share shall be treated as i it had
been forfeited.

Subject to the prowisions of the Acts, a forfeited share may be sold, re-allotted or
otherwise disposed of on such terms and in such manner as the Board determines either
to the person who was before the forfeiture the holder or to any other person and at any
time before sale, re-allotment or other disposttion the forfeiture may be canceited on such
terms as the Board thinks fit Where for the purposes of its disposat a forfeited share 1s to
be transferred to any person the Board may authonse some person to execute an
instrument of transfer or otherwise effact the transfer of the share to that person

10
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A person any of whose shares have been forfeited shall cease to be a member in respect
of them and shail surrender to the Company for cancellation the certificate, if any, for the
shares forferted but shall remain hable to the Company for all moneys which at the date of
forfeiture were presently payable by him to the Company in respect of those shares with
interest at the rate at which interest was payable on those moneys before the forfeiture or,
if no interest was so payable, at the appropnale rate from the date of the forfeiture unti
payment but the Board may waive payment wholly or in part or enforce payment without
any allowance for the value of the shares at the time of forfeture or for any consideration
recewved on their disposal.

A statutory declaration by a Director or the Secretary that a share has been forfeited or
sold to satisfy a hen of the Company on a specified date shall be conclusive evidence of
the facts stated in 1t as against all persons claimng to be enttled to the share ‘and the
declaration shall (subject to the execution of an instrument of transfer if necessary)
constitute a good title to the share and the person to whom the share i1s disposed of shall
not be bound to see to the application of the consideration, if any, nor shall his title to the
share be affected by any iregulanty i or invalidity of the proceedings relating to the
forfeiture, sale or disposal of the share

TRANSFER OF SHARES

A share held in certficated form may be transferred by an instrument of transfer in any
usual form or in any other form which the Board may approve, which shall be executed by
or on behalf of the transferor and, unless the share I1s fully paid, by or on behalf of the
transferee A share held in uncertificated form may be transferred by means of a relevant
system The transferor shall be deemed to remain the holder of the share unti the
transferee is entered on the Register as its holder '

The Board may, in the case of shares held in certificated form, n its absolute discretion
refuse to register the transfer of a share which 1s not fully paid but shall not be bound to
specify the grounds upon which such registration i1s refused prowvided that, where any such
shares are admitted to the Official List of the UKLA, such discretion may nol be exercised
It such a way as to prevent dealings i the shares of that class from taking place on an
open and proper basis

The Board may also refuse to register a transfer of shares held in certficated torm unless
the instrument of transfers -

391 duly stamped or duly certified or otherwmise shown to the satisfaction of the Board
to be exempt from stamp duty, lodged at the Transfer Office or at such other
place as the Board may appoint and (save In the case of a transfer by a person to
whom no certficate was issued in respect of the shares In question)
accompanied by the certificate for the shares to which it relates, and such other
evidence as the Board may reasonably require to show the nght of the transferor
to make the transfer and, f the nstrument of transfer 1s executed by some other
person on his behalt, the authonty of that person so to do,

392  nrespect of only one class of shares, and
393 infavour of not more than four transferees
If the Board refuses to register a transfer of shares heid in certificated form, it shall within

two months after the date on which the transfer was lodged with the Company send to the
transferee notice of the refusal

11
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Registration of a transfer of an uncertificated share may be refused in circumstances set
out In the Regulations and where, in the case of transter to joint holders, the number of
jomnt holders to whom the uncertificated share 1s to be transferred exceeds four

No fee shall be charged for the registration of any instrument of transter or other
document relating to or affecting the ttle to any share or for making any entry in the
Register affecting the title to any share

The Company shall be enttled to retain any instrument of transfer which 1s registered, but
any instrument of transfer which the Board reluses to register shall be retumned to the
person lodging it when notice of the refusal 1s given.

For all purposes of these Articles relating to the registration of transfers of shares, the
renunciation of the allotment of any shares by the allottee in favour of some other person
shall be deemed to be a transfer and the Board shall have the same powers of refusing to
give effect to such a renunciation as if it were a transfer.

TRANSMISSION OF SHARES

It a member dies the survivor or survivors where he was a joint holder, and his personal
representatives where he was a sole hoider or the only survivor of joint holders, shall be
the only persons recognised by the Company as having any title to his interest, but
nothing contained In these Articles shall release the estate of a deceased member from
any liability in respect of any share which had been held (whether solsly or jointly) by him.

A person becoming entitled to a share in consequence of the death or bankruptcy of a
member or otherwise by operation of law may, upon such evidence being produced as the
Board may properly require and subject as subsequently provided in these Articles, elect
etther to become the holder of the share or to have some person nominated by him
registered as the transferee If he elects to become the holder he shall give notice to the
Company to that effect If he elects to have another person registered he shall, if the
share 15 held in certificated form, exacute an instrument of transfer of the share to that
person or, if the share 1s held in uncertificated form, transfer the share to that person by
way of a relevant system. All the provisions of these Articles relating to the transfer and
the registration of transfers of shares (inciuding any nght to refuse to register any transfer)
shall apply to the notce or transfer as if it were a transfer by the member and the death or
bankruptcy of the member or other event gving nse to the entitiement had not occurred

Subject to any other prowisions of these Articles, a person becoming entitied to a share in
consequence of the death or bankruptcy of a member or otherwise by operation of law
shall have the nghts to which he would be entitled if he were the holder of the share,
except that he shall not, before being registered as the holder of the share, be entitled in
respect of it to receive notice of or to attend or vote at any meeting of the Company or. at
any separate maeting of the holders of any class of shares in the Company The Board
may at any time give notice requinng any such person to elect either to be registered
hmself or to transfer the share and if the nohice 1s not comphed with within 60 days the
Board may thereafter withhold payment of all dwvidends or other moneys payable In
respect of the share until the requirements of the notice have been complied with

UNTRACEABLE SHAREHOLDERS
The Company shall be entitled to sell at the best pnice reasonably obtainable any shares

of a member or the shares to which a person i1s entitled by virtue of transmission on death
or bankruptcy or otherwise by operation of law If and prowided that -

12
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481 for a penod of twelve years, no cash dividend payable in respect of the shares
has been claimed, no cheque or warrant sent by the Company through the post
tn a pre-paud envelope addressed to the member or to the person entitled to the
shares at his address on the Register or (f different) the last known address
given by the member or the person so enttled to which cheques and warrants
are to be sent has been paid, each attempt to make a payment in respect of the
shares by means of bank transfer or other method for the payment of dvidends
or other moneys In respect of shares has failed and no communication has been
received by the Company from the member or the person so enttled (in his
capacity as member or person entitled),

48 2 in such pernod of twelve years at least three dividends {whether interim or final)
have become payable on the shares,

483 the Company has at the expiration of the said period of twelve years by
advertisement in both a national newspaper and in a newspaper circulating in the
area In which the address referred to in Article 48 1 1s located given notice of its
intention to sell such shares, and

484 dunng the penod of three months following the publication of the said
adverisements the Company has received no communcation in respect of such
share frgm such member or person entitled

it at any nme dunng or after the said penod of tweive years further shares have been
issued in nght of those held at the commencement of that penod or of any 1ssused in nght

‘dunng that penod and, since the date of issue, the requirements of Articles 48 1 1o 48 4

have been satishied in respect of such further shares, the Company may also sell the
further shares.

To gve effect to a sale pursuant to the preceding Article the Board may authonse some
person to execute an instrument of transfer or otherwise effect the transfer of the shares
to be sold. If the shares concerned are in uncerificated form, in accordance with the
Regulations, the Company may issue a wniten notfication to the Operator requinng
conversion of the shares into certficated form The purchaser shall not be bound to see
to the application of the purchase moneys and the title of the transferee to the shares shall
not be affected by any wregularty in or invalidity of the proceedings relating to the sale
The net proceeds of sale shall belong to the Company which shail be obliged to account
to the former member or other person previously entitled to the shares for an amount
equal to the net proceeds, which shall be a debt of the Company, and shall enter the
name of such former member or other person in the books of the Company as a creditor
for such amount. No trust shall be created and no interest shall be payable in respect of
the debt, and the Company shall not be required to account for any money eamed on the
net proceeds, which may be employed in the business of the Company or invested. in
such investments for the benefit of the Company as the Board may from time to time
determine

DISCLOSURE OF INTERESTS
For the purposes of this Article, uniess the context otherwise requires -
5011 ‘“disclosure notice® means a notice 1ssued by or on behalf of the Company
requinng disclosure of interests in shares pursuant to section 793 of the 2006
Act,
5012 ‘“specified shares” means all or, as the case may be, some of the shares
specified In a disclosure notice,
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5014

5015

5016

50.1.7

50.18

5019

50110

"restrictions” means one or more, as the case may be, of the restnictions
referred to in Article 50 3,

“restriction notice® means a notice issued by or on behalf of the Company
stating, or substantally to the effect, that (unhl such time as the Board determmnes
otherwise pursuant to Article 50 4) the specified shares referred to therein shall
be subject to one or more of the restnictions stated therein,

‘restricted shares” means all or, as the case may be, some of the specified
shares referred to in a restnction notice,

a person other than the member holding a share shall be treated as appeanng to
be interested in that share if.-

(a) the member has informed the Company, whether under any statutory
provision relating to disclosure of interests or otherwise, that the person is,
or may be, or has been at any time dunng the three years immediately
preceding the date upon which the disclosure notice s 1ssued, so
interested; or

(b} the Board (after taking account of any information obtained from the
member or, pursuant 10 a disclosure nctice, from any other person) knows
or has reasonable cause to believe that the person 1s, or may be, or has
been at any tme during the three years immediately preceding the date
upon which the disclosure notice Is 1ssued, so interested, or

{c) n response to a disclosure notice, the member or any other person
appeanng to be so interested has falled to establish the identities of all
those who are so interested and (after taking into account the rasponse and
any other relevant information) the Board has reasonable cause to believe
that such person i1s or may be so interested,

"connected” shall have the meaning given to it in section 839 of the Income and
Corporation Taxes Act 1988;

"interested" shall be construed as it 1s for the purpose of section 793 of the 2006
Act,

‘recognised investment exchange” shall have the same meaning as in the
Financial Services and Markets Act 2000, and

for the purposes of Artictes 50 2.2 and 50.4 the Company shall not be treated as
having recerved the information required by the disclosure notice in accordance
with the terms of such disclosure notice in circumstances where the Board knows
or has reasonable cause to believe that the nformation prowided 1s false or
matenally incorrect

Notwithstanding anything in these Articles to the contrary, ff -

5021

50.22

a disclosure notice has been served on a member or any other person appearing
to be interested in the specified shares; and

the Company has not receved (In accordance with the terms of such disclosure

notice) the information required therein 1n respect of any of the specified shares
within 14 days after the service of such disclosure notice,
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50.4
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then the Board may (subject to Article 50 7) deterrmine that the member holding the
specified shares shall, upon the issue of a restnction notice refernng to those specified
shares In respect of which information has not been received, be subject to the restnctions
referred to in such restnction notice, and upon the issue of such restncton notice such
member shall be so subject As soon as practicabie after the i1ssue of a restnction notice
the Company shall serve a copy of the notice on the member holding the specified shares

The restnctions which the Board may determine shall apply to restincted shares pursuant
to thus Article shall be one or more, as determined by the Board, of the following:-

50.31 that the member holding the restncted shares shall not be entitied, in respect of
the restncied shares, to attend or be counted in the quorum or vote either
personalty or by proxy at any general meeting or at any separate meeting of the
holders of any class of shares or upon any poll or to exercise any other nght or
pnvilege In relation to any general meeting or any meeting of the holders of any
class of shares;

50 32 that no transfer of the restncted shares shall be effective or shall be registered by
the Company, provided that where the restncted shares are held in uncertficated
form registraton of a transfer may only be refused f pemmitted by the
Regulations,

5033 that no dwvidend (or other moneys payable) shall be paid in respect of the
restncted shares and that, in circumstances where an offer of the nght to elect to
receive shares Instead of cash in respect of any dividend 1s or has been made,
any election made thereunder in respect of such specified shares shall not be
effective ’

The Board may determine that one or more of the restrictions imposed on restricted
shares shall cease to apply at any tme  If the Company receives in accordance with the
terms of the relevant disclosure notice the information required therein in respect of the
restncted shares all restrictions imposed on the restncted shares shall cease to apply
seven days after receipt of the information In addition, in the event that the Company
recewves notice of a transfer in respect of all or any restncted shares, which would
otherwise be gven effact to, pursuant to a sale:-

50 4 1 on a recognised investment exchange, or

50.4 2 on any stock exchange outside the United Kingdom on which the Company’s
shares are normally dealt, or

50 4.3 on the acceptance of a takeover offer (as defined In section 974 of the 2006 Act)
for the shares of the class of which such restncted shares form part,

to a party not connected with the member holding such restncted shares or with any other
person appeanng to be interested ¢ such restncted shares, then all the restnictions
imposed on such restricted shares shall cease to apply with effect from the date on which
any such notice as aforesawd 1s received by the Company provided always that f, within
ten days after such receipt, the Board decides that it has reasonable cause to believe that
the change in the registered holder of such restrnicted shares woutd not be as a result of
an arm's length sale resulting in a matenal change in the beneficial interests in such
restricted shares, the restnctions imposed on the restncted shares shall continue to apply

Where the Board makes a decision pursuant to the proviso to Article 50 4, the Company

shall notify the purported transferee of such decision as soon as practicable and any
person may make representations in writing to the Board concerning any such decision
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The Company shall not be liable to any person as a result of having imposed restrictions
or deciding that such restrichions shall continue to apply if the Board acted in good faith.

Where dividends or other moneys are not paid as a resuit of restnctions having been
wposed on restricted shares, such dividends or other moneys shall accrue and, upon the
relevant restricion ceasing to apply, shall be payable (without interest) to the person who
would have been entitied had the restnction not been mposed

Where the aggregate number of shares of the same class as the specified shares in which
any person appearing to be interested in the restrnicted shares (together with persons
connected with lum) appears to be interested represents less than 025 per cent (in
nominal value) of the shares of that class in 1ssue (excluding any shares of that class held
as treasury shares) at the time of service of the disclosure notice In respect of such
spectfied shares only the restrichon referred to in Article 50 3 1 may be determined by the
Board to apply

Shares i1ssued in nght of restricted shares shall on 1ssue become subject to the same
restnctions whilst held by that member as the restncted shares in nght of which they are
issued For this purpose, shares which are allotted or offered or for which applications are
invited {whether by the Company or otherwise) pro rata (or pro rata ignonng fractional
entittements and shares not allocated to certain members by reason of legal or practical
problems associated with offering shares outside the United Kingdom) shall be treated as
shares 1ssuad in nght of restncted shares

The Board shall at all imes have the nght, at its discretion, to suspend, in whole or in pan,
any restnction notice given pursuant to this Article ether permanently or for any given
penod and fo pay to a trustee any dividend payable in respect of any restricted shares or
in respect of any shares 1ssued in nght of restncted shares Notice of any suspension,
specifying the sanctions suspended and the penod of suspension, shall be given to the
relevant holder in wnting within seven days after any decision to wnplement such a
suspension

The imitations on the powers of the Board to impose and retain restrictions under this
Article are without prejudice to the Company's power to apply to the court pursuant to the
Acts to apply these or any other restnctions on any conditions.

ALTERATION OF SHARE CAPITAL
The Company may by ordinary resolution--

51.1 increase s share capital by new shares of such amount as the resoiution
prescnbes,

512  consolidate and divide all or any of its share capital into shares of larger amount
than its existing shares,

513 subject to the provisions of the Acts, sub-divide its shares, or any of them, into
shares of smaller amount and the resolution may determine that, as between the
shares resulting from the sub-division, any of them may have any preference or

advantage or deferred nghts or be subject to any restrictions as compared with
the others; and

514  cancel or reduce the nominal value of shares which, at the date of the passing of
the resolutton, have not been taken or agreed to be taken by any person and
diminish the amount of its share capital by the amount of the shares so cancelled
or the amount of the reduchon
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Upon any consolidation of shares into shares of larger amount the Board may settle any
difficulty which may anse with regard to such consolidation and in particular may, as
between the holders of shares so consolidated, determine which shares are consolidated
into each consolidated share and in the case of any shares registered in the name of one
member being consolidated with shares registered in the name of another member the
Board may make such arrangsments for the allotment, acceptance and/or sale of shares
representing fractional entittements to the consolidated share or for the sale of the
consolidated share and may sell the fractions or the consolidated share either upon the
market or otherwise to such person at such time and at such price as it may think it For
the purposes of giving effect to any such sale the Board may authonse some person to
execute an instrument of transfer of the shares or fractions sold to, or In accordance with
the direchons of, the purchaser The purchaser shall not be bound to see to the
application of the purchase moneys nor shall his title to such shares be affected by any
irregulanty in or invalidity of the proceedings relating to the sale The Board shall
distnbute the net proceeds of sale among such members rateably in accordance with their
nghts and interests in the consclidated share or the fractions provided that the Board shall
have power when making such arrangements to determine that no member shall be
entitled to receve such net proceeds of sale unless his entitlement exceeds such amount
as the Board shall determine (not exceeding £3 per holding) and if the Board exercises
such power the net proceeds of sale not distnbuted 10 members as a result shall belong
absolutely to the Company.

Subject to the prowisions of the Acts, the Company may by special resolution reduce its
share capital, any capital redemption reserve and any share premium account or other
undistnbutable reserve in any way

PURCHASE OF OWN SHARES

Subject to the prowisions of the Acts, the Company may purchase its own shares
(including any redeemable shares) and any shares to be so purchased may (subject to
any resolution of the Company in general meeting) be selected by the Board m any
manner

GENERAL MEETINGS

All general meetings other than annual general meetings shall be called extraordinary
general meetings

The Board may call general meetings and, on the requisition of members pursuant to the
provisions of the Acts, shall forthwith convene an extraordinary general meeting. |f there
are not sufficient Directors capable of acting to call a general meeting, any Director may
call a general meeting. If there 1s no Director able to act, any two members may call a
general meeting for the purpose of appointing Directors

NOTICE OF GENERAL MEETINGS

Unless consent to short notice s obtained In accordance with the provisions of the Acts,
an annual general meeting or an extraordinary general meeting called for the passing of a
special resolution shall be called by at least 21 clear days' notice. All other extracrdinary
general meetings shall be called by at least 14 clear days' notice. Subject to the
prowisions of these Articles and to any restnctions imposed on any shares, every notice of
meeting shall be given to all the members, all other persons who are at the date of the
notice entled to receive notices from the Company and to the Directors and Audtors
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61.

Every notice of meeting shall specify the place, the day and the time of the meeting and,
in the case of special business (within the meaning of Article 60), the general nature of the
business to be transacted and, in the case of an annual general meeting, shall specify the
meeting as such Every notice caling a meeting for the passing of an extraordinary or
special resolution shall specity the intention to propose the resolution as an extraordinary
or special resolution (as the case may be) and the terms of the resolution. Every notice of
meeting shall state with reasonable prominence that a member entitled to attend and vote
1s entitted to appoint one or more proxies to attend and vote instead of him and that a
proxy need not be a member

The accidental omission to give notice of a meeting, or to send an instrument of proxy or
invitation to appoint a proxy as provided by these Articles, to any person enfitled to
receive the same, or the non-receipt of a notice of meeting or instrument of proxy or
invitation to appoint a proxy by such a person, shall not invalidate the proceedings at that
meeting

PROCEEDINGS AT GENERAL MEETINGS

All business shall be deemed special that is transacted at an extraordinary general
meeting, and all business that I1s transacted at an annual general meeting shall also be
deesmed special with the exception of:-

60.1 the laying, consideration and/or approval of the reports of the Directors and
Auditors, the annual accounts and any other documents required to accompany
or to be annexed to them,

602 the sanction and declaration of dnvidends,

603 the election and re-election of Directors to fill vacancies caused by Directors
retiring under these Articles, and

60 4 the appointment of auditors where special notice of such appointment 1s not
required by the Act and the fixing or determination of the manner of fixing of their
remuneration

No business shall be transacted at any general meeting unless a gquorum s present when
the meeting proceeds to business. The absence of a quorum shall not preclude the
appointment of a chairman in accordance with the prowisions of these Articles, which shall
not be treated as pan of the business of the meeting. Two members present in person or
by proxy and entitied to vote upon the business to be transacted at the meeting shall be a
quorum.

If such a quorum s not present within 15 minutes (or such longer tme not exceeding one
hour as the chairman of the mesting may decide to wart) from the time appointed for the
meeting, the meeting, if convened on the requisthon of or by members, shall be dissolved
In any other case 1t shall stand adjourned to the same place and time one week later, or to
such day (not being more than 28 days after the date appointed for the meeting) and to
such time and place as the Board may determine. If the meeting is adjouned for 14 days
or more, not less than five days' notice thereof shall be given by advertisement In one
national newspaper, but no other notice shall be required H at any such adjourned
meeting a quorum 1S not present within 15 minutes from the tme appointed for the
meeting, the member present in person or by proxy and entitied to vote upon the business
to be transacted at the meeting shall be a quorum
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The Board may make any security arrangements which 1t considers appropriate relating to
the holding of a general meeting of the Company including, without limitation,
requirements for evidence of identty to be produced by those attending the meeting,
arranging for any person attending a meeting to be searched and for tems of personal
property which may be taken into a meeting to be rastricled A Dwector or the Secretary
may -

631 refuse entry to a meeting to any person who refuses to comply with any such
arrangements, and

632 eject from a meeting any person who causes the proceedings to become
disorderly.

