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ZH032006:18:14:38 Form 2
Statement of solvency - long-term insurance business
MName of insurer NPI Limited

Global business
Financial year ended 31st December 2005 o
Solo solvency calculation :.’.:,2““ GLUKICM ,wﬁm M,,“r Units

R2 | 3725037 GL | 31| 12 | 2005 | £000
As at end of Az at end of
this financial the previous
year year
1 2
Capital resources
E:;;im resources arising within the long-term insurance 1 ; 24984 94932
buiness asng outsde he long o inaurance 12| 837z 5122

| s T 5| e 100054
Guarantee Fund

| Guarantes Fund requirement 21 15228 | 15011

| cover guarentse ndsouvement 22 03485 85043
Minimum capital requirement (MCR)

Long-term insurance capilal requirement | 45682 45032
Resillence capital requirement 22| 5004

Base capital resources requirement 33 2030 I EUET
Individual minimum capital requirement 34 50776 45032
Capltal requirements of requiated related undertakings 35

Mininmum capital requirement (34 + 35) 36 50776 45032
2;-::;&31‘1“?:‘%:;} of available capital resources o a7 83325 77538
o A e gl epoURe 38 70631 66280
Enhanced capital requiremant

With-profits Insurance capital component 39|

Enhanced capital requirement 40| 50776 45032
Capital resources requirement (CRR)

_ﬂﬂpllal resources requirament (greater of 36 and 40) 41 50776 | 45032
e Ol oGSl S o B S a ey
Contingent liabilities
Quantifiable contingent llabilitles In respect of long-term
insurance business as shown in a supplementary nole o 51

| Form 14




Covering sheet to Form 2
Mame of insurer NPI Limited
Global business

Financial year ended  31st December 2005

e

Date: 31st March 2006

e

28032006:18:14:38

I W Laughlin

J S Moss

WR Treen

Managing Director

Director

Director

Form 2



28032006:18:14:38

Form 3

(Sheet 1)
Components of capital resources
Mame of insurer NPI Limited
Global business
Financial year ended 31st December 2005
registration _Poriod ended
number GUUKICM  gay month  year Units
R3 3725037 GL | 31 | 12 | 2005 £000
General Long-term Total as at the Total as at tha
Insisrance Insurance end of this end of the
business business financial year previous year
1 2 3 4
Core tier one capital
Permanent share capital 1" 230000 250000 250000
Profit and loss account and other reseres 12 (81993) (B81993) (95851)
Share premium account 13
Positive valuation differences 14
Fund for future appropriations 15
Core tier one capital in related 16 [
| undertakings L -
| Core tier one capital (sum of 11 to 16) 19 188007 ] 188007 154140
Tier one waivers
| Unpaid ghare capital / unpaid initial funds 21
| and calls for supplementary contributions
! Implicit items 22
| Tier one waivers in related undertakings 23 B .
| Total tier cne waivers as restricted 2
[21+22423)
Other tier one capital
Perpetual non-cumulative preference -2, a
shares as restricted
Perpetual non-cumulative preference
shares in related underiakings 26
Innavative tier ane capital as restricted 7
Innowative ter one capital in related 28
undertakings
Total tier one capital before deductions
(19+24425+26+27+28) N 168007 168007 1541439
Investments in own shares 3z |
Intangible assets 33
Amounts deductad rom lachnical 14
provisions for discounting
Other negative valuation differances as 15613 | 15613 16353
Deductions in related undertakings 36
Deductons from ter one (32 to 36) 37 15613 | 15613 16353
Egﬂ?f’ ane capital after deductions A9 152304 152304 137796




Components of capital resources
Mame of insurer NPI Limited

Glabal business

Financial year ended 31st December 2005

Tier two capital

2B022006:18:14:38

g
=
number

Form 3
(Sheet 2)

Pariod ended

GUUKICM “gay manth  year Units

R3 3725037

GL

31 | 12 | 2005 | £000

Genaral
Insurance
buzinaszs
1

Leng-tarm

Insurance

businass
2

Total as at the Total as at the
end of this end of the
financial year pravious year
3 4

[ Implicit itemas, (tier two waivers and
amounis exclusded from line 22}

.:-Pmpnmnl non-cumulative preference
| sharas excluded from line 25

| Innovative tier one capilal excluded from line 27

| Ther two walvers, innovative ter una;pital and
| perpetual non-cumulative prefence shares fraated
| 28 tier bvo caplial (41 t0 43)

| Perpetual cumulative preference shares
E Perpatual subordinated debt and securibes