The chairman (if any) of the Board or in his absence the deputy chairman (if any) shall
preside as charman at every general meeting of the Company If there 1s no such
charman or deputy chairman present and willing to act as chairman at any meeting within
five minutes after the time appointed for holding the meeting the Directors present shall
choose one of their number to be chairman and, if there 1s only one Director present and
willing to act, he shal! be chawman If no Director 1s wlling to act as chatrman, or if no
Birector ts present within five minutes after the time apponted for holding the meeting, the
members present in person or by proxy and entitled to vote shall choose one of their
number to be chairman of the meeting

A Drrector shall be entitled to attend and speak at any general meeting and at any
separate meeting of the holders of any class of shares in the Company, notwrthstandlng
that he 1s not a member, or not a holder of the class of shares in question.

The chairman of a meeting at which a quorum is present may, with the consent of the
meeting {(and shal if so directed by the meeting), adjourn the meeting from time to time
and from place to place and, f it appears to the chawyman that it 1s hkely to be
impracticable to hoid or continue the meeting, because the number of persons attending
or wishing to attend cannot be conveniently accommeodated in the place appotnted for the
meeting, or the unruly conduct of persons attending the meeting prevents or 1s ikely to
prevent the continuation of the business of the meeting, he may adjourn the meeting to
another time and place without the consent of the meeting No business shall be
transacted at any adijoumed meeting other than business which might properly have been
transacted at the meeting had the adjoumment not taken place When a meetng is
adjourned for 30 days or more {otherwise than due to the absence of a quorum) or without
a time and place for the adjourmned meeting being fixed, at least seven clear days' notice of
the adjourned meeting shall be given in the same manner as in the case of the ongnal
meeting Otherwise It shall not be necessary to give any such notice

A general meeting may be held at more than one place -

671 the notice convening the meeting specifies that it shall be held at more than one
place, or

67 2 the Board resolves, after the notice convening the meeting has been given, that
the meeting shall be held at more than one place, or

67 3 it appears to the chairman of the meeting that the place of the meeting specified

in the notice convening the meeting I1s inadequate to accommodate all persons
entitted and wishing to attend
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A general meeting held at more than one place 1s duly constituted and its proceedings are
vald f (in additicn to the other prowvisions of these Articles relating to general meetings)
the chairman of the meetng 1s satisfied that there are adequate facilities to enable each
person present at each place to participate in the business for which the meeting has
been convened, hear and see all persons present who speak, whether by the use of
microphones, loudspeakers, audio-visual communications equipment or otherwise
(whether in use when these Articles are adopted or developed subsequently) and have
access to all documents which are required by the Acts and these Articles to be made
avallable at the meeting. Each person present at each place in person or by proxy and
entitted to vote shall be counted in the quorum for, and shall be entitied to vote at, the
meeling. The mesting 1s deemed to take place at the place at which the chairman of the
meeting 1s present

No amendment or proposed amendment to a resolution shall be considered or voted upon
by the members at any general meeting or adjourned general meeting unless -

68.1 in the case of a resolution duly proposed as a special or extraordinary resolution
it 1s a mere clencal amendment to correct a patent error, or

68.2 in the case of a resolution duly proposed as an ordinary resolution either the
Company shall have receved wntten notice of the amendment or proposed
amendment and of the intention of the proposer to attend and propose 1t at least
48 hours before the time fixed for the general meeting or the chairman of the
meeting in his absolute discretion shall decide that the amendment or amended
resolution should be constdered and put to the vote

With the consent of the charman, an amendment may be withdrawn by its proposer
before it 15 put to the vote If the charman of the meeting n good fath rules an
amendment to a resolution out of order, the proceedings on the substantive resolution
shall not be invalidated by any error in such ruling

At any general meeting a resolution put to the vote of the meeting shall be decided on a
show of hands unless betore, or on the declaration of the result of, the show of hands, or
on the withdrawal of any other demand for a poll, a poll 1s demanded by:-

69 1 the chairman of the meeting, or

692  atleast five members present in person or by proxy having the nght to vote at the
meeting; or

693 a member or members present in person or by proxy and representing not less
than one-tenth of the total voting nghts of all the members having the nght to vote
at the meeting (excluding any voting nghts attached to any shares in the
company held as treasury shares), or '

694 a member or members present in person or by proxy holding shares in the
Company conferring a nght to vote at the meeting, being shares on which an
aggregate sum has been patd up equal to not less than one-tenth of the total sum
paid up on all the shares confemng that nght (excluding any shares in the

company confernng a nght to vote at the meeting which are held as treasury
shares); or

695 any member present in person or by proxy in the case of a resolution to confer,

vary, revoke or renew authonty or approval for an off-market purchase by the
Company of its own shares,
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and a demand by a person as proxy for a member shall be the same as a demand by the
member.

Unless a poll I1s duly demanded and the demand 1s not withdrawn, a declaration by the
chairman of the meeting that a resolution has been carrted or camed unammously, or by a
particular majonty, or lost, or not carned by a particular majority and an entry to that effect
in the minutes of the meeting shail be conclusive evidence of the fact without proof of the
number or proportion of the votes recorded in favour of or against the resolution.

The demand for a poll may, before the poll is taken, be withdrawn but only with the
consent of the chairman of the meeting and a demand so withdrawn shall not be taken to
have invalidated the result of a show of hands declared before the demand was made.

A poll shall be taken as the chaiman of the meeting directs and he may appoint
scrutineers (who need not be members) and fix a time and place for declanng the result of
the poll. The result of the poll shall be deemed to be the resolution of the meeting at
which the poll was demanded

In the case of an equahty of votes, whether on a show of hands or on a poll, the chaiman
of the meehng at which the show of hands takes place or at which the demand for the poll
1s made shall be entitled to a casting vote in addition to any other vote he may have

A poll demanded on the electon of a chairman of the meeting or on a question of
adjournment shall be taken forthwith A poll demanded on any other queston shall be
taken either forthwith or at such tme and place as the charrman directs not being more
than 30 days after the poll is demanded The demand for a poll (other than on the
election of a chairman of the mesting or on a question of adjournment) shall not prevent
the continuance of a meeting for the transacton of any business cther than the question
on which the poll has been demanded If a poll is demanded before the declaration of the
result of a show of hands and the demand s duly withdrawn, the meeting shall continue
as if the demand had not been made

No notice need be given of a poll not taken forthwith if the tme and place at which it s to
be taken are announced at the meeting at which it 1s demanded In any other case at
least seven clear days' notice shall be given specifying the time and place at which the
poll is to be taken

A resolution in wnting executed or approved in wnting by or on behalf of each member
who would have been entitled to vote upon it if it had been proposed at a general meehng
at which he was present (and for this purpose shares in the company held as treasury
shares are to be regarded as not confermng an entritiement to vote) shall be as effectual as
if it had been passed at a general meeting duly convened and held and may consist of
several documents in the like form each executed or approved in wnting by or on behalf of
one or more members

- VOTES OF MEMBERS

Subject to any nghts or restrictions attached to any shares, on a show of hands every
member who (being an individual) 1s present in person or (being a corporation) 1s present
by a duly authonsed representative, not being himself a member entitled to vote, shall
have one vote, and on a polt every member shall have one vote for every share of which
he is the holder
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In the case of joint holders the vote of the senior who tenders a vote, whether in person or
by proxy, shall be accepted to the excluston of the votes of the other joint holders, and for
this purpose seniority shall be determined by the order in which the names of the holders
stand in the Register in respect ot the joint holding

A member n respect of whom an order has been made by any court having junsdiction
(whether in the United Kingdom or elsewhere) in matters concerning mental disorder may
vole, whether on a show of hands or on a poll, and otherwise exercise all his rights as a
member by his receiver or other person authonsed in that behalf appointed by that court,
and any such receiver or other person may, on a poll, vole by proxy. Evidence to the
satisfaction of the Board of the authorty of the person claiming to exercise the nght to
vote or act shall be deposited at the Office, or at such other place as i1s specified n
accordance with these Articles for the deposit of instruments of proxy, not less than 48
hours before the time appointed for holding the meeting or adjourned meeting at which the
nght to vote 1s 10 be exercised, or, in the case of a poll, at least 48 hours before the time
appointed for the taking of the poll and in default the nght to vote shall not be exercisable

Unless the Board otherwise determines, no member shall attend or vote at any general
meeting or at any separate meeting of the holders of any class of shares in the Company
or upon a poll, either in person or by proxy, in respect of any share held by him or
exercise any other nght or pnvilege conferred by membership in relation to any such
meeting or poll unless all moneys presently payable by him in respect of that share have
been paid

No objection shall be raised to the qualfication of any voter except at the meeting or
adjourned meeting or poll at which the vote objected to 1s tendered, and every vote not
disallowed at the meeting or poll shall be valid Any objecton made in due time shall be
referred to the chairman ot the meeting whose decision shall be final and conclusive

PROXIES

On a show of hands every proxy appointed by a member and present at a general
meeting of the Company (other than the chairman of the meeting) shall have one vote. A
proxy shall not have more than one vote on a show of hands even if he 1s also a member
or 1s a proxy for more than one member On a poll votes may be given either personally
or by proxy A member may appoint more than one proxy to attend on the same occasion
and a person entitied to more than one vote need not use all his votes or cast all the votes
he uses In the same way No proxy shall in that capacity be entitted to speak at any
general meeting, except to demand or join in a demand for a poll. A person appointed to
act as a proxy need not be a member of the Company The appointment of a proxy shall
be in any common form or in any other form which the Board shall approve and may:-

821 be by means of an instrument executed by or on bshalf of the appointor or, i the
appointor 1s a corporaton, under the hand of a duly authonsed officer or attomey,
or

822 where an address has been specihed for such purpose as set out In the following
Article, be by one or more means in electronic form subject to such terms and
conditions, including as to execution, as the Board may from tme to time
prescribe

In respect of any general meeting the Board may, if it thinks fit, but subject to the Acts, at
the Company's expense send instruments of proxy for use at the meeting and i1ssue
invitations by electronic means to appoint a proxy In refation to the mesting in such a form
as may be approved by the Board. The appointment of a proxy shall be deemed (subject
to any contrary intention contained in the appointment) to confer authonty to vote on a
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show of hands, demand or join 1n demanding a poll and to vote on a poll on any resolution
or amendment of a resolution put to, or any other business which may properly come
before, the meeting for which 1t s given as the proxy thinks fit The appointment of a
proxy shall, unless the contrary is stated therein, be valid as well for an adjoumment of the
meeting as for the meeting to which it relates If a member appoints more than one
person to act as his proxy the appointment of each such proxy shall specify the shares
held by the member in respect of which each such proxy s authonised to vote and no
member may appoint more than one proxy (save m the alternative) to vote in respect of
any one share held by that member

The appointment of a proxy and {unless the Board otherwise decides) any authonty under
which 1t 1s executed or a copy of such authonty certified notarially or in accordance with
the Powers of Attorney Act 1971 or in some other way approved by the Board shalt*-

841 in the case of an instrument and any authonty or copy thereof be deposited at the
Office or at such other place in the United Kingdom as may be specified in or by
way of note to the notice of meeting or any form of proxy or other document
accompanying the same not less than 48 hours before the time apponted for
holding the meeting or adjourned meeting or the taking of the poll at which the
person named in the appointment proposes to vote;

842 nthe case of an appointment by electronic means be received at the address (if
any) specified for the purpose of receiving such communications by electronic
means

84 21 n or by way of note to the notice of meeting,

84.22 n any form of proxy sent by or on behalf of the Company n relation to
the meeting,

84 2.3 n any Invitation N electromic form to appoint a proxy i1ssued by or on
behalf of the Company in relation to the meeting; or

8424 by means of a relevant system,

not less than 48 hours before the tme appointed for heolding the meeting or
adjourned meeting or the taking of the poll at which the person named in the
appointment proposes to vote,

843 in either case, where a poll I1s taken more than 48 hours after it 1s demanded, be
deposited or received as aforesaid not less than 24 hours before the time
appointed for the taking of the poll; or

84 4 n the casa only of an instrument or any authorty or copy thereof, where the poll
is not taken forthwith but 1s taken not more than 48 hours after it was demanded,
be delivered at the meeting at which the poll was demanded o the chairman of
the meeting or to the Secretary or any Director

and an appointment which I1s not, or In respect of which the authonty or copy thereof s
not, dsposited, received or delivered in a manner so permitted shall be invalid

Where two or more valid but diffenng appointments of proxies are deposited or receved in
respect of the same share for use at the same meeting or poll, the one which 1s last
deposited or receved (regardiess of its date or the date of ts execution) shall be treated
as replacing and revoking the other as regards that share, #f the Company I1s unable to
determine which was last deposited or received, none of them shall be treated as valid in
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respect of that share. No appointment of a proxy shall be valid after the expration of
twelve months from the date stated in it as the date of its execution

A vote given or poll demanded by a proxy or by the duly authonsed representative of a
corporation shall be valid notwithstanding the previous determination of the authonty of
the person voting or demanding a poll unless notice of the determination was deposited or
received not less than two hours before the time for holding the meeting or adjourned
meeting at which the vote 1s given or the poll demanded or (in the case of a poll taken
otherwise than at or on the same day as the meeting or adjourned meeting) the time
appointed for taking the poll. Such notice of determinatton shall be by means of instrument
deposited at the place, or contained in an electronic communication received at the
address (if any), spectfied in accordance with these Articles for the deposit or receipt of
appointments of a proxy at the meeting in question

REPRESENTATIVES OF CORPORATIONS

Any corporation which 1s a member of the Company may, by resolution of its directors or
other governing body, authorise any person it thinks fit to act as its representative at any
meeting of the Company The person so authonsed shall be entitled to exercise the same
powers on behalf of the corporation which he represents as that corporation could
exercise f it were an indwvidual member of the Company present in person and shall for
the purposes of these Articles be regarded as a member present in person Such
representative may be required to produce a copy of such resolution certified by a proper
officer of such comporation

CLASS MEETINGS

Unless otherwise prowvided by the terms of 1ssue of any class of shares of the Company,
all the provisions of these Articles relating to general meetings of the Company or to the
proceedings at general meetings shall, mutatis mutandis, apply to every separate meeting
of the holders of any class of shares of the Company, except that in the case of a meeting
held in connection with the vanation or abrogation of the nghts attached to the shares of
the class -

88 1 the necessary quorum shall be two persons at least holding or representing by
proxy at least one-third in nominai amount of the i1ssued shares of the class
{(excluding any shares of that class held as treasury shares) or, at any adjourned
meeting of such holders, the holder or holders of shares of the class who are
present in person or by proxy, whatever hus or their holdings;

882 a poll may be demanded by any holder of shares of the class present in person
or by proxy, and

883 the holders of shares of the class shall, on a poll, have one vote in respect of
every share of the class held by them respectively

NUMBER OF DIRECTORS

Unless otherwise determined by ordinary resoluton of the Company, the number of
Drrectors shall not be less than four nor mare than fifteen.

APPOINTMENT AND RETIREMENT OF DIRECTORS
Each Director shall retire from office and shall be eligible for reappointment at the third
annual general meeting after the general meeting at which he was appomnted or last

reappointed In addiion, a director who would not otherwise De required to retwe shall
retire if he has held office with the Company other than employment or executive office for
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a continuous penod of 9 years or more at the date of the meeting If the Company, at the
meeting at which a Director retires under this Article, does not fili the vacancy the retinng
Director shall, ¥ willing to act, be deemed to have been reappointed unless at the meeting
it 1s resolved not to fill the vacancy or unless a resolution for the reappointment of the
Director 1s put to the meeting and lost

A Director retinng at a meeting who i1s not reappointed shall retain office until the meeting
appoints someone n his place or, if it does not do so, untit the end of the meeting or of
any adjournment thereof

No person other than a Director retinng at the meeting shall be appointed or reappointed a
Director at any general meeting unless.-

921 he 1s recommended by the Board, or

92.2  not less than seven nor more than 21 clear days before the date appointed for
the meeting, notice executed by a member qualified to vote at the meeting has
been given to the Company of s intention to propose that person for
appotniment or reappointment stating the parhiculars which would, if he were so
appotnted or reappointed, be required to be mcluded in the Company’s registar of
directors together with notice executed by that person confirming his willingness
to be appointed or reappointed

Subject to the provisions of these Articles, the Company may by ordinary resolution
appoint a person who is willing to act to be a Director either to fill a vacancy or as an
additional Director. :

The Board may appomnt a person who is willing to act to be a Director, either to fill a
vacancy or as an additional Director provided that the appointment does not cause the
number of Directors to exceed any number fixed by or in accordance with these Articles
as the maximum number of Directors. A Director so appointed shall hold office only unhi
the next following annual general meeting when he shall retire from office and be eligible
for reappointment If not reappointed at such annual general meeting, he shall vacate
office at its conclusion

DISQUALIFICATION AND REMOVAL OF DIRECTORS

In addition to any power of removal conferred by the Acts, the Company may by special
resolution remove any Director before the expiration of his penod of office Such removal
shall be wathout prejudice to any claim such Director may have for damages for breach of
any contract of service between him and the Company

The office of a Director shall be vacated -

961 he becomes bankrupt or makes any amrangement or composton with his
creditors generally, or

96 2 he becomes incapable by reason of physical incapacity or mental disorder of
discharging his duties as a Diractor and the Board resolves that his office be
vacated, or

963 he s absent from meetings of the Board during a continuous penod of six months
without permission of the Board and his Alternate Director (if any) shall not dunng
such penod have attended in his stead, and the Board resolves that tus office be
vacated, or
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964  he ceases to be a Director by virtue of any provision of the Acts, 1s removed from
office or becomes prohibited by law from being a Director, or

96 5 he resigns his office by notice to the Company, or
96 6 he 1s removed from office by notice in wniting signed by ali the other Directors.
ALTERNATE DIRECTORS

Any Director may appoint any other Director, or any other person approved by resolution
of the Board and willing to act, to be an Alternate Director and may remove from office an
Alternate Director so appointed by him.

The appointment of an Alternate Director shall automatically determine in any of the
following events -

98 1 if his appointor terminates the appointment,

982  on the happening of any event which, if he were a Director, would cause him to
vacate the office of Director,

98 3 if he resigns his appointment by notice to the Company;

98 4 if his appointor ceases for any reason to be a Director otherwise than by retinng
and being reappointed or deemed to be reappointed at the meeting at which he
retires; or

98 5 if he 1s not a Director and the Board revokes its approval of him by resolution

An Alternate Director shall (subject to tus gving to the Company an address wathin the
United Kingdom at which notices may be served upon him) be entitled at his appointor's
request to receve notice of all meetings of the Board and of all meetings of committees of
the Board of which his appointor 1s a member, to attend and vote and (save as provided in
these Articles) be counted In the quorum at any such meeting at which the Director
appointing him 1s not personally present, and generally to perform all the functions of his
appeointor as a Director in his absence

An Alternate Director may be repaid by the Company such expenses as mught properly
have been repaid to him f he had been a Director and n respect of his office of Alterate
Director may receive such remuneration from the Company as the Board may determine
An Alternate Director shall be entitied to be ndemnifted by the Company to the same
extent as if he were a Director

An Alternate Director shall, during his appointment, be an officer of the Company and
shall alone be responsible for his own acts and defaults and he shall not be deemed to be
the agent of the Director appointing him

Any appointment or removal of an Alternate Director shall be in wnting signed by the
Director making or revoking the appointment or in any other manner approved by the
Board and shall take effect (subject to any approval required by these Articles) upon
receipt of such wntten appointment or removal at the Office or by the Secretary

A Director or any other person may act as Alternate Director to represent more than one
Orwector and an Alternate Director shall be enttied at meetings of the Board or any
committee of the Board to one vote for every Director whom he represents in addition to
his own vote {if any) as a Director.
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POWERS OF DIRECTORS

Subject to the provisions of the Acts, the Memorandum of Association of the Company
and these Articles and to any directions given by special resolution, the bustness of the
Company shall be managed by the Board who may exercise all the powers of the
Company No alteration of the Memorandum or these Articles and no such direction shall
invalidate any pnor act of the Board which would have been valid if that alteration had not
been made or that direction had not been given The powers given by this Article shall not
be imited by any special power given to the Board by these Articles and a duly convened
meeting of the Board at which a quorum 1s present may exercise all powers exercisable
by the Board

The Board may make such arrangements as the Board thinks fit for the management and
transaction of the Company's affairs and may for that purpose appomt local boards,
managers and agents and delegate to them any of the powers of the Board with power to
sub-delegate.

The Board may from time to time, by power of attorney executed by the Company or
otherwise, appoint any company, firm or person, or any fluctuating body of persons,
whether nominated directly or indirectly by the Board, to be the attorney or agent of the
Company for such purposes and with such powers, authorities and discretions (not
exceeding those vested in or exercisable by the Board under these Articles) and for such
period and subject to such conditions as it may think it Any such power of attorney or
other authonty may contain such prowisions for the protection and convenience of persons
dealing with any such attorney or agent as the Board may think fit and may atso authonse
any such attorney or agent to sub-delegate all or any of the powers, authonties and
discretions vested in him

DELEGATION OF DIRECTORS' POWERS

The Board may delegate any of its powers, authonties and discretions (including, without
prejudice to the generality of the toregoing, all powers, authonties and discretions whose
exercise Involves or may involve agreement of the terms of service or termination of
employment or appointment of or the payment of remuneration to or the confernng of any
other benefit on all or any of the Directors) to any commuittee consisting of one or more
Directors together with any other person or persons approved by the Board, with power to
sub-delegate Any such delegation may be made subject to any conditions the Board
may impose, and either collaterally wath or to the exclusion of its own powers and may be
revoked or aitered. Subject to any such conditions, the proceedings of a committee with
two or more members shall be governed by the provisions of these Articles regulating the
proceedings of the Board so far as they are capable of applying Insofar as any power,
authonty or discretion 1s delegated to a committee, any reference in these Arcles to the
exercise by the Board of such power, authonty or discretion shall be read and construed
as 1f It were a reference to the exercise of such power, authority or discreticn by such
committee. Every such committee shall have as a majonty of ts membership persons
who are Directors and no resolution of any such commitee shall be effective unless the
mayjonty of the persons present {in person or by their Alternate Directors) at the meeting at
which 1t is passed are Directors.

BORROWING POWERS

The Board shall restnct the borrowings of the Company, and shall so far as possible by
the exercise of the Company’s voting nghts in and other nghts or powers of control over its
Subsidiary Undertakings secure that they restrict their borrowings, so that the aggregate
prnincipal amount at any ime outstanding in respect of money borrowed by the Group shall
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not without the previous sanction of an ordinary resolution of the Company exceed a sum
equal to twice the adjusted share capital and reserves

108 2 For the purposes of this Article -

108 2 1 "adjusted share capital and reserves® means the aggregate of the amount paid
up or credited as paid up on the allotted or 1ssued share capital of the Company
and the amount standing to the credit of each of the consolidated shareholders'
funds {including any share premum account, capital redemphtion reserve,
revaluation reserve and profit and loss account but net of any debit balance on
profit and loss account) of the Group all as shown in the latest audited
consolidated balance sheet of the Group but adjusted as may be necessary:-

108 2.2

(a)

(b)

(c)

to take account of any vanation in the paid up share capital, share premwum
account or capital redemption reserve of the Company since the date of
that balance sheet and so that for this purpose if any issue or proposed
issue of shares by the Company for cash has been underwntten (whether
conditionally or not) then such shares shall be deemed to have been issued
and the amount (including any premium} of the subscrnption money shall to
the extent so underwntten be deemed to have been paid up on the date
when the 1ssue was underwntten;

lo take account In the case of Subsidiary Undertakings of the interests of
participants outside the Group (if any) and any vanation in the interest of
the Company in any Subsidiary Undertaking between the date of the
balance sheet and the date for which the calculation falls to be made, and

to take account of any other factor which the Directors or the Auditors
consider relevant,

“‘money borrowed® shall include -

(@)

(o)

the nominal amount and any fixed or miimum premium payable on
redemption or repayment of any debentures or loan capital 1ssued by any
member of the Group,

the nominal amount of any 1ssued share capital and the pnacipal amount of
any money borrowed the redemption or repayment of which 1s guaranteed
or secured or the subject of an ndemnity by the Company or any
Subsidiary Undertaking (together in each case with any fixed or minimum
premium payable on final redemption or repayment) except so far as such
money borrowed s otherwise taken into account as money borrowed by the
Company or a Subsidiary Undertaking,

but the following shall be disregarded -

(c)

(d)

money borrowed by a member of the Group from another member of the
Group, other than amounts to be taken mnto account under
Article 108 2 2(e);

any money borrowed intended to be applied within four months of being

borrowed in the repayment of any money previously borrowed pending its
application for such purpose within such penod, and
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(e) that proportion of the total money borrowed by any parlly-owned Subsidiary
Undertaking which its issued equity share capital not for the time being
beneficially owned directty or indirectly by the Company bears to the whole
of s 1ssued equity share capital but a ke proportion of any borrowings
from such partly-owned Subsidiary Undertaking by the Company or any
other Subsidiary Undertaking shall fall to be treated as borrowings of the
Company or such other Subsidiary Undertaking notwithstanding the same
would not otherwise be taken into account

No person dealing with the Company or any Subsidiary Undertakings shall by reason of
the foregoing provisions be concerned to see or enquire whether this hmit 1s observed and
no debt incurred or secunty given in excess of such imit shall be invalid or ineffectual.

A report by the Auditors stating what 1s 1n their opinion, based on their examination of the
accounting records of the Group or such other evidence as they may think appropnate,
the amount of the adjusted share capital and reserves or the amount of money borrowed
or to the effect that the imit imposed by this Arhicle was not or will not be exceeded at any

time or times shall be conclusive evidence of such amount or fact for the purposes of this
Article

EXECUTIVE DIRECTORS
Subject to the provisions of the Acts, the Board may -

1091 appoint one or more of its body to the office of managing director or chief
executive or to any other executive office (except that of auditor) of the Company
and may enter into an agreement or arrangement with any Director for his
employment by the Company or any Subsidiary Undertaking or for the provision
by hum of any services outside the scope of the ordinary duties of a Director Any
such appomtment, agreement or arrangement may be made upon such terms as
the Board determines and 1t may remunerate any such Director for his services
as # thinks fit, and

109.2 permit any person appointed to be a Director to continue in any other office or
employment held by lhum with the Company or any Subsidiary Undertaking before
he was so appointed

Any appointment of a Director to the office of managing director or chief executive shalil
terminate ff he ceases to be a Director but without prejudice to any claim for damages for
breach of contract of service between the Director and the Company and he shall not
(uniess any agreement between him and the Company shall othermise prowvide) cease to
hold his office as Director by reason only of his ceasing to be managing director or chief
executive

Save as provided in the foregoing Article, an Executive Director shall not (unless any
agreement between him and the Company shall otherwise provide) cease to hold his
office or employment with the Company by reason only of tus ceasing to be a Director nor
cease to be a Director if he ceases from any cause to hold the office or employment by
virtue of which he 1s termed an Executive Director.

The emoluments and benefits of any Executive Director for his services as such shall be
determined by the Board and may be of any descnption, and (without limiting the
generality of the foregoing} may include membership of any scheme or fund instituted or
established or financed or contnbuted to by the Company for the provision of pensions,
Iife assurance or other benefits for employees or ther dependants or, apart from
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membership of any such schame or fund, the payment of a pension or other benefits to
him or hus dependants on or after retirement or death

The Board may delegate or entrust to and confer upon any Executive Director any of the
powers, authorties and discretions exercisable by it (with power to sub-delegate) upon
such ferms and conditions and with such restrictions as it thinks fit and either collaterally
with or to the exclusion of s own powers and may from time to time revoke, withdraw or
vary all or any part of such powers

ASSOCIATE DIRECTORS

The Board may at any time and from time to time appoint any person to be an associate
director having such title, including the word "director”, as the Board may decide and may
at any time remove any person so appomnted. A person so appointed shall not be a
Director of the Company and shall not be a member of the Board Subject as aftoresaid,
the Board may define and imit the powers and duties of any associate direclor and may
determine his remuneraton which may be in addition to any other remuneration
recewvable by tum from the Company or any Subsidiary Undertaking.

REMUNERATION OF DIRECTORS

The ordinary remuneration of the Directors (other than any Executive Directors appointed
under these Articles) shall be such amount as the Directors shail from time to time
determine provided that, unless otherwise approved by the Company in general meeting,
the aggregate of the ordinary remuneration of such Directors shall not exceed £700,000
per year The ordinary remuneration shall be dvided among such Directors in such
manner as the Directors may determine. A Dwrector hoiding office for part only of a year
shall be entitled to a proportionate part of a full year's remuneration

Any Director who serves on any committee of the Board or, by request of the Board,
performs special services or goes or resides abroad for any purposes of the Company
may be paid such extra remuneration by way of salary, percentage of profits or otherwise
as the Board may determine

DIRECTORS' EXPENSES

The Directors may be paid all travelling, hotel and other expenses as they may incur in
connection with their attendance at meetings of the Board or of committees of the Board
or general meetings or separate meetings of the holders of any class of shares or
debentures of the Company or otherwise In connection with the discharge of their duties.
The Company may also fund a Director's expenditure on defending proceedings or in
connection with any application under the Acts and may do anything to enable a Director
to avoid incurnng such expenditure all as provided in the Acts.

DIRECTORS' GRATUITIES AND PENSIONS

The Board may provide benefits, whether by the payment of gratuties or penstons or by
insurance or otherwise, for any Director who has held but no longer holds any executive
office or employment with the Company or with any body corporate which is or has been a
Subsidiary Underiaking or a predecessor in business of the Company or of any Subsidiary
Undertaking, and for any member of his family (including a spouse and a former spouse)
or any person who I1s or was dependent on him and may (as well before as after he
ceases to hold such office or employment) contnbute to any fund and pay premiums for
the purchase or provision of any such benefit.

30




119

120

21

122

DIRECTORS' INTERESTS

A Director who 1s in any way, whether directly or indirectly, interested in a transaction or
arrangement with the Company shall, at a meeting of the Board, declare in accordance

with the Acts the nature of his interest For the purposes of this Article and Articles 120
and 122 -

1191 a general notice given 1o the Board that a Director is to be regarded as having an
Interest of the nature and extent specified in the notice m any transaction or
arrangement in which a specified person or class of persons is interested shall be
deemed to be a disclosure that the Director has an interest in any such
transaction of the nature and extent so specified,

119.2 an interest of which a Director has no knowledge shall not be treated as an
interest of his; and

1193 an interest of a person who 1s connected with a Director shall be treated as an
intereslt of the Director

Subject to the provisions of the Acts, and provided that he has disclosed to the Board the
nature and extent of any interest of his in accordance with Article 119, a Director
notwithstanding his office -

1201 may be a party to, or otherwise interested in, any transaction or arrangement with
the Company or in which the Company 1s otherwise interested,

1202 may be a director or other officer of, or employed by, or a party to any transaction
or arrangement with, or otherwise interested in, any body corporate promoted by
the Company or in which the Company i1s otherwise interested, and

120.3 shali not, by reason of his office, be accountable to the Company for any benefit
which he dernves from any such office or employment or from any such
transaction or arrangement or from any interest in any such body corporate and
no such transaction or arrangement shail be hiable to be avoided on the ground of
any such interest or benefit,

Any Director may act by himself or his firm in a professional capacity for the Company
(otherwise than as auditor) and he or his fim shall be enttled to remuneration for
professional services as if he were nat a Director

Save as otherwise prowided in these Articles, a Director shall not vote at a meeting of the
Board or of a committee of the Board on any resoluton concerning a matter in which he
has, directly or indirectly, an interest which 1s matenal (otherwise than by wvirtue of his
interest in shares, debentures or other secuntes of, or otherwise In or through, the
Company) unless his interest or duty anses only because the case falls within one or
more of the following paragraphs -

122.1  the resolution relates to the giving to him or a person connected with him of a
guarantee, secunty or indemnity in respect of money tent to, or an abligation
incurred by him or such a person at the request of or for the benefit of, the
Company or any Subsidiary Undertaking,

1222 the resolution relates to the giving te a third party of a guarantee, secunty or
indemnity in respect of a debt or obhigation of the Company or any Subsidiary
Undertaking for which the Director or a person connected with him has assumed
responsibility in whole or part and whether alone or jointly with others under a
guarantee or iIndemnity or by the giving of secunty,
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1223 the giving to hum of any other indemnity where all other Directors are being
offered indemnities on substantially the same terms,

1224 the funding by the Company of his expenditure on defending proceedings or the
doing by the Company of anything to enable him to avoid incurnng such
expenditure where all the Directors are being offered substantially the same
arrangements,

1225 his interest ansas by virtue of him or a person connected with him subscribing or
agreeing to subscnbe for any shares, debentures or other secunties of the
Company or any Subsidiary Undertaking or by virtue of him or a person
connected with him being, or intending to become, a participant In the
underwnting or sub-underwriting of an offer of any such shares, debentures, or
other secunties by the Company or any Subsidiary Undertaking for subscnption,
purchase or exchange,

122 6 the resolution relates in any way to any other company in which he is interested,
directly or indirectly and whether as an officer or shareholder or otherwise
howsoever, provided that he and any persons connected with him do not to his
knowledge hold an interest in shares (as that term is used in sections 198 to 211
of the Act) representing one per cent or more of any class of the equity share
capital of such company or of the voting nghts available to members of such
company {excluding any shares in the company held as treasury shares and any
voting nghts attached thereto),

122 7 the resofution relates in any way to an arrangement in whole or in pan for the
benefit of the employees of the Company or any Subsidiary Undertakings which
does not award him as such any pnivilege or advantage not generally awarded to
the employees to whom such arrangement relates,

122.8 the resolution relates in any way to the purchase or maintenance for the Directors
of insurance agamst any lablty which by virtue of any rule of law would
otherwise attach to all or any of them n respect of any negligence, default,
breach of duty or breach of trust in relation to the Company or any Subsidiary
Undertaking

A Director shall not be counted In the quorum present at a meeting in relaton to a
resolution on which he 1s not entitted to vote

Where proposals are under consideration conceming the appointment {including fixing or
varying the terms of appointment) of two or more Directors to offices or employments with
the Company or a body corporate in which the Company I1s interested the proposals may
be dvided and considered in relation to each Director separately and (provided he 1s not
for another reason precluded from voting) each of the Directors concemed shall be
entifed to vote and be counted in the quorum in respect of each resolution except that
concerning his own appointment

If a question anses at a meeting of the Board or of a committee of the Board as to the
nght of a Director to vote and such question 1s not resolved by his voluntanly agreeing to
abstain from voting, the question may {unless the Director concerned I1s the chairman of
the meeting in which case he shall withdraw from the meeting and the Board shall elect a
vice chawman to consider the question in place of the chawman), before the concluston of
the meeting, be referred to the chawman of the meeting and his ruling in relaton to any
Director other than himself shall be final and conclusive except in a case where the nature
or extent of the interest of the Director concerned has not been farrly disclosed and
provided that any such question shall, for the purposes of disclosure of the interest in the
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accounts of the Company, be finally and conclusively decided by a majonity of the Board
(other than the Director concerned)

The Company may by ordinary resolution suspend or relax to any extent, either generally
or in respect of any particular matter, any provision of these Articles prohibiting a Director
from voting at a meeting of the Board or of a committee of the Board or ratfy any
transaction not duly suthorised by reason of a contravention of such Articles

PROCEEDINGS OF THE BOARD

Subject to the prowisions of these Articles, the Board may regulate its proceedings as it
thinks fit. A Director may, and the Secretary at the request of a Director shall, call a
meeting of the Board Notice of a board meeting may be given to a director personally or
by word of mouth or sent by instrument to him at such address as he may from tme to
time specify for this purpose (or if he does not specify an address, at his last known
address) or sent by electroric means to such address (f any) as may for the ime being
be notified by him or on his behalf to the Company for that purpose A Director absent or
intending to be absent from the United Kingdom may request the Board that notices of
board meetings shall dunng his absence be given by instrument or by electronic means
to him {or to his alternate) at an address given by him to the Company for this purpose,
but f no such request 1s made it shall not be necessary to give notice of a board meeting
to any Director who s for the ttme being absent from the United Kingdom A Director may
waive notice of any meeting either prospectively or retrospectively

Questions ansing at a meeting shall be decided by a majority of votes  [n the case of an
equality of votes, the chairman of the meeting shali have a second or casting vote.

The quorum for the transachon of the business of the Board may be fixed by the Board
and unless so fixed at any other number shall be three A person who holds office as an
Alternate Director shall, if his appointor i1s not present, be counted in the quorum provided
that a Director or Alternate Director who attends a meeting of the Board shall for the
purposes of a quorum be counted as one person notwithstanding that he aiso attends
such meeting as an Alternate Director or that he attends as an Alternate Director
appointed by more than one Director

Any Director or other person may participate in a meeting of the Board by means of
conference telephone or similar communications equipment whereby all persons
participating in the mesting can hear each other and any person participating in the
meeting i this manner shall be deemed to be present in person at that meeting Such a
meeting shall be deemed 10 take place where the largest group of those participating s
assembled, or, if there 1s no such group, at the place where the charman of the mesting 1s
at the ime the meeting 1s held

The continuing Directors or a sole continuing Director may act notwithstanding any
vacancies in the Board but, if the number of Directors Is less than the number fixed as the
quorum, the continuing Directors or Director may act only for the purpose of filing
vacanctes in the Board or of caling a general meeting.

The Board may appoint one of its number to be the charman of the Board and one or
more deputy chawmen and may at any time remove them from office. Unless he is
unwilling to do so, the chairman of the Board shall preside at every meeting of the Board
at which he 1s present But if there 1s no chairman of the Board or deputy chairman
holding office, or f at any meetng neither the chawrman of the Board nor a deputy
chairman s present and willing to preside within five minutes after the time appomnted for
the meeting, the Directors present may appont one of their number to be chaiman of the
meeting.
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A resolution in writing signed by all the Directors entitied to receve notice of a meeting of
the Board (not betng less than the number required to form a quorum of the Board) or all
members of a committee of the Board shall be as valid and effectual as f it had been
passed at a meeting of the Board or (as the case may be) a commitiee of the Board duly
convened and held and may consist of several instruments or electronic communications
in the like form each signed by one or more Directors, but a resolution signed by an
Alternate Director nged not also be signed by his appointor and, «f tt is signed by a
Director who has appointed an Altemate Director, it need not be signed by the Alternate
Director in that capacity

All acts done by a meeting of the Board, or of a committee of the Board, or by a person
acting as a Director, Aiterate Director or member of a committee shall, notwithstanding
that it be afterwards discovered that there was a defect in the appointment or continuance
in office of any Director, Altemate Director or person acting as aforesaid, or that any of
them were disqualified from holding office, or had vacated office, or were not entitled to
vote, be as valid as If every such person had been duly appointed and was qualified and
had continued to be a Director, Alternate Director or member of a committee and had
been entitled to vote

SECRETARY

Subject to the provisions of the Acts, the Secretary shall be appointed by the Board for
such term, at such remuneration and upon such conditions as it may think fit and any
Secretary so appointed may be removed by the Board Two or more persons may be
appointed as joint secretanes and the Board may also appoint from time to time on such
terms as it may think fit one or more temporary or assistant or deputy secretanes

MINUTES
The Board shall cause minutes to be kept -
136 1 of all appointments of officers made by the Board, and

1362 of all proceedings at meetings of the Company, of the holders of any class of
shares in the Company, and of the Board, and of committees of the Board,
including the names of the Directors present at each such meeting.

Any such minutes, if purporting to be signed by the chairman of the meeting to which they
relate or of the meeting at which they are approved, shall be sufficient evidence without
any further proof of the facts stated in them

THE SEAL

If the Company has a Seal it shall only be used by the authonty of the Board or of a
commitee of the Board authonsed by the Board The Board may detemmine who shall
sign any instrument to which the Seal i1s affixed and unless otherwise so determined 1t
shall be signed by a Director and by the Secretary or by a second Director

The Company may exercise the powers conferred by the Acts with regard to having an
official seal for use abroad, and such powers shall be vested in the Board

DIVIDENDS
Subject to the prowisions of the Acts, the Company may by ordinary resolution declare

dwvidends In accordance with the respective nghts of the members, but no dividend shall
exceed the amount recommended by the Board.
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Except as otherwise provided by the nghts attached to the shares, all dividends shall be
declared and paid according to the amounts paid up on the shares on which the dividend
1s paid but (for the purposes of this Article only) no amount paid on a share in advance of
calls shall be treated as paid on the share All dwidends shall be apportioned and paid
proportionately to the amounts paid up on the shares dunng any portion or portions of the
period 1n respect of which the dividend is pawd; but, f any share I1s 1ssued on terms
providing that it shall rank for dvidend as from a particular date, that share shall rank for
dividend accordingly

Subject to the prowvisions of the Acts, the Board may pay intenm dividends if it appears to
the Board that they are justified by the profits of the Company available for distnbution it
the share capital 1s divided into different classes of shares, the Board may pay intenm
dmvidends on shares which confer deferred or non-preferred nghts with regard to dmdend
as well as on shares which confer preferential nghts with regard to dwidend, but no intenm
dividend shali be pard on shares carrying deferred or non-preferred nghts i, at the time of
payment, any preferential dvidend is i1n arrears. The Board may also pay at intervals
settled by it any dividend payable at a fixed rate If it appears to 1t that the profits available
for distnibution justify the payment Provided the Board acts i good faith the Directors
shail not incur any habiity to the holders of shares conferring preferred nghts for any loss
that they may suffer by the lawful payment of an intenm dividend on any shares having
deferred or non-preferred nghts Dividends may be declared or paid in any currency

The Board may deduct from any dividend or other moneys payable on or in respect of a
share to any member all sums of money (if any) presently payable by him to the Company
on account of cails or otherwise In relation to shares of the Company

No dividend or other moneys payable in respect of a share shall bear interest as against
the Company unless otherwise provided by the nghts attached to the share  All
unclamed dividends may be retained by the Company or invested or made use of by the
Company as the Board may think fit until they are claimed and so that the Company shall
not be obtiged to account for any interest or other income derived from them nor shall it be
constituted a trustee In respect of them or be responsible for any loss thereby ansing
Any interest or profits earned on unclaimed dvidends invested or otherwise made use of
shall belong to the Company Any dwvidend which has remained unclaimed for twelve
years from the date when it becamse due for payment shall be forfeited and cease to
remain owing by the Company.