& & & B B

i Upper tier two capital in related undertakings

E Upper tier two capital (44 10 47)

]

=
L+

Fixed term preference shares

OHher tier bwo instruments

Lower lier lwo capital in refated undertakings

Lower tler two capital (51+52+53)

g 8|82

Total tier two capital befare
restrictions (49+54)

Excess tier two caplital
Further excess lower tier two capital

Total tier two capital after restrictions,
before deductions (51-62-63)

g |2 R =2




28032006:18:14:38 Form 3
(Sheet 3)
Components of capital resources
Name of insurer NPI Limited
Global business
Financial year anded 31st December 2005
Company
Perlod ended
m'm GUUKICM "y lm':'l .rm' Unies
R3 3725037 GL M 12 2005 E0QOOD
General Long-Term Tolal as at the Total as at the
insurance insurance end of this end of hea
Ausinass Business financial year previous year
1 . 2 3 4
Total capital resources
Positive adjustments for regulated e
non-insurance related undertakings
Total capital resources before deductions
| {30+60+71) 12 152304 152304 137796
| Inadmissible assats ather than 43681 & "
intangibles and own shares 3 HER 43663 s
[ Assels in excess of markel sk and 74
| counterparty limits
Deductions for related ancillary services 75
underlakings
Deductions for regulated non-insurance 78
| related undertakings
Daeductions of ineligible surpius capital 7
Total capital resources after | 7
deductions (72-T3-T4-75-T6-TT7) L 108713 ; 108713 100054
Available capital resources for PRU tests
Available capital resourcas for guarantee e i
fund requirement 81 108713 108713 100054
Available capital resources for 50% MCR : = '
raquiremant 108713 108713 100054
Available capltal resources for 75% MCR
requirement 83 ] 108713 108713 100054
Financial engineering adjustmeants
Implicit items o |
Financial reinsurance - ceded 8z |
Financzal reinsurance - accapled 93 I
Oulstanding contingent leans a4 ;
Any other charges on future profits 95 |
Sum of financial engineering adjustments 133 Iy |
(51 +92-83+94+55)




2E03Z006:18:14: 38 Form 13

(Sheet 1)
Analysis of admissible assets
MName of insurer NPI Limited
Glohal business
Financial year ended 31st December 2005
Category of assets Total other than long term insurance business assets
r-«nhtralfnn Period ended Efi
L an
izl GLIUKICM day_month _year Units  pogers
R13 3725037 GL n 12 | 2005 EQDD 1
' As atthe end of | As al the end of
this financial tha prewvious
Investments year year
| 1 2
| —
Land and bulldings " I
Investments in group undertakings and participating
| Interests
i shares ZTI
s n| = —
LIk, inGurance dopossdants vt Wi 20
‘ shares 23
Cilinaar insurance dependenis PR 24
| gharas 25
Non-insurance dependanis S -
dabts and loans - 26 |
shares 27 |
W dubits and loans 28 |
Parlicipating interests shares 9 i
o dubts and loans ao |
Other financial investments
 Equity shares |41
by shares and ather variable visld participations a2 |
Holdings in colloctive invesiment schemes 43 19872 6260
Hights under desvative conlracts 44
Fixed inferest securities 43 —_
Cihar 46
R T Approved sacuritiss 47
Waniabla intanast secumities —
Char 48
Padicipation in investment poals 49
Loans secured by maongages 50
Loans to public o local suthorities and natonalised industries 51 e
o undenLakings
Lot Sascarest] By policies of insurance isyued by the 52
COMmpany [
| Other loans 53
e ——— LG IO e Wi 34 B4976 | 55
financial mstitution deposits More than one manth 55
withdrémwal
Oithor lingeecial investments 56