Without prejudice to any nghts attached to any shares, the Company or the Board may fix
a date, or a particular time on a date, as the record date by reference to which a dvdend
will be declared or paid or a distnbution, allotment or 1ssue made, and that date may be
before, on or after the date on which the dwvdend, distnbution, allotment or issue Is
declared, paid or made In the absence of a record date being fixed, entitlement to any
dividend, distribution, allotment or i1ssue shall be determined by reference to the date on
which the dividend 1s declared or the distnbution, allotment or 1ssue 1s made

The Board may pay the dividends or other moneys payable on shares in respect of which
any person 1s entitled to be registered as holder by transmission to such person upon
production of such ewidence as would be required if such person desired to be registered
as a member in respect of such shares

Any dividend or other moneys payable in respect of a share may be paxd *-

1461 incash,
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146.2 by cheque or warrant sent by post to the address in the Register of the person
entitied to the moneys or, If two or more persons are the holders of the share or
are jointly entitied to it by reason of the death or bankruptcy of the holder or
otherwise by operation of law, to the address in the Register of that one of those
persons who is first named in the Register in respect of the joint holding or to
such person and to such address as the person or persons enttled to the
moneys may In wnting direct. Every such cheque or warrant shall be made
payable to the person or persons entitled to the moneys or to such other person
as the person or persons so entitted may in wnhing direct and shall be sent at the
nsk of the person or persons so entitled Any such cheque or warrant may be
crossed "account payee” although the Company shali not be obliged to do so;

146 3 by bank transfer to such account (of a type approved by the Board) as the person
or persons entitled to the moneys may in wnting direct; or

146.4 by such other method of payment approved by the Board as the person or
persons entitied to the moneys may in writing agree to.

Payment of a cheque or warrant by the bank on which it was drawn or the transfer of
funds by the bank instructed to make the transfer shall be a good discharge to the
Company

If in respect of dividends or other moneys payable Iin respect of any shares cheques or
warrants have been sent through the post in accordance with the prowisions of the
preceding article but have been returned undelivered or left uncashed dunng the periods
for which they are valid or bank transfers or other methods of payment have failled either:-

147.1 on two consecutive occasions; or

147.2 on any cne occasion and reasonable enquines have falled to establish another
address or account of the person entitled to the moneys,

the Company need not thereafter despatch further cheques or warrants or gie
instructions for bank transfers or other methods of payment in payment of dvidends or
other moneys payable on or in respect of the shares in question until the member or other
person entitled thereto shall have communicated with the Company and supphed In
wnting to the Transfer Office a new address or account to be used for the purpose

Any general meeting declanng a dividend may, upon the recommendation of the Board,
direct payment or sahsfaction of such dwvidend whoily or in part by the distnbution of
specific assets and i particular of fully paid shares or debentures of any other company,
and the Board shall-give effect to such directions Where any difficulty anses in regard to
the distnbution, the Board may setlle the same as it thinks expedient, and in particular
may fix the value for distnbution of such specific assets or any part thereof and may
determine that cash payment shall be made to any members upon the footing of the value
so fixed in order to adjust the nghts of those entitied to participate n the dividend, and
may vesl any such specific assets in trustees, upon trust for the members entitied to the
dividend, as may seem expedient to the Board.

The Board may, with the sanction of an ordinary resolution of the Company, offer the
holders of shares the nght to elect to receive shares, credited as fully paid, instead of cash
In respect of the whole (or some par, to be determined by the Board) of such dividend or
dividends as are specified by such resolution The following provisions shall apply.-
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the resolution may specify a particular dwvidend, or may specify all or any
dvidends declared or pard within a specified penod, but such period shall end not
later than the beginning of the annual general meeting in the fifth year following
that in which such resolution i1s passed,

the entittement of each holder of shares to new shares shall be such that the
value of such new shares shall be as nearly as possible equal to (but not In
excess of) the cash amount that such holder would otherwise have received by
way of dividend For this purpose the value of a share shall be the average of
the middle market quotations for such a share as denved from the London Stock
Exchange Daily Official List on such five consecutive dealing days as the
Directors shall deterrmine provided that the first of such dealing days shall be on
or after the day when the shares are first quoted "ex” the relevant dwidend;

no fraction of a share may be allotted and the Board may make such provision as
it thinks fit for any fractional entitlements including prowision:-

1493 1 for the whole or part of the benelt of frachonal entilements to be
disregarded or to accrue to the Company, or

149 3 2 for the value of fractional entittements to be accumulated on behalf of a
member (without entitiement to interest) and applied in payng up new
shares in connection with a subsequent offer by the Company of the
nght to receve shares instead of cash in respect of a future dwvidend,

the Board, after determining the basis of allotment, shall notity the holders of
shares in wnting of the nght of election offered to them and (except in the case of
any holder from whom the Company has recerved written notice tn such form as
the Board may require which is effective for the purposes of the relevant dvidend
that such holder wishes to receive shares instead of cash in respect of afl future
dividends In respect of which the Board ofters the holders of shares the nght to
elect to receive shares as aforesaid) shall send wath, or folowng, such
notfication, forms of election and specify the procedure to be followed and the
place or address at which, and the latest date and tme by which, duly completed
forms of electton must be received in order to be effective,

the dwidend (or that part of the dividend in respect of which a nght of electon has
been oftered) shall not be payable on shares in respect of which such election
has been duly made (the "alected shares®) and instead additional shares shail be
allotted to the holders of the elected shares on the basis of allotment determined
as provided above For such purpose the Board shall capitalise out of such of
the sums standing to the credit of reserves (including any share premium account
or capital redemption reserve) or any of the profits which could otherwise have
been applied n paying dvidends in cash as the Board may determine a sum
equal to the aggregate nominal amount of the additonal shares to be allotted on
such basis and shall apply the same in paying up in full the approprate number
of unissued shares for allotment and distnbution to and amongst the holders of
the elected shares on such basis,

the additional shares so allotted shall rank pan passu in all respects with the fuily-

pawd shares of that class then in 1ssue save only as regards participation in the
relevant dividend; and
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1497 the Board may on any occasion determine that nghts of electron shall only be
made available subject to such exclusions, restnictions or other arrangements as
it may in its absolute discretion deem necessary or desirable in order to comply
with legal or practical problems under the laws of, or the requirements of any
recognised regulatory body or any stock exchange in, any terrntory

If several persons are entered in the Register as joint holders of any share or are jointly
entitled to a share, any one of them may give recetpts for any dividend or other moneys
payable in respect of the share and the Board may deduct from the dvidends or other
moneys payable in respect of any share held jointly by several persons all sums of money
(f any) presently payable to the Company from any one or more of the registered holders
on account of calls or otherwise In relaton to shares in the Company held in the joint
names of all (but not some only) of such registered holders

ACCOUNTS

No member shall (as such) have any nght of inspecting any accounting records or other
book or document of the Company except as confetred by the Acts or authonsed by the
Board or by ordinary resolution of the Company

Save as provided in this Article, a copy of the annual accounts of the Company together
with a copy of the Auditors' report and the Directors' report and any other documents
required to accompany or to be annexed to them shall, not less than 21 days before the
date of the general meeting at which copias of those documents are to be laid, be sent to
every member and to every debenture holder of the Company and to every other person
who 1s entitled to receive notices from the Company of general meetings

Copies of the documents referred to in Article 152.1 need not be sent -

1522 1 to a person who Is not entitled to receive notices of general meetings and of
whose address the Company s unaware, or

152 2 2 to more than one of the joint holders of shares or debentures in respect of those
shares or debentures,

provided that any member or debenture holder to whom a copy of such documents has
not been sent shall be entitied 1o receive a copy free of charge on application at the
Office

The Company may, in accordance with section 251 of the Act and any regulations made
under it, send a summary financial statement to any of the persons otherwise entitied to
be sent copies of the documents referred to In Article 152.1 instead of or 1n addition to
those documents and, where 1t does so, the statement shall be dslivered or sent to such
person not less than 21 days before the general meebng at which copies of those
documents are to be lad

CAPITALISATION OF PROFITS
The Board may with the authonity of an ordinary resolution of the Company--

153.1 subject as subsequently provided in these Articles, resolve to capitalise all or any
part of the profits of the Company to which this Article applies;

153.2 appropnate the sum rasolved to be capitalised to the members who would have

been entitled to it f # were distnbuted by way of dwvdend and in the same
proportions and apply such sum on their behalf either -
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153 2 1 In or towards paying up the amounts, If any, for the tme being unpaid on
any shares held by them respectively, or

153 2 2 In paying up n full unissued shares or debentures of the Company of a
nominal amount equal to that sum, and allot the shares or debentures
credited as fully paid to those members, or as they may direct, in those
proportions,

or partly in one way and partly in the other;

1533 n respect of any shares held as treasury shares, include, to the extent permitted
by the Act, the Company among the members entitied to the sum resolved to be
capitalised notwithstanding that it 1s not entitied to any dividend in respect of such
shares,

153.4 make such provision by the 1ssue of fractonal secunties or by payment in cash or
otherwise as it determines in the case of shares or debentures otherwise
becoming distnbutable under this Article in fractions, and

1535 authonse any person to enter on behalf of all the members concerned into an
agreement with the Company providing for the allotment to them respectively,
credited as fully paid, of any shares or debentures to which they are entitied upon
such capitahsation, any agreement made under such authonty being binding on
all such members

The profits of the Company to which the preceding Article applies shall be any undinded
profits of the Company not required for paying fixed dividends on any preference shares
or other shares issued on special conditions and shall be deemed to include -

1541 any reserves ansing from appreciation in capital assets or asceriained by
valuation, and

1542 any other amounts for the tme being standing to any reserve or reserves
including capital redemption reserve and share premium account,

provided that to the extent required by the Acts the Company shall not apply an unrealised
profit in paying up debentures or any amounts unpaid on any of its 1ssued shares and the
only purpose to which sums standing to share premmum account or capital redemption
raserve shall be applied pursuant to the preceding Article shall be the payment up in full of
unissued shares to be allotted and distributed as aforesaid.

NOTICES

Any notice or other document to be sent or given pursuant fo these Articles or the Acts
shall be in wnting except that a notice caling a meeting of the Board need not be In
wnting Any such notice. or other document may be sent in electronic form to such
address (if any) as may for the time being be notified {or deemed to have been so notified
by a provision in the 2006 Act) tor that purpose to the person sending the notice or other
document by or on behalf of the person to whom the notice or document I1s sent or by
publication on a website 1n accordance with the 2006 Act The Board may from time to
time specify the form and manner in which a notice may be given by or to the Company by
electromic means and may prescnbe such procedures as it thinks fit for venfying the
authenticity or integnty of any such communication by electronic means.
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The Company may give any notice in wnting, document or other communication to a
member

156 1 personally,

1562 by sending it by post in a prepaid envelope addressed to the member at his
address in the Register,

156 3 by leaving it at that address,

156 4 by sending it in electronic form to such address (if any) as may for the time being
be notried (or deemed to have been so notified by a provision of the 2006 Act) to
the Company by or on behalf of the member for that purpose, or

156§ by publishing it on a website and notifying the member, in accordance with the
Acts

In the case of joint holders of a share, all notices and other documents shall be given to
the joint holder whose name stands first in the Register in respect of the joint holding and
notice so given shall be sufficient notice to all the joint holders. In the case of joint holders
of a share, anything to be agreed, specified or notified by a holder may be agreed,
speciied or notified by the holder whose name stands first in the Register in respect of the
joint holding and any such agreement, specification or notification shall be deemed to be
agreed, specified or notified by all the joint holders.

A member whose postal address in the Register s not within the United Kingdom and who
gwes to the Company a postal address within the United Kingdom at which notices may
be given to lhim shall be entitled to have notices given to him at that postal address, but
otherwise no such member shall be entited to receive any notice from the Company
through the postai system

A member present, either in person or by proxy, at any meeting of the Company or of the
holders of any class of shares in the Company {and, where such person 1s one of the joint
holders of a share, all the joint holders) shall be deemed to have receved notice of the
meeting and, where requisite, of the purposes for which it was called

A notice or other document may be given by the Company to the persons entitied to a
share 1n consequence of the death or bankruptcy of a member or otherwise by operation
of law by sending or delivering it, in any manner authornsed by these Articles for the giving
of notice to a member, addressed to them by name, or by the tile of representatives of the
deceased, or trustee of the bankrupt or by any like descrniption at the address, if any,
within the United Kingdom supplied for that purpose by the persons claiming to be so
enttled Until such an address has been supplied, a nohce may be given in any manner
tin which it might have been given if the death or bankruptcy or other event giving nse to
the transmission of the share by operation of law had not occurred. Every person who
becomes entitied to a share shall be bound by any notice in respect of that share which,
before his name I1s entered in the Register, has been duly given to a person from whom he
denves his titte.

if the Company has suspended the despatch of cheques or warrants to any member or
other person entitled thereto in accordance with the provisions of these Artcles or, if on
two consecutive occasions notices have been sent through the post to any member or
other person entitled thereto at his registered address or address for service but have
been returned undelivered, such member or other person entitled thereto shall not
thereafter be enttled to receive notices from the Company until he shall have a new
registered address or address within the United Kingdom for the service of notices.
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Proof that an envelope containing a notice in wnting, document or other communication
was properly addressed, prepaid and put into the post shall be conclusive evidence that
the notice, document or communication was sent Proof that a notice in wrting, document
or other communication i electronic form was sent m accordance with guidance issued
by the Institute of Chartered Secretanes and Administrators shall be conclusive evidence
that the notice, document or communication was sent A notice in writing, document or
other communication shall be deemed to have been given:
\
161.1 df left at a registered address or address at which a notice in wanthing, document or
other communicatton may be given, on the day on which it was so left,

1612 1f sent by first class post, on the day following that on which the envelope
contaning it was put into the post,

1613  sent by second class post, on the second day following that on which the
envelope containing it was put into the post;

161 4 if sent in electroric form, on the day on which the communication in electronic
form was sent; and

1615 f pubhished on a website, when the notification of publicabon would, n
accordance with this Article, be deemed to be given

Without prejudice to the Article goverming the accaidental omission to give notice and to the
presumption of service by post and the presumed date of service by post in the last
preceding Article, if at any time, by reason of the suspension or curtaiiment of postal
services within all or any part of the United Kingdom, the Board reasonably believes that a
notice of a general meeting, if sent by post, is unlikely to be delivered within seven days of
posting, the Company may at its sole discraetion and either in addition to or in substitution
for notice by post, convene a general meeting by a notice advertised in at least one
national newspaper and such notice shall be deemed to have been duly served on all
members and other persons entitled thereto on the day when the advertisement has
appeared in at least one such newspaper If in any such case notices have not been
posted the Company shall send confirmatory copies of the notice by post if at least seven
days prior to the meeting the delivery by post of notices to addresses throughout the
United Kingdom again becomas practicable.

AUTHENTICATION OF DOCUMENTS

Any Director or the Secretary or any person appointed by the Board for the purpose may
authenticate any document affecting the constitution of the Company and any resolution
passed by the Company or the Board or any committee of the Board, and any books,
records, documents and accounts relating to the business of the Company and may
certty copies thereof or extracts therefrom as true copies or extracts Except in the case
of manifest error a document which 1s certified as aforesaid shall be conclusve evidence
in favour of all persons dealing with the Company in good faith that the document is true
and complete and in the case of a copy of a resolution or an extract from the minutes of
the Board or any committee of the Board that such copy or extract I1s a true and accurate
record of proceedings at a duly constituted meeting.

DESTRUCTION OF DOCUMENTS
it shall be presumed conclusively in favour of the Company that every entry on the
Register purporting to have been made on the basis of an instrument of transfer or other

document destroyed by the Company was duly and properly made and that every
mstrument of transfer so destroyed was a valid and effective instrument duly and properly
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registered, and that every share certificate so destroyed was a valid and effective
certificate duly and properly cancelled and that every other document mentioned in
Article 164 1 1 so destroyed was a valid and effective document in accordance with the
recorded particulars of it in the books and records of the Company and that every paid
dividend warrant and cheque so destroyed was duly paid; provided always that -

164 1.1 six years shall have elapsed since the date of registration of the relevant
instrument of transfer of shares and two years shall have elapsed since the date
of recording of the relevant dividend mandate or notification of change of name or
address and one year shall have elapsed since the recorded date of payment of
the relevant dvidend warrant or cheque or cancellation of the relevant cancelled
share certificate; and

164 1 2 the Company 1s not shown to have destroyed a document in bad faith or with
actual notice of any claim (regardless of the parties) to which the document might
be relevant

The Company shall be entitted to destroy any such document after the relevant penod
referred to in Article 164 1 1 but nothuing 1n these Articles shall be construed as imposing
upon the Company any duty to retain any document for such period

References in this Article to the destruction of any document include references to its
disposal In any manner

WINDING UP

If the Company 1s wound up, the liquidator may, with the sanction of an extraordinary
resolution of the Company and any other sanction required by the Acts, divide among the
members n spece the whole or any part of the assets of the Company and may, tor that
purpose, value any assets and determine how the division shall be carried out as between
the members or different classes of members The hquidator may, with the like sanction,
vest the whole or any part of the assets in trustees upon such trusts for the benefit of the
members as he with the like sanction determines, but no member shall be compelled to
accept any assets upon which there 1s a habiity.

INDEMNITY
Subject to the prowisions of the Acts, the Company may indemnity any Director of the
Company or of any assoctated Company against any liabiity and may purchase and

maintain for any Director of the Company or any associated Company insurance against
any hability
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Company Number | 3524909 v
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l

Date of this return Day Month . Year

The information n this return 1Is made up I_2 LS. li 1_5- li LO_ L_O_ |i v’

to

Date of next return
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at the appropriate time
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Show here the address at the date of
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287 County / Region | v/

UK Postcode | EC4M 8BU

Posttown | Lopdon
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kept

Post town | Birmingham
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Fosttown |
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Company Secretary Details of a new company secretary must be notified on form 288a
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. Directors
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’ Name * Syl
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case of a director
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name Surname
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Confidentiality Order
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723B of the
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Directors In the Style / Tile

case of a director
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name 1s the
corporate or firm
name Surname
1T Tick this box if the
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the beneficiary of a
Confidentiality Order
granted under section
7238 of the P
Companies Act 1985 ost town
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address Inthe case of
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County / Region

Business occupation

BLUEPRINT!

Company No 3524909

Deatails of new directors must be notified on form 288a

Day Month
Celeleee s

| Aram Edward

Year

| shishmanian

| waldenhurst, South Read, St George's Hill

| Weybridge

/ UK Postcode | KT13 ONA

| United Xingdom

Nationality | Bratish

| Company Director A,

Year

Celeleee s

| Brendan Joseph

t 24 Kirby Close

/

| Northampton

LY
L

| Northamptonshire

UK Postcode | NN14 6AB

| United Kingdom

Nationality | Bricish

| Accountant

Page 3




[

. Directors
Please list directors in aiphabetical order

Name
Directors In the
case of a director
that 15 a
corporation or a
Scottish firm, the
name 1s the
corporate or firm
name
11 Tick this box if the
address shown s a
service address for
the beneficiary of a
Confidentiality Order
granted under section
723B of the
Compames Act 1985
otherwise, give your
usual residential
address In the case of
a corporation or
Scottish fum, give the
registered or principal
office address

* Style / Title

Date of birth
Forename(s)

Surname

Address 1

Post town
County / Region
Country

Business occupation

* Voluntary details

Name
Directors In the
case of a director
that 18 a
corporation or a
Scottish firm, the
name 1$ the
corporate or firm
name
11 Tick this box if the
address shown s a X
service address for
the beneficiary of a
Confidentiality Order
granted under section
723B of the
Companies Act 1985
otherwisg, give your
usual residential
address Inthe case of
a corporation or
Scottish firm, give the
registered or principal
office address

* Style / Tdle

Date Of‘bll'lh
Forename(s)

Surname

Address tt

Post town
County / Region
Country

Business occupation

IBLUEPRINT!

Lcompdlly NO Jo.4707

Details of new directors must be notified on form 288a

Day Month Year

0 3 4] 1 1 9 ] 0
Lelebeee

| paul

| spencer

| 4 victoria Square

[ London

L_

t United Kingdom

| Company Director

v

UK Postcode | swiw 0QY

7 Natonality| British
v

| sir
Day Month Year
Leleleere
| S1r Robert Brian
| Wwilliamson
| 8 canada Square
| .
| London \/

| United Kingdom

| Company Directer

X

UK Posicode | EC14 SHQ

Nationality | British

Page 8




Company NO 35249073

.

. Directors Details of new directors must be notified on form 288a
Piease Iist directars in alphabetical order

Name .
Directors In the Style / Title | mr

case of a director Day Month Year 7
that 1s a B 8 Ii 5 \_1 9,613
corporation or a Date of birth I Y l_‘__l_/

Scotltish firm, the

name 1s the Forename(s) | clive Adam
corporate or firm \/
: name Surname | Cowdery

‘ 11 Tick this box if the
address shown s a

cervice address for Address tt | Hurlingham Lodge, Hurlingham Road
the beneficiary of a

Confidentiality Order L

granied under section

7238 of the

Companies Act 1985 Post town | London

cotharwise, give your

usual residantial County / Region UK Postcode W RD
address In the case of y 9 t | swe 3

a corporation or /

Scottish firm, give the Country | United Kingdom Nationality{ British
registered or principal
office address

Business occupation | Company Director v
! * Voluntary detals
i
" N
ame .
Directors In the Style / Title | Mr
case of a director Day Menth Year

that 15 &

‘ 2,712,211 ,9,4,7
corporation or a Date of birth I_L_I_l_l_l_Ll_

Scottish firm, the

name 15 tha Forename(s) | David Ernest
corporate or firm
name Surname | woods

11 Tick thus box if the
address shown IS a
service address for Address 1t | 20 Midmar Drave
the beneficiary of a

Confidentiality Order I

granted under section /
723B of the

Compames Act 1985 Post lown | Edinburgh

otherwise, give your

usual residantial County / Region | Midlothian UK Postcode | EH10 6BU

address Inthe case of
a corporation or
Scotush firm, give the Country | scotland Nationality | Braitish
registared or principa)
office address

Business occupation 1 Company Director ./

|BLUEPR1NT

Page 4




.

.Directors
_Please fist directors in alphabetical order

Name *
Directors in the Style / Tile

case of a director
that 18 a
corporabion or a
Scottish firm, the
name 1s$ the
corporate or firm
name

+1 Tick this box o the
address shown s a
service address for
the beneficiary of a
Conhdentiality Order
granied under section
723B of the
Companies Act 1985
otherwise, give your
usual residential
address In the casae of
a corporation or
Scottish firm, give the
registered or principal
office address

Date of birth
Forename(s)

Surname

Address 1

Post town
County / Region
Country

Business occupation

* Voluntary details

Name
Directors In the
case of a director
th at IS a
corporation or a
Scotiish firm, the
name s the
corporate or firm
name
11 Tick this box if the
address shownis a
sarvice address for
the beneficiary of a
Confidantiality Order
granted under section
723B of the
Companies Act 1985
otherwise, give your
usual residential
address In the case of
a corporation or
Scottish firm, give the
registered or principal
office address

* Style / Tle

Date of birth
Forename(s)

Surname

Address t+

Posl town
County / Region
Counliry

Business occupation

BLUEPR[NT!

Company No 3524202

Details of new directors must be notified on form 288a

| sar
Day Month

el

| Davad James Scott

Year
9

L=

L v

| Cooksey

| 25 Buckingham Gate

| London

I .

v
| united Kingdom

.4

| company Director

UK Postcode | SW1E 6LD

Nationality | British

| Mr

Day Month Year
Leleleee

| bavid Philip

N\

| Allvey

| Greenside House, 50 Station Road

l

v

| London

| Business

Consultant

UK Postcode | N22 7TP

Nationality | British

Page 5




. Directors
Please hist directors it alphabetical order

Name .
Directors In the Style / Tile

case of a director
that 15 &
corporation or a
Scottish firm, the
name 1s the
corporate or firm
name

1T Tick this box if the
address shown s a X
service address for
the henehciary of a
Confidentiality Order
granted under section
723B of the
Companies Act 1985
otherwise, give your
usual residential
address Intha case ot
a corporabion or
Scottish firm, give the
ragisterad or principal
office address

Date of birth
Forename(s)

Surname

Address T

Post town
County / Region
Country

Business occupation

* Voluntary details

Name
Directors In the
case of a director
Ithat 18 a
corporation or a
Scottish firm, the
name 1s the
corporate or firm
name
11 Tick this box if the
address shown s a
service address for
the beneficiary of a
Confidentiality Order
granted under section
7238 of the
Compantes Act 1985
otherwise, give your
usual residential
address In the case of
a corporation or
Scottish firm, give the
registerad or principal
office address

* Style / Title

Date of birth
Forename(s)

Surname

Address +1

Post town
County / Region
Country

Business occupation

IBLUEPRINT!

Lompany No Joac2ddLo

Details of new directors must be notified on form 288a

| Mx

Day Monih Year

oleleee

| George Malcolm

v’

| wrlliamson

| Jp Morgan Cazenove Holdings, 20 Moorgate

l

/-'-

| London

UK Postcode| EC2R DA

| united Kingdom

/

Nationality | Bricish

| Company Director .

| Mx

Day #Month Year

Pelrlece o

| Tan Graham

| Maidens

| Monks Papk, Monks Lane, Wadhurat
v

y

v

| East Sussex

UK Postcode | TNS 6EW

|

s Nationality | British

| Actuary

Ve

Page §




Company No 3524909

. Directors Details of new directors must be notified on form 288a
Please hst directors in alphabetical order
Name .
Directors In the Style / Tile | Mr
case of a direclor Day Month Year
that 15 a

2,880,711 ,9,6 4
corporation or a Date of birth LLLL.I_L_l_L_/

Scotush firm, the

name I1s the Forename(s}) | James Allen
corporate or firm
; name Surname | Newman

11 Tick thes box if the
address shownis a
H service addrass for
the bensficiary of a
Confidentiality Order [
granted under section

Address 1 | Ely House, Ely Grange

7238 of the

Companies Act 1985 Posttown | Frant

otherwise, giva your

usual resrdential County / Region | East Sussex UK Postcode [ T3 spY

address In the case of

a corporation or
Scothish firm, give the Country | United Kingdom R / Nationality | Bratish
registered or prnincipal v

office address Business occupation | Accountant

v

* Voluntary details

Name .
Directors In the Style/TltIe I Mr

case of a director Day Maonth Year
that 15 a I_]'_4I_08l_1952/
corporation or a Dateoftrrth | L~ [ |~ [ | [ [~

Scottish firm, the

name Is the Forename(s) | Michael Nicholas
corporate or firm
name Sumame | Biggs

11 Tick this box if the
address shownis a
service address for
the beneficiary of a
Confidentiahty Order I
granted under saction
723B of the
Companies Act 1985 Posttown | Hitchin

otherwise, give your v

“::3' "95:"9""1"3' . County / Region | Hertfordshire UK Postcode | sG4 7np
address Inthe case of
a corporation or
Scottsh firm, give the Country | United Kingdom Natlonallty[ British
registered or principal
office address

Address t+ | The Red House, Little Almshoe, St Ippollitts

Business occcupation | Chartered Accountant 7

|BLUEPRINT

Page 7
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Company No 3524805

Issued share capital )
Enter details of all the shares 1n 1ssug Class Number of shares Aggregate Nominal

at the date of this return {e g Ordinary/Preforence) Issued Value
(re Numbar of shares 1ssued
multiplied by nominal value per
share, or tolal amount of stock}

/
| ORDINARY 5P | 685,658,621 ¥[  £34,282,931 05 ¥
L | i
| I L
I | |
Totals
| 685,658,621 | 34,282,931 05 .~
w

List of past and present shareholders

(use attached schedule where appropnate) There were no changes in the pernod
A full kst 15 required if one was not
included with esther ¢f the last two on paper in another format
returns
A hist of changes is enclosed X

A full st of shareholders 1s enclosed

Certificate 1 certify that the information given in this return 1s true to the best of my
knowledge and belief

Signed N LC' 22 Date g/( /260'-?-

1 Please delete as appropnate T admecteny secretary
AN

When you have signed the return send it
with the fee to the Regstrar of Companies This return includes o continuation sheets
Cheques should be made payable to
Companies House
You do not have lo give any contact ‘
information in the box opposite but if you ‘
do, it wili help Companies House to
contact you If there is a query on the form

The contact information that you give will
be visible to searchers of the public record

{enter number)

| Group Secretayiat (Zone S5C1), Resolution plc,

| 1 Wwythall Green Way, Wythall, Birmingham, B47 &WG

Tel |

| BLUEPRINT DX number DX exchange |

Page 9




FORM ML8 (03/07) CDROM/FICHE

BULK LIST OF SHAREHOLDERS OR MEMBERS FOR COMPANY
NUMBER - 3524809

A BULK LIST OF SHAREHOLDERS OR MEMBERS FOR THIS
COMPANY HAS BEEN LODGED BUT DOES NOT APPEAR ON THIS
ANNUAL RETURN. THE LIST WILL BE AVAILABLE ON REQUEST ON
MICROFICHE OR PAPER APPROXIMATELY 10 DAYS FROM 18/06/07.
TO ORDER A COPY OF THE BULK LIST ON MICROFICHE OR PAPER
CALL THE NUMBERS BELOW:

COMPANIES HOUSE DIRECT CUSTOMERS PLEASE PHONE - 08457
573991

WEB CUSTOMERS PLEASE PHONE - 0870 333 3636




Companies House

for e meceid

Please complete in typescript, or
in bold black capitals.

OHW P000

83

(Revised 2005)

Company Number

Return of Allotment of Shares
3524909

Corhpany name in full

Resolution pic

Shares allotted (inciuding bonus
(see Guidance Booklet GBAG)

Date or period during which
shares were allotted

(If shares were allotted on oné date
enter that date in the “from" box)

Class of shares
(ordinary or preference etc)

Number alloited

Nominal vaiue of each share

Amount (if any) paid or due on each

share (including any share premiumy}

shares):
From To

Day Month Year Day Month Year

0 1|0 62 0 07
i I |~ | I | (-

Ordinary Ordinary
327 1800
£0.05 £0.05
£3.4282 £4.5476

List the names and addresses of the allottees and the
number and class of shares allotted to each overieaf

If the allotted shares (including bonus shares) are fully or partly paid up otherwise than in

}cash please state:

% that each share is to be
treated as paid up

% (if any) that each share
is to be paid up in cash

Consideration for which
the shares were allotted

{This information must be supported by

the original or a certified copy of the
contract or by Form 88(3) if the contrac
is not in writing)

t

Companies House receipt date barcode

This form has been provided free of charge
by Companies House.

When you have completed and signed the form please send it to the
Registrar of Companies at:

Companies House, Crown Way, Cardiff, CF14 3UZ DX 33050 Cardiff
for companies registered in England and Wales or

09/2005

Companies House, 37 Castle Terrace, Edinburgh, EH1 2EB DX 235 Edinburgh
for companies registered in Scotland or LP - 4 Edinburgh 2




N’

{list joint allottees as one sharehoider)

Shareholder details Shares and share class allotted

Number

Name(s) Class of shares
Peler Straw allotted allotted
{
Address
lThe Old Straw Barn, Ridgeway Farm Court, Crich Lane, Ridgeway . Ordinary l54(:3
) Ordinary .
UK Postcode D E 56 2 JL ! '
Name(s) Class of shares Number
Geofirey Dunn ' allotted allotted
L
Address
I38 Moor Lane, Crosby, Liverpool, Merseyside . Ordinary ' 659
l L ]
UK Postcode L 2 3, 2 UF ' '
Name(s} Class of shares Number
 Ms Sandra Funston aliotted allotted
Address
l21 St Austell Close, Wirral, Merseyside . . Ordinary IH-O (, 5G|

UK Pastcode .9 ll-'lf é 1§ L.I.: G !

L

Name(s) Class of shares Number
Roger Craine allotted aliotted
L
Address
l2 Pheasant Fields, Hale Village, Liverpool, Merseyside l Ordinary . 263
L L 1
UK Postcode - 24, S SD : '
Name(s) Class of shares Number
aliotted allotted
L
Address

UK Postcode | | L _ L o ow '

Please enter the number of continuation sheets (if any) attached to this form

Signed A A 4 C)./é‘——*’\ Date
& — . '.

“*-Ardirester / secretary / o

** Pigase delete as appropriate

Contact Details

You do not have to give any contact
information in the box opposite but it

you do, it will help Companies House to

contact you if there is a query on the

form. The contact information that you Tel
give will be visible to searchers of the
public record. DX number DX exchange




Companies Howse

oot 2w rivveuad

83

Please complete in typescript, or
in bold black capitals.

(Revised 2005)

CHWP00D Return of Allotment of Shares
Company Number 3524909
Company name in full Resolution plc

Shares allotted (including bonus shares):

(see Guidance Booklet GBAS)

) Date or period during which

shares were allotted
(If shares were allotted on one date
enter that date in the "from" box)

Class of shares
{ordinary or preference etc)

Number allotted

Nominal value of each share

Amount (if any) paid or due on each

share (including any share premium) ~

From 7 To
Day Month Year Day Month Year
0 1|0 6(2 0 0 7
! | 1 I I 1114

Ofdh“(‘_j O(Olinar_b
16,025 219,644
£0.05 £0.05
£4.7750 £2.4662

List the names and addresses of the allottees and the
number and class of shares allotted to each overleaf

If the allotted shares (including bonus shares) are fully or partly paid up otherwise than in

,‘cash please state:

% that each share is to be
treated as paid up

% (if any) that each share
is to be paid up in cash

Consideration for which

the shares were allotted

(This information must be supported by
the original or a certified copy of the
contract or by Form 88(3) if the contract
is not in writing}

Companies House receipt date barcode

This form has been provided free of charge
by Companies House,

09/2005

When you have completed and signed the form please send it to the
Registrar of Companies at:

Companies House, Crown Way, Cardiff, CF14 3UZ DX 33050 Cardiff
for companies registered in England and Wales or

Companies House, 37 Castle Terrace, Edinburgh, EH1 ZEB DX 235 Edinburgh
for companies registered in Scotland or LP - 4 Edinburgh 2




Shareholder details
{list joint aﬂoﬂqes as one sharehoider) Shares and share class aI.IO“Ed
Name(s) Class of shares Number
v allotted
, See alttocked Sheets allotted
Address
| L
L L
, UK Postcode | | _ _ L o L L
; Name(s) Class of shares Number
allotted allotted
L
Address
L L
L L
UK Postcode . O _ L L oL !
Name(s) Class of shares Number
/--\‘ allotted allotted
; L
Address
L 1
L L
UK Postcode _ . L_ L o :
Name(s) Class of shares Number
allotted allotted
L
Address
L L
L L
UK Postcode | | _ _ L o oL L
Name(s) Class of shares Number
allotted allotted
L
3
‘| Address
L 1
L L
UK Postcode | . _ L L L L
Please enter the number of continuation sheets (if any) attached to this form 5

Date

Signed N ’A _Q./C‘

** A-dicoslor / sacretary '

** Please delete as appropriale

Contact Details

You do not have to give any contact
information in the box opposite but if
you do, it will help Companies House to
contact you if there is a query-on the
form. The contact information that you
give will be visible to searchers of the

public record.

Tel

DX number

DX exchange




Shares Number

Title |Forename(s) Surname Address Post Code |Allotted Allotted

MRS |STEFANIA BANKOWSKI-KING |20 NUTHATCH DRIVE BRIERLEY HILL WEST MIDLANDS DY5 ZRF Qrdinary 692
MR |SIMON JOHN BAXTER 2 MALLABY CLOSE SHIRLEY SOLIHULL WEST MIDLANDS B30 2PW Ordinary 692
MISS [CLAIRE BOWSKILL 4 COWPER CLOSE WARWICK WARWICKSHIRE CV34 5YR_ |Ordinary 276
MR |DENIS CLARKE 28 LAKE AVENUE WALSALL WEST MIDLANDS WSS 3PA Qrdinary 1,038
MRS |SUSAN CLIFFORD S HAZEL DRIVE HOLLYWQOOD BIRMINGHAM WEST MIDLANDS 847 5RJ Qrdinary 348
MRS |HAZEL ELIZABETH |COLLINS 2 LANGFIELD ROAD KNOWLE SOLIHULL WEST MIDLANDS B93 9PN QOrdinary 969
MRS |GAYNOR EDWARDS PQOL FARM STONEBRIDGE ROAD COLESHILL BIRMINGHAM B46 3JD Ordinary 1,385
MR |MARTIN RONALD |FOWLER 5 HORNBROOK GROVE OLTON SOLIHULL WEST MIDLANDS B92 7HH Ordinary 415
MRS |ALISON GOODMAN 32 ST PETERS CLOSE HALL GREEN BIRMINGHAM WEST MIDLANDS B28 OEF Ordinary 553
MISS |KAREN ANNE LUCAS 14 DORSET CLOSE FAZELEY TAMWORTH STAFFORDSHIRE |B78 3XY Ordinary 623
MRS |ANNE MOFFAT MCKISSOCK 19 BOWMONT PLACE EAST KILBRIDE GLASGOW LANARKSHIRE G75 8YG Ordinary 276
MRS {WENDY MOORMAN 57 WINCHESTER GARDENS NORTHFIELD BIRMINGHAM WEST MIDLANDS B31 2QA Ordinary 331
MR [DAVID MICHAEL |PAGE 14 DORSET CLOSE FAZELEY TAMWORTH STAFFORDSHIRE |B78 3XY Ordinary 138
MRS [IRENE PARKER 9 KINGHAM CLOSE WINYATES GREEN REDDITCH WORCESTERSHIRE |B98 0SA Ordinary 892
MR |SIMON PITCHFORD FLAT 39 585 MOSELEY ROAD MOSELEY BIRMINGHAM B12 9BL Ordinary 2,092
MRS |SARAH LOUISE PUGH 61 KIRKTONFIELD CRESCENT |NEILSTON GLASGOW LANARKSHIRE G78 3PU Qrdinary 276
MR |DAVID JOHN RATCLIFFE 11 ETTINGTON CLOSE DORRIDGE SOLIHULL WEST MIDLANDS BS3 8RR Ordinary 401
MRS |PAULA JANE SINCLAIR 142 RALPH ROAD SHIRLEY SOLIHULL WEST MIDLANDS B90 3JZ Ordinary 692
MR |CRAIG RICHARD |[SMITH 40 HIGHLAND ROAD GREAT BARR BIRMINGHAM WEST MIDLANDS B43 78Q Ordinary 415
MR |SIMON THOMAS 11 TUDOR CLOSE KINGS HEATH BIRMINGHAM WEST MIDLANDS B13 OPD Ordinary 193
MR JIAN ALISTAIR THOMSON 8 KITWOOD DRIVE SOLIHULL WEST MIDILANDS B92 9PH Ordinary 1,191
MRS [JULIE TOWLER 668 REDDITCH ROAD KINGS NORTON BIRMINGHAM WEST MIDLANDS B38 8LN Ordinary 276
MR JRAYMOND WALLACE 29 THE WILLOWS STRATFORD-UPON-AVON [WARWICKSHIRE CV379QJ [Ordinary 955
MISS |LISA WOOLLEY 23 BRINDLE CLOSE SHELDON BIRMINGHAM WEST MIDLANDS B26 1BN Ordinary 415
MRS |CHRISTINE YARNALL 15 VELSHEDA ROAD SHIRLEY SOLIHULL WEST MIDLANDS B90 2JL Ordinary 692




Class of  |Options

Title [Forsname(s) Sumarne Address Post Code [Shares Exercised
MR |PAUL JAMES ABBOTT 12 MIDOLETON ROAD SHIRLEY SOLIHULL WEST MIDLANDS 890 2JH Ordingry 763
MRS |MARGARET ADAMS 42 ELPHINSTONE AVE HASTINGS EAST SUSSEX TN34 2DJ__ [Ordinary 763
MRS [TRACEY AHMED 26 CHELWOCRTH ROAD KINGS NORTON BIRMINGHAM WEST MIDLANDS B3B8 OAE Ordinary 1,222
MR [MATTHEW ALLEN 11 HANAM CLOSE SUTTON COLDFIELD BIRMINGHAM WEST MIDLANDS B75 788 Ordinary 763
MR [PETER APOSTOLAKOPQULOS {5 DOLPHIN LANE ACOCKS GREEN |BIRMINGHAM WEST MIDLANDS 1827 TDF QOrdinary 917
MRS [TRACY ASHDOWN 30 WOLSELEY AVENUE ACQCKS GREEMN |BIRMINGHAM WEST MIDLANDS B27 652 Ordinary 763
MISS [JOANNE ASHFORD 15 FINMERE WAY SHIRLEY SOLIHULL WEST MIDLANDS 890 358 [Ordinary 1,527
|MISS [JOANNE ATTWOOD 16 RILEY ROAD YARDLEY WOOD BIRMINGHAM WEST MIDLANDS [814 404 Qrdinary 1,910
[MR__ [NATHAN DAVID BANNISTER 30 LOWFIELD ROAD BINLEY Esmz._..ﬂ\ WEST MIDLANDS Ordinary 763
MRS [KAREN BARLOW 7 KEELE CLOSE CHURCH HILL NORTH REDDITCH WORCESTERSHIRE Ordinary 763
MR [MATT BARRICK 7 ACHILLES CLOSE HEATHCOTE WARWICK WARWICKSHIRE Ordinary 2,292
MRS [HELEN BAXTER 2 MALLABY CLOSE SHIRLEY SOLIHULL WEST MIDLANDS (890 2PW  [Ordingry 763
MR [PHILIP ANTHONY BEARD 11 CEDARHILL DRIVE CANNOCK STAFFORDSHIRE |WS11 BNG_[Ordinery 1,527
MR__{SOLOMON BENJAMIN 3 ARCLEIGH CLOSE MICKLEGVER DERBY DERBYSHIRE DE3 OUB__|Ordinary 1,527
MS _.E_u_._._._ BENNETT 63 WINDRUSH ROAD HOLLYWOOD |BIRMINGHAM WEST MIDLANDS B47 5QA Ordingry 610,
[MRS [KIM BISLEY 8 COLLINS ROAD HELENSBURGH JBUNBARTONSHIRE Crdinary 1,527
IMR__ |STUART DOUGLAS BLACKWELL 31 282 CROW ROAD BROOMHILL GLASGOW LANARKSHIRE Ordinary 763
MRS _[SUSAN BLIZZARD 49 LIME CLOSE HOLLYWCOD _m_mz,zmTS: WEST MIDLANDS Ordinary 381
MISS {LAUREN BOWKETT 22 BERRINGTON CLOSE IPSLEY REDDITCH WORCESTERSHIRE Ordinary 81
MR |RALPH ANTHONY BROQK-FOX BALLANGREW FARMHOLUSE PORT OF MENTEITH STIRLING STIRLINGSHIRE Ordinary 3,821
MRS [CLAIRE BROWN 52 KEMSLEY ROAD MAYPOLE BIRMINGHAM WEST MIDLANDS Ordinary 305
[MISS_|EMMA LOUISE BROWNING 33 MARLBOROUGH AVENUE BROOMHILL GLASGOW LANARKSHIRE Ordinary 1,627
MR___[AARON BRUCE 5 NISSEN PLACE PARKLANDS CROOKSTON GLASGOW Ordinary 763
MRS [LOUISE BRUCE § NISSEN PLACE PARKLANDS CROOKSTON GLASGOW Ordinary 152]
MRS [DAVINA BURNETT 5 RICHMOND CLOSE HOLLYWOOD TBIRMINGHAM WEST MIDLANDS Ordinary 1,834
MRS {SUZANNE JOSEPHINE BURR 37 CUTLERS ROUGH CLOSE BIRMINGHAM WEST MIDLANDS Ordinary g3
IMR DAVID JAMES CAIN 2 FOREHILL ROAD AYR AYRSHIRE Ordinsry 1,527
MR GARY CARRIGAN 8 JOSEPH PERKINS CLOSE ASTWCOD BANK REDDITCH WORCESTERSHIRE Ordinary 381
MR__ |STEPHEN CARRIGAN 23 LOANHEAD CRESCENT NEWARTHILL MOTHERWELL LANARKSHIRE Ordinary 763
MR__ISTEVEN CARTLIDGE 41 NEARHILL ROAD WEST HEATH BIRMINGHAM WEST MIDLANDS Ordinary 763
MR {JOSEPH MARLEY MARTIN |CASSIDY 20 LOCH BRORA CRESCENT * COATEBRIDGE JLANARKSHIRE ML5 1EQ Ordinary 2,292
_zm ROBERT CHAMBERS 38 ARUNDEL CRESCENT OLTON | SOLIRULL, WEST MIDLANDS BI28RG  [Ordinary 6104