28032006:10:14:38 Form 13

{Sheat 2)
Analysis of admissible assets
Mame of insurer NPI Limited
Global business
Financial year endad 31st December 2005
Category of assets Total other than long term insurance business assets
Company :limuw
istration Period ended
:fmh-r GLUKICM "3y month  year Y5 ageeis
R13 | 3725037 | GL | 31|12 | 2005 | £000 | 1
' ' ' As at the end of | As al the end of
this financial the previous
year year
1 | 2
Depasits with ceding undenakings 57 J
Assats held to match linked labilites L 58 |
{re] il T
. Prosperty linked 59 |
Reinsurers’ share of technical provisions
| Provision for unearmed promiums 60
| Cgims outstanding 61
| Provizion for unmxpirad sk qz
| Cither 63
Debtors and salvage
Direct insurance bugingss | Policyholders m .
- [ Intermediaries 72
Sahvage and subrogation recovadias 73
| Acceptea 74
Rainsurance | ;
Ceded — 75
7l Due in 12 manths or less 76
i Due in mare than 12 months 7
Criser i 12 ranths of lass 78 11
Ciher > T
D in mare than 12 months Ta |
Other assats
| Tangle assets 80|
Daopasits not aubject in Eime maidcion on withdrewal with 81 55
approved institutions
Bwradiduch A 82
Other assels {particulars io be specified by way of 83
supplpmenlary nobe)
Accrued Interest and rent 84 23
Defamed acquisition costs a5
it proguryrrients dnd accruid incama 1] b5
|mmamimnwvaluan}mu IHT | | I
Grand totil of admissibly assets alter deduciion of market risk
and. countarpanty limis {11 to 80 less 87) 89 B4868 6338




28032006:10:14:38

Form 13

(Sheet 3)
Analysis of admissible assels
Name of insurer NPI Limited
Global busingss
Financial year ended 31st December 2005
Cateqory of assets Total other than long term insurance business assels
Company d‘-‘-mﬂry
mﬁﬂm GLAUKICM day wm.,m':%— Units assels
R13 3725037 GL | A '| 12 | 2005 @ £000 1
As al the end of | As at the end of |
this financial the pravious
year year
1 2
Reconciliation to asset values determined in accordance
with the Insurance accounts rules or international
accounting standards as applicable to the firm for the
purpose of its external financial reporting
Total admissitdn assets after deduction of market risk and |
m:lﬂ&r[nr::w limits (a8 par lina 82 ihm"l:l £ 9_1_’ 84969 6338
Aggatt in axcass of market and courduergeirly lmits o9
Capial resources mdquinement deduction of regulated relaled 93 1
undartakings | | o
Ingdigible surplus capital and restricted assels in regulated 04 |
ralated insurance underakings = |
Mrr;wbh assobs of regulabed mlated inswranca a5
undertakings ——
Book velue of related encilary sonvces underakings. 96
Oher diflerences in the valuation of assets {other than for 97
assels nat valued above)
Deferrad acquisition cosls exchedod from line B8 a8
| Ralnsurars' share ul"lacl'uiénl provisioens axcluded from hing ag
g
| Cher assat adjustments (may be negative) 100 |
| Tatal assets determined in ecoordance wilh thy inssrance
| geoounts rules or intormational accounting standands a& 101 84969
| aypplicabli o the fiom for the purpoge of its external finsncisl
L rapartng (21 10 100)
| Amounts included in e BE alinbulobie o debils due from
| related insurors, other than thase undar cantracts of insurance 102 11
OF MEINSATANCE




ZH0IZ006:16:14:38 Form 13
(Sheet 1)
Analysis of admissible assets
Name of insurer NPI Limited
Global business
Financial year ended 31st December 2005
Category of assels Total long term insurance business assets
Company Categaory
regl Perlod ended of
number GLUKICM dlf b rnc"u;ﬁ;"_mr Units assols
R13 aT25037 GL k| ] 12 | 2005 E0OD 10
As at the end of | As at the end of
this financial tha previous
Investments year yoar
1 2
Land and buildings 1 155669 149963
Investmeants in group undertakings and participating
imterests
| | shares bt
UK insurance degendanis e wad s 22
- Sane -
Oiiber inesurncs depa e v 24_
Mo ance de ants ﬂ’ =
e prand debis and loans 26
;ﬂ , - 27
il debis and loans = 28 T
Paricipating interasts S 29
. | debts and loans | iﬂ
Other financial investments
| Enquity shares 41
| Odher shares and other varable yield paticipations 42 |
| Haldings In collective Investment schemes 43 140603 | 85460
| Rights under derivative coniracts = 44 ,
T
1 | Approvod 45 | 380596 363515
| Flund i il . ] . Rt ¢y e e
prosassitte® | omer 46 172797 140806
_ Approved securibes . a7 1215 2080
‘Wariable interest seounlies Other 48 2819 2651
Partscipation In investment ponls 49
Loans :&_murmi by mowipgas B 50 984 ?531'0
Loans 1o public or local authorities and netionalised mndusirees 51
or undertakings .
Loans secured by policies of insuronce waued by tha 52 77 as
coamgEsny
Other lans 53 |
Bank and approved cradit & | Ol i o >4 1 10663
financial ingitution deposis Moee than ong month 55
withdravasal
Cther financial invesiments 56