CLARKE 28 LAKE AVENUE WALSALL |WEST MIDLANDS {WS5 3PA__ |Ordinary 1,527

CLARKE 106 DERWENT ROAD STIRCHLEY _m_xz___, GHAM WEST MIDLANDS 830 202 Crdinary 1,222

CLIFF 60 RANLWAY STREET WEST BROMWICH WEST MIDLANDS {B70 HU Qidinary 1,627
IMRS JLYNNE CLYNE 4 LOCHMABEN ROAD GARTCOSH GLASGOW LANARKSHIRE GBS BLA___ [Ordinary 17
IMISS |ROSEMARY CONIRY 83 FIRTH DRIVE YARDLEY WOOD BIRMINGHAM WEST MIDLANDS W.I 4DL Ordinary 305
MRS |NADINE ELIZABETH CONNOLLY 1 GADDESBY ROAD KINGS HEATH {BIRMINGHAM WEST MIDLANDS B14 7EX Crdinary 840
MR___|RAYMOND ARTHUR SONNOR 8 WISHAW LOW ROAD CLELAND MOTHERWELL LANARKSHIRE {ML1 50U [Ordinary 1,680
MR [RICHARD CHARLES COOK HEATHLEIGH ROAD BIRMINGHAM WEST MIDLANDS B38 BHG Ordinary 458
MISS [LuCy COX 8 THREE QAKS ROAD WYTHALL BIRMINGHAM WEST MIDLANDS B47 €HQ Ordinary 458
MR DUNCAN CRABBE 19 LONGVILLE CLOSE ABBEYMEAD GLOUCESTER GLOUCESTERSHIRE |GL4 558G |Ordinary 228
MR |BARRY CRAIG 4 CURLINGMIRE EAST KILBRIDE GLASGOW LANARKSHIRE G75ONH__ [Ordinary 783
MRS |CHRISTINE CRAWFORD 30 BOWNESS RD DALTON-IN-FURNESS CUMERIA LA15 BNJ _ |Ordinary 2,292
MISS |EVELYN ANNE CROSBIE 204 CUMBERNAULD ROAD MUIRHEAD GLASGOW LANARKSHIRE G659 ONB __ |Ordinary 7863
MISS [SAMANTHA CROSS 24 IRON WAY ASTON FIELDS [EROMSGROVE WORCESTERSHIRE _mmo 3GN Crdinary 54
MISS [SHARON DAVIDSQON FLAT 32 1 WHITE CART COURT GLASGOW LANARKSHIRE {G43 2AT Ordinary 763
MR [ADAM PETER DAVIES 3 BIRMINGHAM ROAD ALVECHURCH BIRMINGHAM WEST MIDLANDS Ordinary 10
MRS [CATHERINE DELANEY 31 COTFORD ROAD MAYPOLE BIRMINGHAM WEST MIDLANDS Ordinary 05
MR [NIGEL DOBSON 44 THE HAZELS BLACKBURN LANCASHIRE Ordinary 1,527
MISS [JACQUELINE SUSAN DOCKER 102 CAMPBELLS GREEN SHELDON BIRMINGRAM WEST MIDLANDS Ordinary 381
MRS [JAYNE CHRISTINE DOVEY 143 GROVELEY LANE WEST HEATH BIRMINGHAM WEST MIDLANDS Ordinary 1,863
MISS {JOANNE CHRISTINE EAST 66 THURLSTON AVENUE SOLIHULL WEST MIDLANDS Ordinary 763
MRS |JANE EDWARDS 50 KESTREL GROVE WILLENHALL WEST MIDLANDS W\V12 5HQ _{Ordinary 458
MR |DAVID EUBANK 43 ST PETERS CLOSE BROMSGROVE WORCESTERSHIRE 861 7DY Ordinary 3,821
MRS _{TRACY FAULKNER 14 SIR HILTONS ROAD WEST HEATH BIRMINGHAM WEST MIDLANDS |831 3NP___[Ordinary 30¢

~



MR [TIMOTHY [FENTON 3 TUTNALL GRANGE TUTNALL BROMSGROVE WORCESTERSHIRE _[B60 INN___ |Ordinary 3,821
MR |STEWART 4 MILL WALK SNUFF MILL LANE COTTINGHAM NORTH HUMBERSIDE [HU16 4RP__|Ordinary 1,527,
MR__|JEUGENE JAMES 26 MARY FISHER CRESCENT DUMBARTON DUNBARTONSHIRE G82 18F __ {Ordinary 1,527
MISS |LINDA 3 HEATHLEIGH ROAD BIRMINGHAM WEST MIDLANDS 838 8HG__ {Ordinary 458
MR [DANIEL 27 WARMINGTON ROAD HOLLYWOOD BIRMINGHAM WEST MIDLANDS 347 SPE___{Ordinary 456
MR__|BRIAN ALBERT 44 NEWTOWN ROAD EASTLEIGH HAMPSHIRE 5050 9BW _[Ordinary 783
MRS |YVONNE 11A LINDSWORTH RCAD KINGS NORTON |BIRMINGHAM WEST MIDLANDS 330 3NH___ |Ordinary 4581
MRS _|MADELEINE 11 MIDDLE DRIVE REDNAL BIRMINGHAM WEST MIDLANDS B45 BAL Qrdinary 458]
MR__ |ANDREW 7C MCDONALD STREET DUNDEE ANGUS DD2718___ |Ordinary 534
MISS_[LISA MARIE 27 GLENDARUEL RCAD CATHXIN RUTHERGLEN GLASGOW G735PY__ [Ordinary 2,292,
MR |PAUL GLENNON 28 BEWELL HEAD BROMSGROVE WORCESTERSHIRE B61BHY _ |Ordinary 504
MR [KEVIN MARK GRAVENER 3 PARAGON TERRACE CHELTENHAM GLOUCESTERSHIRE GL532 7LA__ |Ordinary 2,292
MR__|DAVID GRAY 6 ELM GARDENS PERTH PERTHSHIRE PH11ES _ [Ordinary 763
IMR___[FRANK HALL 30 FARFIELD CLOSE EDENTHORPE DONCASTER SOUTH YORKSHIRE _[DN3 2RA__ |Ordinary 763
IMISS [JACQUELINE HANLON FLAT 31 76 SPRINGHILL GARDENS [SHAWLANDS GLASGOW G412EZ __ |Ordinary 358
MR |RICHARD HANLCN 51 DANFORD LANE SOLIHULL WEST MIDLANDS BS1 1QD___|Crdinary 3,821
MR___|STEVEN DAVID ANNAFORD 37 LONG MEADOW RDAD LICKEY END BROMSGROVE WORCESTERSHIRE Grdinary 1,069
MR_|GREGORY HARRIS 7 BIRCHY CLOSE SHIRLEY SOLIHULL WEST MIDLANDS B80 10L Crdinary 3,821
MISS [DEBORAH HEALY HAXTON COLWOCD GARDENS GLASGOW LANARKSHIRE GE3 7YN___ | Ordinary 610
[MISS [SADIE HEMMINGS 7 BURLEIGH ROAD HINCKLEY LEICESTERSHIRE LE10 00G__|Ordinary 458
MISS [KATHARINE HEUSTCN FLAT 272 B85 ARMADALE STREET __ |GLASGOW LANARXSHIRE G312PS___ [Ordinary 534
MR__|GEOFFREY HILTON 14 CHANTRY CRESCENT ALCESTER WARWICKSHIRE _Ew 58T Crdinary 3,821
MRS [FIONA HOLEAND 116A WELFORD ROAD SHIRLEY SOLINULL WEST MIDLANDS B90 3HT Ordinary 763
MISS TANGELA HUDSON 51 ADAMS HILL BARTLEY GREEN BIRMINGHAM WEST MIDLANDS {832 3Q) Ordinary 763
[MR__|DARREN HUGHE B6 HURCOTT RCAD KIDDERMINSTER WORCESTERSHIRE OY192Q7__|Ordinary 381
MRS _|SHARON HUGHES 2 WYHCQUSE ROAD KINGS NORTON _m_wz_zm,.s,z WEST MIDLANDS 836 84D Ordinary 763
MR__|SIMON DAVID HUGHES 27 HAZELTREE CROFT ACOCKS GREEN BIRMINGHAM WEST MIDLANDS B27 7X5___|Ordinary 763
MR__[RODNEY K VEY 10 HIGHER PENPONDS |PENPONDS CAMBORNE CORNWALL TR14 0QG_ |Ordinary 381
MS __ [NICOLA JOHNSON 8 OUTRAM DRIVE SWADLINCOTE DERBYSHIRE DE118LR__ [Ordinary 1,910
MRS [KAREN ANN KERR 47 BLAIRBETH ROAD BURNSIDE GLASGOW LANARKSHIRE G73 4JF Ordinary 3,821
MISS |RACHAEL KEYES 12 HANGING LANE NORTHFIELD BIRMINGHAM WEST MIDLANDS B31 5LP Ordinary 510
MR___|TANVEER KHALIQ 85 RUSSELL ROAD HALL GREEN BIRMINGHAM WEST MIDLANDS B28 8SG___ |Ordinary 458]
MISS JARLENE KING 22 KINGS CLOSE KINGS HEATH BIRMINGHAM WEST MIDLANDS B146TP___ |Ordinary 810
MR__[DAVID KNIGHT 12 REDHILL ROAD NORTHFIELD BIRMINGHAM WEST MIDLANDS B31 30 |Ordinary 763
MISS |CARCL A LANG CORRIE VIEW FCAT 171 98 QUEEN STREET KIRKINTILLOCH GE6 1JW _ |Ordinary 1,527
MRS _|DEBRA LEES 121 DANFORD LANE OLIHULL WEST MIDLANDS B911GG __ |Ordinary 305
MR__|KARL LISNELL JASMINE GOTTAGE ;CHOCL ROAD STOKEINTEIGNHEAD NEWTON ABBOT TQ12 4QE__|Ordinary 3814
MRS |PATRICIA LINNELL JASMINE COTTAGE SCHOOL ROAD STOKEINTEIGNHEAD NEWTON ABBOT TQ12 4QE  |Ordinary 458
MR_|ROBERT VICTOR LITTEN 5 ST PETERS ESTATE HOLYWELL CLWYD CHB8 7UW__|Ordinary 1,145
[MR__|NEIL ROBERT LLOYD 1 WESTWOOD DRIVE RUBERY REONAL BIRMINGHAM WEST MIDLANDS B45 OWF___ |Ordinary 610]
MISS JAMANDA LOWE 1 PRIMROSE LANE HALL GREEN BIRMINGHAM WEST MIDLANDS B28 0J5 Qrdinary 458
MR__|DEAN ANDREW LOWE 1 PRIMROSE LANE HALL GREEN BIRMINGHAM WEST MIDLANDS B28 0JS Ordinary 763
MR__|GERALD LUCAS 2 HOLLYWODD GREAT BARR BIRMINGHAM WEST MIDLANDS B43 6EH___ [Ordinary 763
MR__IDONALD MAGLEOD 70 MOUNTCASTLE CRESCENT ECINBURGH MIDLOTHIAN EHB 7SE___|Ordinary 534
MISS |HELEN MACLEDOD 14 WILLOW STREET ANNIESLAND GLASGOW LANARKSHIRE GI131EX__ |Ordinary 2,292]
MR__|BRETT MALYON 10 IRIS DRIVE KINGS HEATH BIRMINGHAM WEST MIDLANDS 14 5AG__ |Ordinary 2,292
MR __|BRIAN [MARTIN 51 BEAUMONT ROAD BOURNVILLE BIRMINGHAM WEST MIDLANDS B30 2EA _ [Ordinary 3,82t
MR__|[FRANK MASON 18 MICKLETON ROAD OLTON SOLIHULL T MIDLANDS B92 7EH _ [Ordinary 763
MR __ |STEPHEN JOHN _=>wmm< 114 CROFTHCRNE ROAD SHIRLEY SOLIHULE WEST MIDLANDS B30 31 Ordinary 1,527
MRS |SUSAN |MASSEY 114 CROFTHORNE ROAD SHIRLEY SOLIHULL WEST MIDLANDS B90 3JJ Ordinary 7,527
MRS _|KATHLEEN |MATHERS 12 RESTON DRIVE HILLINGTON GLASGOW (ANARKSHIRE G52 2LW___|Ordinary 361
MR___|RYAN ANDREW |MCALLISTER 738 GREENHOLME COURT CATHCART GLASGOW LANARKSHIRE G44 4DU__{Ordinary 763|
MISS [PAULINE TMECOOL 58 HOLM GARDENS MOSSEND BELLSHILL LANARKSHIRE ML4 2BP  {Ordinary 1,527
MS__ [HELEN MARGARET |MCCORMICK 72 RIVERSIDE ROAD WATERFOOT GLASGOW LANARKSHIRE G76 ODG___ |Ordinary 1,527
MR |FRANK [MEGET TRICK 9 BRUCELANDS ELGIN MORAYSHIRE W30 115 |Ordinary 763
MRS |VALERIE JMCGREGOR 84 LAUNCHERHEAD ROAD LOCHGELLY FIFE KYS9EQ __ |Ordinary 763
MISS [ANGELA MCLEAN 34 BINEND ROAD POLLOK GLASGOW LANARKSHIRE G53 818 Ordinary 1,527
MR__[JAY _g_wd# 81 ROSAMUND STREET PALERY WALSALL WEST MIDLANDS WS514LB__ |Ordinary 3,821
MR__|NEIL |MITCHELL 2 KELCLIFFE GROVE GUISELEY LEEGS WEST YORKSHIRE __|L520 9E2 _ |Ordinary 3821
MR__[MALCOLM IMOORE 81 PARK HALL ROAD WALSALL WEST MIDLANDS W55 3HS __|Ordinary 3,056
MRS _|CLAIRE [MORGAN 69 STANDHILLS ROAD KINGSWINFCRD WEST MIDLANDS DY¥6 8J5 __ |Ordinary 153]




MR__|ANDREW MORRIS 30 BRITANNIA GARDENS STOURPORY-ON-SEVERN [WORCESTERSHIRE DV13 6NZ__ [Ordinary 763
MRS _|CLARE MOUNTFORD 17 STONEHAVEN AMINGTON TAMWORTH STAFFORDSHIRE, B77 30X__{Ordinary 763
MRS |BEVERLEY ELLEN MYERS 25 LOCKTON ROAD STIRCHLEY IRMINGHAM WEST MIDLANDS 830 2UR Ordinary 1,145
MISS_[HEATHER NAVID Z COPPICE GARDENS HOLLYWOOD RMINGHARM WEST MIDLANDS 847 500 |Ordinary 1,145
MR__|STEPHEN KENNETH NESBITT 4 PRIEST MEADOW CLOSE ASTWOOD BANK EDDITCH WORCESTERSHIRE |85 6HT___ |Ordinary 1,054
Tmm REBECCA NICOLL 4 THE CLOISTERS STUDLEY WARWICKSHIRE 880 7JR__ [Ordinary 17
fzm ASHLEY O'DELL & GRANVILLE STREET LEAMINGTON SPA WARWICKSHIRE Gv3Z2 5XN__|Ordinary 3,821
MRS_|CATHERINE JULIE OWEN 11 BUTTERMERE COURT SELBY NORTH YORKSHIRE YO84BD __[Ordinary 458
MR__IMICHAEL JOHN PAGE {23 THE CENTRE WAY YARDLEY WOOD BIRMINGHAM WEST MIDLANDS B14 4HX__ |Ordinary 763
MRS_|SUSAN PAGE 34 CHEVELEY AVENUE REDNAL BIRMINGHAM WEST MIDLANDS B45 GRE__ [Ordinary 305
MRS _[ALISON JANE 33 OLD DAK ROAD |BIRMINGHAM WEST MIDLANDS B38 9AJ __ [Ordinary 1,069
MR RICHARD 358 HIGHTERS HEATH LANE . [HOLLYWOOD BIRMINGHAM WEST MIDLANDS B1d4 4TA Ordinary 917
MS__|CAROLANN 46 PARKHOLM DRIVE PARKLANDS MEADOW __ |GLASGOW CANARKSHIRE G53 TWR__ |Ordinary 38|
MISS [JENNIFER CAROLE 25 ALBERT DRIVE BEARSDEN GLASGOW [ANARKSHIRE G612PG__ |Ordinary @_
MRS [DEBQRAH LOUISE 86 FOXCOTE CLOSE REDDITCH WORCESTERSHIRE 898 OPS Ordinary 763
MISS [SUSAN B7 MIDHURST ROAD KINGS NORTON BIRMINGHAM WEST MIDLANDS ___|B30 3RA__ [Ordinary 163
MRS _|SARAH 2 SEYMOUR AVENUE NORTHWICK WORCESTER WORCESTERSHIRE _|WR3 7LT__ |Ordinary 3,056
MISS [TINA MICHELLE 27 ALDERSHAW ROAD YARDLEY BIRMINGHAM WEST MIDLANGS 826 1HN Ordinary 1,222
MR TERRY 59 BEVAN LEE ROAD CANNOCK STAFFORDSHIRE WS11 2PU__|Ordinary 610
MRS _|EVELYN ANN 84 CHARLES CRESCENT LENZIE GLASGOW UANARKGHIRE G66 SHG | Ordinary 763
MRS |ALISON 233 BRACEBY AVENUE BIRMINGHAM WEST MIDLANDS B13 0US Ordinary 458
MR__[DAVID JOHN RODGERS 2 ARCHERS AVENUE \RVINE AYRSHIRE KA112GB_ |Ordinary 1,069
MR_|KEVIN ROGERS 20 HEDLEY ROAD FLACKWELL HEATH HIGH WYCOMBE. BUCKINGHAMSHIRE {HP10 BAY _[Ordinary 305
MR__[DAVID ROWLAND 37 BARNES ROAD DARLINGTON COUNTY DURHAM OL3 88N __[Ordinary 1,527
MRS _|SUSANNE LESLEY ROWLAND 37 BARNES RD DARLINGTON COUNTY DURHAM DLAGBN__ |Ordinary 763
MRS _|HELEN SADLER 50 PROSPECT ROAD MOSELEY BIRMINGHAM WESTMIDLANDS — JB13 870 |Drdinary 763
MR__|DAVID JONATHAN SCOTT 385 ALCESTER ROAD WY THALL BIRMINGHAM WEST MIDLANDS ___|B47 6JL___ [Ordinary 305
MR PHILIP SCOTT 42 AINSWORTH ROAD BURY LANCASHIRE BLS 2QB Ordinary 1,527
MR CRAIG ALAN SHAW 16 INNISFREE CLOSE WYTHALL BIRMINGHAM WEST MIDLANDS B47 BEW Qrdinary @
MISS {MICHELLE SHEEHAN 28 MIDHURST ROAD KINGS NORTON BIRMINGHAM WEST MIDLANDS B30 3RB Ordinary mﬁ
MR LANCE GREGORY SHOWELL 70 BRANDWOOD CRESCENT NIGHTINGALE PARK KINGS NORTON BIRMINGHAM B30 3PZ Ordinary 458
MR__|SANTORH INGH 1 PEAR TREE CRESCENT SOLIRULL LODGE SOLIHULL WEST MIDLANDS B9O LB |Ordinary 340
MR_|GRAHAM LLOYD INGLETON HIGH MEADGW ALDERMINSTER STRATFORD-UPON-AVON | WARWICKSHIRE 'CV37 8NX__[Ordinary 3,821
MR__[DALE SKELLY 19 SOMERBY DRIVE SOLIHULL WEST MIDLANDS B91 3vY___ |Ordinary 1,023
MR BARRY SMITH 16 KINNERSLEY CLOSE REDDITC WORCESTERSHIRE B98 0LB Ordinary 810
MR DAVID SMITH 24 HEMPER LANE GREENHILL SHEFFIELD SOUTH YORKSHIRE |S8B 7FD Qrdinary 1,827
MRS _|DOROTHY SMITH 25 MAIN STREET GOWDALL GOOLE NORTH HUMBERSIDE |DN14 0AG | Ordinary 763
IMR_[NEIL SMITH 85 LIMBRICK GLOSE SHIRLEY SOLIHULL WEST MIDLANDS B30 215 __|Ordinary V537
1,.___.m RICHARD SMITH NNAGE ROAD NORTHFIELD _m__ﬂz__zmI).s WEST MIDLANDS B31 2DX Ordinary 3,821
[MRS "[SUSAN SMITH 30 AVENEL ROAD KNIGHTSWOOD _mr’mmoé LANARKSHIRE G132ZNZ__|Ordinary 458]
MRS |PATRICIA SPELLACY 42 BIBURY ROAD HALL GREEN BIRMINGHAM WEST MIDLANDS B28 0HQ Ordinsry 1,527
MISS |SAMANTHA SPINK 28 DENVER ROAD MAYPOLE BIRMINGHAM WEST MIDLANDS B14 SED Ordinary w.mm_
MRS _|SHEILA STEVENTON 62 TILEHOUSE GREEN LANE RNGWLE SOLIULL WEST MIDLANDS ___[B93 OEY__ |Ordinary 458
[MR_|PETER STRAW THE OLD STRAW BARN RIDGEWAY FARM COURT {CRIGH LANE AMBERGATE DES6 2JL__ |Ordinary 1527
MR PHILLIP THOMAS 18 ROYAL WORCESTER CRESCENT |BROMSGROVE WORCESTERSHIRE B50 2TA Ordinary 917
MRS_[JULIE TOWLER 669 REDOITCH ROAD KINGS NORTON BIRMINGHAM WEST MIDLANDS BIBBLN  |Ordinary 381
MRS |HANSA VADUKAR 32 PEVERELL DRIVE BIRMINGHAM WEST MIDLANDS B28 9DG Ordinary 1,527
[MR__|DERRICK VENUS 5 MANOR CLOSE DRIFFIELD NORTH HUMBERSIDE V025501 |Ordinary 305
MR ADAM WALKER 34 MILLBRAE CRESCENT LANGSIDE GLASGOW LANARKSHIRE G42 OUN Ordinary 1,527
MR GRAHAM WARD 11 HIGHWOQD CROFT KINGS NORTON BIRMINGHAM WEST MIDLANDS B30 BET Ordinary 1,527
MR__[ANDREW WATKING 3 ROBIN DRIVE CLAINES WORGESTER WORGESTERSHIRE _|[WR3 7NN__|Ordinary 152
MR__|DUNCAN WATSON CHRISTIE AVENUE CASTLEFIELDS STAFFORD STAFFORDSHIRE___|S116 1AB__ |Ordinary 763
MR [IAN WATSON 5 BRANDEN ROAD ALVEGHURCH WORCESTERSHIRE B4B 7PE _ [Ordinary 3,621
MR__|[KENNETH MACDOUGALL |WATSON 10 NORTHBANK ROAD RIRKINTILLOGH GLASGOW LANARKSHIRE G66 1EZ__ |Ordinary 3,821
MISS [MARIE WATSON 11388 DUMBARTON ROAD WHITEINCH GLASGOW LANARKSHIRE G14 0Q0___|Ordinary 381
MR TIM WEAVER 225 SUTTON ROAD WALSALL WEST MIDLANDS W55 JAP Ordinary 1,527
MRS _|TRACY WESTBURY G EASTHOUSE DRIVE HURLEY ATHERSTONE WARWICKSHIRE CVBZHB __[Ordinary 1,527
[MR__|NEIL WESTON 226 SALTERS LANE BROCKHILL REDDICH WORCESTERSHIRE__|B97 6JG___ |Ordinary 917
IMRS [ANN WESTWOOD 81 BARN LANE KINGS HEATH .lm.ﬂz_zmlbz 'WEST MIDLANDS B13 OSN Ordinary 917
MR RONALD W WICKS 3 FERRYMAN PARK PAULL HULL NORTH HUMBERSIDE |HU12 8PS |Ordinary 1,527
MR DAVID BRYCE WILKINSON 23 WINTER GARDENS WAY BANBURY OXFORDSHIRE O0X16 1UX  [Ordingry 1,910




MRS MICHAELA WILLIAMS ]23 UPPER FIELD CLOSE CHURCH HILL NORTH |REDDITCH WORCESTERSHIRE _ |B88 8LE Ordinary 458
MRS [PENNY WILLIAMS 117 CHINNBROCK ROAD BILLESLEY BIRMINGHAM WEST MIDLANDS B13OLY Qrdinary 305
IMRS [PENNY WILLIAMSON |66 CLAVERDGN DRIVE GREAT BARR BIRMINGHAM WEST MIDLANDS B43 SHP Qrdinary 168
MISS [DIANE WILSON |28 WHITHORN CRESCENT MOQDIESBURN - |GLASGOW LANARKSHIRE G69 OHR___|Crdinary 527
MR__ |KEVIN WILSON |5 SEGBOURNE ROAD RUBERY BIRMINGHAM WEST MIDLANDS B45 65Y Qrdinary 527
MR__ |STEPHEN WILSON 261BEAVER HILL ROAD HANDSWORTH SHEFFIELD SQUTH YORKSHIRE  |$13 8QD Ordinary 527
MRS JCAROLYN WITHERS 2 FOXWALKS AVENUE BROMSGROVE WORCESTERSHIRE B&1 TNE Crdinary 305
MRS _|LORRAINE WOODLEY 26 MAYPOLE LANE MAYPOLE BIRMINGHAM WEST MIDLANDS B14 5JG Crdinary 305
MR__|NEIL WOOLGAR 0 BROUGHTON ROAD STOURBRIDGE WEST MIDLANDS DYS OXP Crdinary 992
MRS [SUSAN WORTHINGTON 3 CLEVES ROAD RUBERY BIRMINGHAM WEST MIDLANDS B45 8US Ordinary 763
MR [DAVID YATES 7 STANLEY RD RADCLIFFE MANCHESTER LANCASHIRE M26 4HG  [Ordinary 763
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Companies House

foae 2t erened

Please complete in typescript, or
in bold black capitals.

83

(Revised 2005)
Return of Allotment of Shares

CHW P000
Company Number 3524909
Company name in full Resolution plc

Shares allotted (including bonus shares):
(see Guidance Booklet GBAG)

1 Date or period during which
" shares were allotted

From

Day Month Year

To

Day Month Year

(If shares were allotted on one date 0 1
enter that date in the "from" box) |

0 62 0 0 7
l 1|

[ Y N

Class of shares _ _
{ordinary or preference elc) Ordinary Ordinary
Number allotted 1886 5463
Nominal value of each share £0.05 £0.05
Amount (if any) paid or due on each

share (including any share premium) £3.19 £3.08

~cash please state:

List the names and addresses of the allottees and the
number and class of shares allotted to each overleaf
If the allotted shares (including bonus shares) are fully or partly paid up otherwise than in

% that each share is to be
treated as paid up

% (if any) that each share
is to be paid up in cash

Consideration for which
the shares were allotted

{This information must be supported by
the original or a certified copy of the

contract or by Form 88(3) if the contract
is not in writing)

Companies House receipt date barcode

This form has been provided free of charge

When you have completed and signed the form please send it to the
Registrar of Companies at:

by Companies House. Companies House, Crown Way, Cardiff, CF14 3UZ DX 33050 Cardiff
for companies registered in England and Wales or
0972005 Companies House, 37 Castle Terrace, Edinburgh, EH1 2ZEB DX 235 Edinburgh

for companies registered in Scotland

or LP - 4 Edinburgh 2




Shareholder details
(iist joint allottees as one shareholder} Shares and share class a"_Otted
Name(s) Class of shares Number
Mrs Heidi Jukes allotted allotted
1
Address
1 Comice Grove, Crowle, Worcester  Ordinary 4287
| - ~Orcinary |
UK Postcode .lN.B J _ ._‘_1 ._§ E L L
Name(s) Class of shares Number
Ms Beryl Richards allotted allotted
L
Address
I18 Crabmill Lane, Hollywood, Birmingham lOrdinary . 1519
| L L
UK Postcode B3 8 _ 0 HA ! :
Name(s} Class of shares Number
Miss Sian Bowen a||0tted a"otted
L .
1 Address
I40 Highland Road, Great Barr, Birmingham IOrciinary .1543
L L L
UK Postcode ,_B .f 1} . lz L_S 19 L L
Name(s) Class of shares Number
allotted allotted
L
Address
L 1 L
L t L
UK Posteode _ _ . L L_ L o ' :
Name(s) Class of shares Number
allotted allotted
L
Address
L L L
L L L
UK Postcode L L - L L o L L

Please enter the number of continuation sheets (if any) attached to this form

Signed

M/CA Date
ohn istrat . ver

“*A-dicactar / secretary Lil

** Please delete as appropriate

Contact Details

You do not have to give any contact
information in the box opposite but if

you do, it will help Companies House to
contact you if there is a query on the

form. The contact information that you Tel

give will be visible to searchers of the

public record. DX number DX exchange




Regulatory Announcement T,
M 2

Go to market news section

Company Resolution PLC -

TIDM RSL -
Headline Holding(s) in Company Remlutm
15:38 05-Jun-07

8204X

Released

Number

| TR-1: Notifications of Major Interests in Shares

1. Identity of the issuer or the underlying issuer Resolution plc
of existing shares to which voting rights are

attached:

2. Reason for notification (yes/no)

An acquisition or disposal of voting rights Yes

An acquisition or disposal of financial instruments which may result in the
acquisition of shares already issued to which voting rights are attached

An event changing the breakdown of voting rights

Other (please specify):

Clive Cowdery
3. Full name of person(s) subject to (Resolution plc Chairman and proxy
notification obligation: holder)

Goldman Sachs Securities (Nominees)

4. Full name of shareholder(s) (if different Limited plus 128 proxy holders with

from 3): holdings of less than 3%
5 June 2007
5. Date of transaction (and date on which the
threshold is crossed or reached if different):
5 June 2007
6. Date on which issuer notified:
Above 3%

7. Threshold(s) that is/fare crossed or
reached:

8: Notified Details :
A: Voting rights attached to shares

l

Classl/type | Situation previous to Resulting situation after the triggering transaction
of shares the triggering Number Number of voting Percentage of
:fs mscs;l;': use | transaction of shares | rights voting rights
Number Number Direct Indirect Direct Indirect
of shares | of voting
rights

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i...  05/06/2007



Ord shares Below 3% Below 3% 20,882 468 20,548,532 333,936* 2.997% 0.048% |
of 5p each

GB0004342563

B: Financial Instruments

Resulting situation after the triggering transaction

Type of financial | Expiration date Exercise/ No. of voting rights Percentage of
instrument conversion that may be vating rights
period/date acquired (if the
instrument

exercised/converted)

Total (A+B)
Number of voting rights Percentage of voting rights
20,882,468 3.045%

9. Chain of controlled undertakings through which the voting rights and /or the
financial instruments are effectively held, if applicable:
N/A

Proxy Voting:

10. Name of proxy holder: Clive Cowdery
(Resolution plc Chairman)
11. Number of voting rights proxy 333,936 *

holder wiil cease to hold:

12. Date on which proxy holder will 6 June 2007
cease to hold voting rights:

13. Additional information: This notification relates to the discretionary
voting rights held by Clive Cowdery as
Chairman of Resolution plc pursuant to the
proxies received from shareholders for
Resolution plc's AGM to be held on 6 June
2007. The voting rights will lapse upon
conclusion of the meeting.

*Clive Cowdery has been given discretion
of between 301,523 to 333,936 votes
dependant on the resolution to be voted
on.

14 Contact name: Steven Watts

Assistant Company Secretary

15. Contact telephone name: 01564 20 4339

http://www londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i...  05/06/2007




END

Close

London Stock Exchange plc is not responsible for and does not check content on this Websilte. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms and conditions, inciuding restrictions on use and distribution apply.

£,2C07 Lengan Slock Exchange plc All nghts reserved
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Regulatory Announcement

Go to market news section M &
Company Resolution PLC

TIDM RSL [

Headline AGM Statement Remlutm

Released 11:12 06-Jun-07

Number 8650X

Resolution plc — Results of AGM

Resolution plc announces that at its Annual General Meeting convened and held at the Cumberland,
Great Cumberland Place, London, W1A 4RF on Wednesday 6 June 2007 at 10.30am, all the
proposed ordinary and special resolutions were duly passed on a show of hands.

Proxies were validly appointed in respect of 410,688,162 shares. A summary of the proxy votes
received by the Company prior to the meeting were as follows, based on 685,903,766 shares in issue:

Resolution Votes for & Votes against | Votes
discretion withheld*

I. Receive directors’ report and audited 409,259,521 967,929 460,712

accounts

2. Approve the remuneration report 389,971,669 2,561,439 18,155,054

3. Declare a final dividend of 13.28p per 410,294,051 3,000 391,111

ordinary share

4. Elect lan Maidens as a director 406,739,642 1,597,041 2,351,479

5. Elect Brendan Meehan as a director 406,727,872 1,619,386 2,340,904

6. Elect Jim Newman as a director 406,745,193 1,603,009 2,339,960

7. Re-elect Paul Spencer as a director 410,322,964 333,182 32,016

8. Re-appoint Emnst & Young LLP as auditors | 400,818,386 3,315,392 554,384

9. Authorise directors to determine the 408,908,248 1,226,641 553,273

remuneration of the auditors

10. Authorise directors to allot shares 410,424,697 216,311 47,154

11. Dis-apply pre-emption rights on allotment | 410,367,566 257,602 62,994

of shares for cash **

12. Authorise the Company to purchase its own | 410,543,764 103,247 41,151

shares **

13. To amend the Articles of Association®* 409,796,693 237,722 653,747

* A “vote withheld” is not a vote in law and is not counted in the calculation of the proportion of
the votes for and against the resolution.
** Denotes special resolution.

Copies of all resolutions passed as special business (10 to 13) have, pursuant to Listing Rule 9.6.2,
been submitted to the FSA and will shortly be available for inspection via the FSA Document
Viewing facility situated at: Financial Services Authority, 25 The North Colonnade, Canary Wharf,
London E14 5HS.

Steven Watts

Assistant Company Secretary
01564 204339

6 June 2007

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i...  06/06/2007




END

|Close

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

SRCOT London Steck Exchange Hlc Al nghis resenad
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Regulatory Announcement

Go to market news section @ S
Company Resolution PLC

TIDM RSL -

Headline DirectorfPDMR Shareholding ReSOh-ltm

Released 17:15 08-Jun-07

Number 0796Y

NOTIFICATION OF TRANSACTIONS OF DIRECTORS, PERSONS DISCHARGING
MANAGERIAL RESPONSIBILITY OR CONNECTED PERSONS

This form is intended for use by an issuer to make a RIS notification required by DR 3.1.4R(1).

(1) An issuer making a notification in respect of a transaction relating to the shares or debentures of
the issuer should complete boxes | to 16, 23 and 24.

(2) An issuer making a notification in respect of a derivative relating to the shares of the issuer should
complete boxes 1 10 4, 6, 8, 13, 14, 16, 23 and 24.

(3) An issuer making a notification in respect of options granted to a director/person discharging
managerial responsibilities should complete boxes 1 to 3 and 17 to 24,

{4 An issuer making a notification in respect of a financial instrument relating to the shares of the

issuer (other than a debenture) should complete boxes | to 4, 6, 8,9, 11, 13, 14, 16, 23 and 24,
Please complete all relevant boxes in block capital letters.

l. Name of the issuwer
RESOLUTION PLC
2. State whether the notification relates to (i) a ransactlion notified in accordance with DR 3.1.4R(1)(a); or

(ii) DR 3.1 4(R){1)(b) a disclosurc made in accordance with section 324 (as extended by section 328} of the Companies
Act 1985; or

{iii) both (i) and (ii)

(i)

3. Name of person discharging managerial responsibilities/director
GRAHAM LLOYD SINGLETON

4. State whether netification relates to a person connected with a person discharging managerial responsibilitiesidirector
named in 3 and identify the connecred person

NO

5. Indicate whether the notification is in.respect of a holding of the person referred to in 3 or 4 above or in respect of a
non-beneficial interest

HOLDING OF INDIVIDUAIL NAMED IN 3 ABOVE
6. Description of shares (including class), debentures or derivatives or financial instrurnents relating to shares
ORDINARY SHARES OF 5P EACH

7. Name of registered shareholders(s) and, if more than one, the number of shares held by each of them

GRAHAM LLOYD SINGLETON



|

8§ State the nature of the transaction

EXERCISE OF AWARD UNDER THE RESOLUTION 1998 SAVINGS RELATED SHARE OPTION
SCHEME

9. Number of shares, debentures or financial instruments relating to shares acquired

3,821

10. Percentage of issued class acquired (treasury shares of that class should not be taken inte account when calculating
percentage)

MINIMAL
11. Number of shares, debentures or financial instruments relating to shares disposed
NA

12. Percentage of issued class disposed (treasury shares of that class should not be taken into account when calculating

percentage)

MINIMAL

13. Price per share or value of transaction
£2.4662 PER SHARE

14. Date and place of transaction

I JUNE 2007, LONDON

15. Total holding following notification and total percentage holding following notification (any treasury shares should
not be taken 1nto account when caleulating percentage)

15,857 - MINIMAL
16. Date issuer informed of transaction
7 JUNE 2007

If a person discharging managerial responsibilities has been granted options by the issuer complete the following
boxes

17 Date of grant

18. Period during which or date on which it can be exercised

19. Total amount paid {if any) for grant of the option

20. Description of shares or debentures involved (class and number)
21. Exercise price (if fixed at time of grant) or indication that price is to be fixed at the time of exercise |
22. Total number of shares or debentures over which options held following notification
23. Any additional information

24. Name of contact and telephone number for gueries

STEVEN WATTS; ASSISTANT COMPANY SECRETARY

01564 204339

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i...  12/06/2007



Name and signature of duly authorised officer of éssuer responsible for making notification
PHILIP GRIFFIN-SMITH; HEAD OF COMPANY SECRETARIAT
Date of notitication

8 JUNE 2007

END

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

©2007 Lansen Stlock Exchange ple Al nghts resarved
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Regulatory Announcement
Go to market news section @ ‘%‘

Company Resolution PLC
TiDM RSL

p—
Headline Holding(s) in Company Resolution
Released 16:00 11-Jun-Q7

Number 1458Y

% TR-1: NOTIFICATION OF MAJOR INTERESTS IN
! SHARES

1. Identity of the issuer or the underlying issuer Resolution Plc
of existing shares to which voting rights are
attached:

2. Reason for the notification (please tick the appropriate box or boxes)
An acquisition or disposal of voting rights

Yes

An acquisition or disposal of financial instruments which may result in the
acquisition of shares already issued to which voting rights are attached

An event changing the breakdown of voting rights

Other (please specify):

3. Full name of person(s) subject to the Deutsche Bank AG
notification obligation:

4. Full name of shareholder(s) (if different from 3.): Deutsche Baénk A(r?. Singapore
ranc

Deutsche Bank Trust Company
Americas

Deutsche Asset Management
Investment GmbH

Deutsche Investment Management
Americas Inc

Tilney Group Lid

Deutsche Asset Management
(Japan) Limited

5. Date of the transaction (and date on which the 06/06/2007
threshold is crossed or reached if different):

6. Date on which issuer notified: 08/06/2007

http://www_londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i...  12/06/2007




7. Threshold(s) that is/are crossed or reached: 5%
8. Notified details: |

A: Voting rights attached to shares

Class/type of | Situation previous to [i}
shares the Triggering | Resulting situation after the triggering transaction
transaction
if possible using | Number of | Number of | Number | Number of voting | % of voting rights

the ISIN CODE Shares Voting of shares | rights
Rights Direct Direct Indirect | Direct | Indirect
?
GBO004342563 | 27.851,540 | 27,651,540 | 33375018 | 33,375,018 | 1,133,602 | 4.87 0.16

B: Financial Instruments
Resulting situation after the triggering transaction

Type of financial | Expiration Exercise/ Number of voting % of voting
instrument date Conversion Period/ | rights that may be rights .
Date acquired if the

instrument is
exercised/ converted.