28032006:18:14:38 Form 13
(Sheet 2)
Analysis of admissible assets
Nama of insurer NPI Limited
Global business
Financial year ended 31st December 2005
Category of assets Total long term insurance business assets
5 [
numhber GLUKICM o0 month  year Units  oocots
R13 3725037 GL 31 12 | 2005 £000 10
As atthe end of | Asat the end of
this financial the previous
yeaar year
1 2
| Diapasis with cading undartakings 57
| e i et linked 58 24590 21403
| & i | Wb Anee). i e |
- D " Property linked 59 2988776 2893662
Reinsurers' share of technical provisions
| Provisaon for uneamed pramiums 60
| Ckmuul:lluf'lth_'lg - __ﬂ-1 = -
| Provisian for unespired risks 62
|| Coher . == 63 =
Debtors and salvage
| Direct insurance busingss Pollciiciden — 4 3784
Intermediarios 72 .
| Salvage and subrogation recoveries 73
|
[z Accapted 74
Rein
i Cedeo 75 15392
| . Due In 12 months or less 76
mlﬂal
Dua in more than 12 months 7
Due in 12 months or less 78 13680 35238
e Dua in mora than 12 manths 79 |
Other assets
Tangible azsets a0 |
Deposits not subject io time restriction on withdsawal with 81 683 I
approved inshiuliones 3 P |
Coshintond 82 o
Other ascats (pariculars to ba spacified by way of 83
supplementary note)
Accrped intenest and ront 84 18624 22485
| Doforred soquisiion costs Ll |
Oither prepayments and sccrued inoome 86 BET
| Deductions from the aggrogate vaiue of assots | 87 | |
| Grand total of admissible assets afer deduction of market risk
| end courlerparty limits {11 1 B8 loss B7) 89 3917473 3808305

10



2B032006:18:14:38

Form 13

(Sheet 3)
Analysis of admissible assets
MName of insurer NPI Limited
Global business
Financial year endad 31st December 2005
Category of assets Total long term insurance business assets
Company Category
registration Period ended af
number GLIUKICM day month  year Units assels
R13 3725037 GL 31 | 12 2005 EOOOD 10
As atthe end of | As at the end of
this financial the previous
year year
1 2
" Reconciliation to asset values determined In accordance
with the insurance accounts rules or international
accounting standards as applicabla to the firm for the
purpose of its external financial reporting
Total admissibée asseats after deduclion of marke! msk and [
munhrpﬂﬂrh_mi;_‘?&up?r hn.e B0 aboreg) ; — 91 | 391 ?4?3 EBDBEDE
Agsols in excess of markel and countanpary hmils gz
Capital resources requirement doducton of megulatod relited 93| | :
unduﬂaliil!_::_l 1 1 !
Irasligibibe surphus capital and resinched aasats in regulated |
rekated insurance undertakings 84 |
Inadmizsible assets of regulated related insurance 95
_l:lndel'mﬂ‘ﬁﬁ - |
Book valua of related ancillary sanvices underiakings 96 | -
Crhar differences in fhe valuabon of assets (other han lor 97
| Basels not valued above)
Dederrmd acousition costs ascluded from linge B8 ag | 33681
Ruinsurers: share of lechnical provisions axcluded from line [ T
9 a9 473370
Ciher asset adjusiments (may be negative) 100 10000
Total assels determined in accordance with the inturanes
aceainis ndeg or Intamaitional aceounting standards as
epplicable to the firm for the pepose of s extemal fmancial 101 4434524
moporting (81 o 100)
Amaunts Includaed in Ene 49 attibutable to debis due from
related Ingurers, other than those under contracts of insurance 102 6787
O revsLeanco

1




Long term insurance business liabilities and margins

MName of insurer NPI Limited
zlobal business
Financial year ended 31st December 2005