Total (A+B)
Number of voting rights % of voting rights
34,508,620 : 5.03

9. Chain of controlled undertakings through which the voting rights and/or
the financial instruments are effectively held, if applicable :

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?1...  12/06/2007

- o o




Proxy Voting:

10. Name of the proxy holder:

11. Number of voting rights proxy holder will cease
to hold:

12. Date on which proxy holder will cease to hold
voting rights:

13. Additional information:

14. Contact name: David Lindsay\Andrew Anderson
15. Contact telephone number: +00 44 207 545 853318532
END

Close

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons andfor outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

=2607 Londna Stock Erchange ple Rl nghis reservas
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Regulatory Announcement

: Go to market news section @ &

Company Resolution PLC
| TIDM RSL |l
} Headline Holding(s) in Company Rm'utm
Released 16:00 13-Jun-07,
Number 2757Y
i

% ? TR-1: NOTIFICATION OF MAJOR INTERESTS IN

| SHARES
1. Identity of the issuer or the underlying issuer Resolution Plc
of existing shares to which voting rights are
attached: -
2. Reason for the notification (please tick the appropriate box or boxes)
An acquisition or disposal of voting rights

Yes

An acquisition or disposal of financial instruments which may result in the
acquisition of shares already issued to which voting rights are attached
An event changing the breakdown of voting rights
Other (please specify).
3. Full name of person(s) subject to the Deutsche Bank AG
notification obligation:
4. Full name of shareholder(s}) (if different from 3.): Deutsche Bank AG, Singapore

Branch

Deutsche Bank Trust Company
Americas

Deutsche Asset Management
Investment GmbH

Deutsche Investment Management
Americas Inc

' Tilney Group Ltd

Deutsche Asset Management
{Japan) Limited

5. Date of the transaction (and date on which the 08/06/2007
threshold is crossed or reached if different):

6. Date on which issuer notified: 12/06/2007

http://www londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 14/06/2007
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7. Threshold(s) that is/are crossed or reached:

Direct 5%

8. Notified details:

A: Voting rights attached to shares

Classitype of

Situation previous to

Resulting situation after the triggering transaction

shares the Triggering
transaction
if possible using | Number of | Number of | Number Number of voting|% of voting
the ISIN CODE | Shares Voting of shares | rights rights
Rights Direct Direct Indirect | Direct | Indirect
GB0004342563 33,375,018 34,508,620 | 34448816 | 34,448,816 1,134,552 5.02 ¢.17

B: Financial Instruments

Resulting situation after the triggering transaction

Type of financial | Expiration Exercise/ Number of voting % of voting
instrument date Conversion Period/ | rights that may be rights .
Date acquired if the
instrument is
exercised/ converted.
Total (A+B)
Number of voting rights % of voting rights
35,583,368 5.19

9. Chain of controlled undertakings through which the voting rights and/or the
financial instruments are effectively held, if applicable :

| Proxy Voting:

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 14/06/2007




10. Name of the proxy holder:

11. Number of voting rights proxy holder will cease
to hold:

12. Date on which proxy holder will cease to hold
voting rights:

13. Additional information:

14. Contact name: David Lindsay\Andrew Anderson
15. Contact telephone number: +00 44 207 545 853318532
END

|Close

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely o the persons
and countries specified therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

L2007 London Stock Excnange gle All nghis reserved
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Regulatory Announcement

Go to market news section @ &
Company Resolution PLC
TIDM RSL »
i Headline Holding{s} in Company Rem'mm
Released 16:00 15-Jun-07
Number 4421Y
TR-1: NOTIFICATION OF MAJOR INTERESTS IN
SHARES
1. Identity of the issuer or the underlying issuer Resolution Pic
of existing shares to which voting rights are
attached:
2. Reason for the notification (please tick the appropriate box or boxes)
An acquisition or disposal of voting rights
Yes
An acquisition or disposal of financial instruments which may result in the
acquisition of shares already issued to which voting rights are attached
An event changing the breakdown of voting rights
Other (please specify):
3. Full name of person(s) subject to the Deutsche Bank AG
notification obligation:
4. Full name of shareholder(s} (if different from 3.). Deutsche Bank AG, Singapore

Branch

Deutsche Bank Trust Company
Americas

Deutsche Asset Management
Investment GmbH

Deutsche Investment Management
Americas Inc

Tilney Group Ltd

Deutsche Asset Management

{Japan) Limited
5. Date of the transaction (and date on which the 13/06/2007
threshold is crossed or reached if different):
6. Date on which issuer notified: 14/06/2007

hitp://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 06/07/2007
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7. Threshold(s) that is/are crossed or reached: Direct 5%
8. Notified details: |

A: Voting rights attached to shares

Class/type of | Situation previous to | Resulting situation after the triggering transaction

: shares the Triggering
: transaction
: if possible using | Number of | Number of | Number Number of voting | % of veting
the ISIN CODE Shares Voting of shares_ | rights rights
Rights Direct Direct indirect | Direct | Indirect

GB0004342563 | 34,448,816 | 35,583,368 | 33,912,347 | 33,912,347 | 1,138,004 | 4.94 0.17

B: Financial Instruments
Resulting situation after the triggering transaction

Type of financial | Expiration Exercise/ Number of voting % of voting
instrument date Conversion Period/ | rights that may be rights .
Date acquired if the -

instrument is
exercised/ converted.

Total (A+B)
Number of voting rights % of voting rights
35,050,351 : 51

9. Chain of controlled undertakings through which the voting rights and/or the
financial instruments are effectively held, if applicable :

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 06/07/2007




Proxy Voting:

10. Name of the proxy holder:

11. Number of voting rights proxy holder will cease
to hold:

12. Date on which proxy holder will cease to hold
voting rights:

13. Additional information:

14. Contact name: David Lindsay\Andrew Anderson
15. Contact telephone number: +00 44 207 545 853318532
END

Close

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons andlor outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

BH2007 London Stock Exchange ole. Al nghts reserved
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Regulatory Announcement

Go to market news section @ &
Company Resoplution PLC

TIDM RSL [l

Headline Holding{s} in Company Remlutm

Released 16:00 21-Jun-07

Number 7670Y

TR-1: Notifications of Major Interests in Shares

1. Identity of the issuer or the underlying issuer of Resolution Pic
existing shares to which voting rights are attached:

2. Reason for notification (yes/no)

An acquisition or disposal of voting rights Yes

An acquisition or disposal of financial instruments which may result in the
acquisition of shares already issued to which voting rights are attached

An event changing the breakdown of voting rights

Other (please specify):

3. Full name of person(s) subject to Lloyds TSB Group Plc
notification obligation:
Nominees (Jersey) Ltd
4. Full name of shareholder(s) (if Perry Nominees Ltd
different from 3): Boltro Nominees Ltd
Ward Nominees Ltd
Lloyds Bank (Pep) Nominees Ltd
Lioyds TSB Registrars /ISA/ Nominees Ltd
State Street Nominees Ltd

5. Date of transaction (and date on which
the threshold is crossed or reached if
different);

19t June 2007

th
6. Date on which issuer notified: 20™ June 2007

7. Threshold(s) that is/are crossed or Fell Below 4%
reached: ‘

8: Notified Details
A: Voting rights attached to shares

Class/type  Situation previous to Resulting situation after the triggering transaction
of shares the triggering

If possible use  transaction
ISIN code

Number of Number of Numberof Number of voting Percentage of
shares voting shares rights voting rights
rights

http://www londonstockexchange.com/LSECWS/[FSPages/MarketNewsPopup.aspx?i... 21/06/2007




Direct Indirect Direct Indirect

0434256
ORD GBP 32,004,443 32,004,443 26,154,042 0 26,154,042 0 3.814
0.05

B: Financial Instruments

Resulting situation after the triggering transaction

Type of financial Expiration date Exercise/ No. of voting rights Percentage of
instrument conversion that may be voting rights
period/date acquired (if the
instrument

exercised/converted)

Total (A+B)

Number of voting rights Percentage of voting rights

26,154,042 3.814

9. Chain of controlled undertakings through which the voting rights and /or the financial
instruments are effectively held, if applicable:

Proxy Voting:

10. Name of proxy holder:

11. Number of voting rights proxy holder
will cease to hold:

12. Date on which proxy holder will cease
to hold voting rights:

13. Additional information:

14 Contact name: Philip Mason

15. Contact telephone name:. +44 (0) 1444 418127

END

Close

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item {including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons andlor outside the specified
countries. Terms_and conditions, including restrictions on use and distribution apply.
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Regulatory Announcement

Go to market news section &
Company Resolution PLC
TIDM RSL el
Headline Holding(s) in Company ReSOIUtm
Released 16:00 26-Jun-07
Number 04877
TR-1: NOTIFICATION OF MAJOR INTERESTS IN
SHARES
1. Identity of the issuer or the underlying issuer of Resolution Plc
existing shares to which voting rights are attached:
2. Reason for the notification (please tick the appropriate box or boxes)
An acquisition or disposal of voting rights
Yes
An acquisition or disposal of financial instruments which may result in the
acquisifion of shares already issued fo which voting rights are attached
An event changing the breakdown of voting rights
Other (please specify):
3. Full name of person(s) subject to the notification Deutsche Bank AG
obligation:
4. Full name of shareholder{s) (if different from 3.}: Deutsche Bank National Trust
Company
Deutsche Bank AG, Singapore
Branch
Deutsche Bank Trust Company
Americas
Deutsche Asset Management
Invesiment GmbH
Deutsche Investment Management
Americas Inc
Tilney Group Ltd
Deutsche Asset Management
{Japan) Limited
5. Date of the transaction (and date on which the 20/06/2007
threshold is crossed or reached if different):
6. Date on which issuer notified: 25/06/2007
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7. Threshold(s) that is/are crossed or reached:

Direct 5%

8. Notified details:

A: Voting rights attached to shares

Class/type of

Situation previous to

Resulting situation after the triggering transaction

shares the Triggering
transaction
if possible using | Number of | Number of | Number Number of voting of voting
the ISIN CODE Shares Voting of shares | rights rights
Rights Direct Direct indirect Direct | Indirect
GB0004342563 33,912,347 35,050,351 35,038,385 35,038,385 1,139,779 5.1 0.17

B: Financial Instruments

Resulting situation after the triggering transaction

Type of financial Expiration Exercise/ Number of voting % of voting
instrument date Conversion Period/ | rights that may be rights .
Date acquired if the
instrument is
exercised/ converted.
Total (A+B)

Number of voting rights

36,178,164

% of voting rights

5.28

9. Chain of controlled undertakings through which the voting rights and/or the
financial instruments are effectively held, if applicable :

Proxy Voting:

10. Name of the proxy holder:

http://www londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?1...  26/06/2007




11. Number of voting rights proxy holder will cease to
hold:

12. Date on which proxy holder will cease to hold
voting rights:

13. Additional information:

14. Contact name: David Lindsay\Andrew Anderson
15. Contact telephone number: +00 44 207 545 8533\8532
END

London Stock Exchange plc is not responsible for and does not check cantent on this Website. Website users are
responsible for checking content. Any news item (including any prospectus} which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons andlor outside the specified
countries. Terms_and conditions, including restrictions on use and distribution apply.

52007 Londnn Stock Exchange olc Al ngits reserved
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Regulatory Announcement

Go to market news section @ %
Company Resoclution PLC

TiIDM RSL | ot

Headline Total Voting Rights Remlutm

Released 14:00 29-Jun-07

Number 29397

VOTING RIGHTS AND SHARE CAPITAL

In conformity with the Disclosure and Transparency Rule 5.6.1, Resoiution plc (“the Company”)
notifies the market that, following the issue of 10,907 ordinary shares of 5p each (“shares”) on 22
June 2007, the Company's issued share capital as at 29 June 2007 consists of 685,922,374 shares
with voting rights. No shares are held in treasury.

The above figure of 685,922,374 may be used by shareholders as the denominator for the
calculations by which they will determine if they are required to notify their interest in, or a change in
their interest in the Company under the FSA's Disclosure and Transparency Rules.

END

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

B2007 London Stock Exchange sl At nghts reserved
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Regulatory Announcement

b &

Go to market news section
Company Resolution PLC
TIDM RSL [ ot
Headline Holding(s) in Company ReSOIutm
Released 16:00 29-Jun-Q7
Number 36152
TR-1: NOTIFICATION OF MAJOR INTERESTS IN
SHARES
1. Identity of the issuer or the underlying issuer Resolution Plc
of existing shares to which voting rights are
attached:
2. Reason for the notification (please tick the appropriate box or boxes)
An acquisition or disposal of voting rights
Yes

An acquisition or disposal of financial instruments which may result in the
acquisition of shares already issued to which voting rights are attached

An event changing the breakdown of voting rights

Other (please specify):

3. Full name of person(s) subject to the
notification obligation:

Deutsche Bank AG

4. Full name of shareholder(s) (if different from 3.):

Deutsche Bank National Trust
Company

Deutsche Bank AG, Singapore
Branch

Deutsche Bank Trust Company
Americas

Deutsche Asset Management
Investment GmbH

Deutsche Investment Management
Americas Inc

Tilney Group Ltd

Deutsche Asset Management
{Japan) Limited

5. Date of the transaction (and date on which the
threshold is crossed or reached if different):

270612007
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6. Date on which issuer notified:

28/06/2007

7. Threshold(s) that is/are crossed or reached:

Direct & Indirect 6%

B. Notified details:

A: Voting rights attached to shares

Classl/type of

Situation previous to

Resulting situation after the triggering transaction

shares the Triggering
transaction
if possible using | Number of | Number of | Number Number of wvoting| % of voting
the ISIN CODE Shares Voting of shares | rights rights
Rights Direct Direct indirect | Direct ]| Indirect
GB0004342563 | 35,038,385 36,178,164 | 40,264,305 | 40,264,305 | 1,039,670 5.87 0.15

B: Financial Instruments
Resulting situation after the triggering transaction

% of voting

Type of financial | Expiration Exercise/ Number of voting
instrument date Conversion Period/ | rights that may be rights
Date acquired if the

instrument is
exercised/ converted.

Total (A+B)
Number of voting rights

% of voting rights

41,303,975 6.02

9. Chain of controlled undertakings through which the voting rights and/or the
financial instruments are effectively held, if applicable :

Proxy Voting:

10. Name of the proxy holder:

http://www londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i...  29/06/2007




11. Number of voting rights proxy holder will cease
to hold:

12. Date on which proxy holder will cease to hold
voting rights:

, 13. Additional information:

14. Contact name: David Lindsay\Andrew Anderson
15. Contact telephone number: +00 44 207 545 8533\8532
END

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item {including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

22507 London Seck Evchange plo all nghts resenveq
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Companies House

Fowr i i evand

Please complete in typescript, or
in bold black capitals.

. 88(2

(Revised 2005)

CHWP00O Return of Aliotment of Shares
Company Number 3524909
Company name in full Resolution plc

Shares allotted (including bonus shares):

i+~ (see Guidance Booklet GBAB) -
}

Date or period during which
shares were allotted

(If shares were allotted on one date
enter that date in the “from" box)

Class of shares
{ordinary or preference etc)

Number allotted

Nominal value of each share

Amount (if any) paid or due on ea;h

share (including any share premium)

From To

Day Month Year Day Month Year

[ A L A Ll r

Ordinary

6608

£0.05

£3.08

List the names and addresses of the allottees and the
number and class of shares allotted to each overleaf

If the allotted shares (including bonus shares) are fully or partly paid up otherwise than in

__/ cash please state:

% that each share is to be
treated as paid up

% (if any) that each share
is to be paid up in cash

Consideration for which

the shares were allotted

{This information must be supporied by
the original or a certified copy of the
contract or by Form 88(3) if the contract
is not in writing)

Companies House receipt date barcode

This form has been provided free of charge
by Companies House,

09/2005

When you have completed and signed the form please send it to the
Registrar of Companies at:

Companies House, Crown Way, Cardiff, CF14 3UZ DX 33050 Cardiff
for companies registered in England and Wales or

Companies House, 37 Castie Temace, Edinburgh, EH1 2EB DX 235 Edinburgh
for companies registered in Scotland or LP - 4 Edinburgh 2




_Shareholder details Shares and share class allotted
(list joint allottees as one shareholder)

Name(s) Class of shares Number
. Yvo Robert Henniker-Heaton allotted allotted
Address
77 Main Street, Albert Village, Swadlincote, Derbyshire _ Ordinary (2058
L L - L

UK Postcode O E 11 8 EN ! '
Name(s) Class of shares Number
 Mrs Sandra Langmead allotted allotted
Address
6 Prince Henrys Close, Evesham, Worcestershire  Ordinary 2058
L L L

UK Postcode WR 1 1 4 NW : :
Name(s) Class of shares Number
Mrs Julia MacKisack allotted allotted
Address
!34 Huntingdon, Cradley, Malvern lOrdinary ' 1286
L L L

UK Postcode W R 13 542 ‘ -
Name(s) Class of shares Number
_Mrs Geraldine Mogridge allotted allotted
Address
. 10 West Fenton Gait, Gullane, East Lothian . Ordinary . 1206
L - L 1

UK Postcode E H3 1 2 HS ' L
Name(s) Class of shares Number

allotted allotted

t
Address
L { L
L L L

UK Postcode o L UL U L L

Please enter the number of continuation sheets {if any} attached to this form

Signed '/C'\J A C . A—‘ Data

“*fedireeter/ secretarﬁh i

** Please delete as appropriate

Contact Details

You do not have to give any contact
information in the box opposite but if
you do, it will help Companies House to
contact you if there is a query on the
torm. The contact information that you
give will be visible to searchers of the
public record.

Alison Ricketts, Resolution plc

1 Wythall Green Way, Wythall, Birmingham B47 6WG

Tel 01564 202670

DX number DX exchange
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~ 88(2

(Revised 2005)
Return of Allotment of Shares

Companies House

foar 2ia v cand

Please complete in typescript, or
in bold black capitals.

CHW P0OO
Company Number

3624909

Company name in full Resolution pic

Shares allotted (including bonus shares):
-.. [see Guidance Booklet GBAB)

) From To
Date or period during which

b Month Year
shares were allotted Day Month Year 2 ° °
(Wf shares were allotted on one date 1. 8|0 52 0 0,7
enter that date in the "from” box) | | [ | | I
Class of shares . . .
{ordinary or preference etc) Ordinary Ordinary Ordinary
Number allotted 2801 5374 1043
Nominal value of each share £0.05 £0.05 £0.05
Amount {if any) paid or due on each

_ 4.
share (including any share premium) £2.67 E 135 £4.5476

List the names and addresses of the allottees and the
number and class of shares allotted to each overieaf

If the allotted shares (including bonus shares) are fully or partly paid up otherwise than in
{ ) cash please state:

% that each share is to be
treated as paid up

% (if any) that each share
is to be paid up in cash

Consideration for which

the shares were allotied

(This information must be supported by
the original or a certified copy of the
contract or by Form 88(3) if the contract
is not in writing)

Companies House receipl date barcode | when you have completed and signed the form please send it to the

Registrar of Companies at:

Companies House, Crown Way, Cardiff, CF14 3UZ

for companies registered in England and Wales or
Companies House, 37 Castle Temrace, Edinburgh, EH1 ZEB DX 235 Edinburgh
for companies registered in Scotiand or LP - 4 Edinburgh 2

This form has been provided free of charge

by Companies House. DX 33050 Cardiff

09/2005




Shareholder details
(list joint allottees as one shareholder) Shares and share class a!!otted

Name(s) Class of shares Number
Mrs Heidi Jukes allotted allotted
L
Address
. 1 Comice Grove, Crowle, Worcester . Ordinary l8614
\  Ordinary .
Ordina
UK Postcode WR 7, _ 4 SE ' v |
Name(s) Class of shares Number
Mark Hodgson allotted aliotted
]
Address
28 Chartwell Gardens, Appleton, Warrington. Cheshire  Ordinary 604

L L L

UK Postcode WA 4 2 HZ ' '

Name(s) Class of shares Number
allotted allotted

Address

L i L

! L L

UKPostcode | | o L o L

Name(s) Class of shares Number
allotted allotted

Address

1 | L L

UK Postcode _ _ L L o L L :

Name(s) Class of shares Number
allotted allotted

Address

UK Postcode . L L L L L t '

Please enter the number of continuation sheets (if any) attached to this form

Signed /Q\-/L g A Date

** Please delete as appropriate

Contact Details

You do not have to give any contact

. . . |
information in the box opposite but if Alison Rickefts, Resalution plc

you do, it will help Companies House to |1 wyinall Green Way, Wythall, Birmingham B47 6WG
contact you if there is a query on the

form. The contact information that you Tel 01564 202670

give will be visible to searchers of the
public record. DX number DX exchange




288C(ef)

' [ ils of a Director or
Companies House ghanfe in the details of a ector o
—— for the record —— ecretary
Company Name: RESOLUTION PLC

Company Number: 03524909

Received for filing in Electronic Format on the: 07/06/2007
XOLLALID

Personal Details Prior to Change

Position: DIRECTOR Date of Birth: 28/07/1964

Original Name: MR JAMES ALLEN NEWMAN

New Detuails
Date of Change:  20/05/2007

Change of Occupation: ACCOUNTANT

Authorisation

Authoriser Designation: SECRETARY Duate Authorised: 07/06/2007  Auwtheniicated: Yes (E/W)

END

End of Electronically Filed Document for Company number: $3524909
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