Fund Total long term insurance business

28032006:18:14:38

As at the end of As at the end of
| this financial the previous
| year yaar
| 1 2
| Mathamatical resarves, afier distribution of surplus 11 2653355 3448132
Cash bonuses which had not bean paid to policyholders prior (o ond of 12
e Binancial pear
Balance of surplusi{valuztion deficil) o 13 24984 94032
Long term nsurance busingss fund camied forward (11 to 13) 14 3678338 3543064
i i Grogs amoun| _1 3 5421 Bd_ﬁf
Claims oulstanding e — T 16
Met (15-18) 17 421 8407
L Trxation 21
Provisions = — 25 —
| Deposits received from reinsurers 23
,—_ | cirect insuranca businass 3 1l
Credilors RBiNsUranGe Anosghid 32 il
Roinsurance ceded 33
Debenture loans Shewn o
Lnsocred a5
Amounts owed to credi inettions 36 162255 158088 |
: [Taration 37 1524 10151
e | Othar s 53754 72351
Arcruals and daferrad incame 39 567 353
Provision for “reasonably foreseesble sdverss varialions” 41 15613 16090
Totel oiher insurance and nonnsurance Rsbilies (1T1041) | 49 239134 265440
Excess af the valua of net admissible assats 51
Total Eabilifies and margins 58 3917473 | 3808504
e L e, | g1 34310 9182
Iilﬂ:k'l;nblz:nndﬁ;dm in linee 58 atiritndoby 1o abilidies in respect of proporty 62 29BBTTE f JRUIEE2
Tolkal labilifies {11+12545) ™ 3892489 | 3713672
Imereass bo Eabiiies - DAC rolaled T2 ,
Reinsurers’ share of technical provisions 73 473370 |
Cithor adjwstments bo kabilBes jmiy be negative) 74 {15613) |
Capital and resenves and fund for lulse appropeslions 75 84278
Tot Eabilifies under iNsUrance accouns niles or intemational
acoounting stondards as applicabie to the firm for the purposs 76 4434524
| of its external financlal repoding (71 tn 73) M

12




2H032006:18:14:38 Form 15
Liabilitles {other than long term insurance business)
Mame of insurer NPI Limited
Global business
Financial year ended 31st December 2005
cml;n-m"w Pariod ended
ey i ol
_number BUIUKICM o onth  year Units
R15 3725037 GL 31 12 2005 @ EDODO
As al the end of | As al the end of
this financial the previous
year year
1 2
Technical provisions (gross amount)
Provision for unearmed premiums 11
Claims outstanding 12
| Provision for unespired risks 13 | i
| - N Cradit businass 14 |
Equalisatitn prodsions Other than credit business 15
Other gross fechnical provisions 16 |
| Total gross technical provisions (11 lo 18) 19
Provisions and creditors
E: Provisions Taxalion =1
. Other risks and charges 22
| Deposits recelved from reinsurers 31
| Direct insurance business 41 ]
i Craditors | Reinsurance accepted a2 i
| Reinsurance ceded 43 |
| Dabenture lnans | Secured a4 |
_ [ Unsecurad 45
| Amounts owed to credit institutions 46
| Jexgion 47 819 858
| Creditors | Recommended dividend 48 E
| Other 49 421 351
| Acocruals and deferred Income 51 5]
Total (19 1o 51) Ee 1240 1215
Provision for "reasonably foreseeable adverse varations” 61
Cumulative preference share caplial 62
Subordinated loan capital 63
Tolal {59 lo B3) 69 1240 1215
| Amounts included in line 50 attributable to liabllities to related insurers, other than = 421 51
| those under contracts of insurance or reinsurance
Reinsurers’ share of DAC 81
Amounts deductad from technical provisions for discounting 82 |
Other adjustments (may be negative) 83
Capital and reserves 84 | B3278
Total habilities under Insurance accounts rules or intemational
accounting standards as applicabla to the firm for tha purpoze 85 4519
of ls external financal reporting (BU+31-B2+83+484) |

13




28032006:198:14:38 Form 16
Profit and loss account (non-technical account)
Mame of insurer NPl Limited
Elobal buginess
Financial year ended 31st December 2005
Company
istration Period ended
o GLAKIEM i e Uniits
R16 3725037 GL 3 | 12 | 2005 £000
This financial Pravious |
year yEar
|
1 2
| Transfer (to)from the From Form 20 11
| general insurance business
| technical account Equalisation provisions 12
Trans?a‘r'ﬂh"r‘ﬁhil'iéhﬁﬁa-i'é"niﬁnsuranm business revenue
| et 13 78700
| Income 14 282 282
! | Value re-adjustments on
Investmeant Income vastmenin 15
Gains on the realisation of 16 |
investments
' Investment management =
charges, including interest 17 12 28
Val -adjustments o 1
Investment charges mf:, ::u.:fantf S 18
Loss on the realisation of 19 [
| investments
Allocated investment return transferrad 1o the general 20
insurance business technical account
| Other income and chargas (particulars to be specified |
by way of supplementary note) 2 (402) (238)
Profit or loss on ordinary aclivities before tax
(11412413+14415+16-17-18-18-20421) <9 78568 16
Tax on profit or loss on ordinary activities M (39) 5
Profit or loss on ordinary activities after tax (29-31) 39 78607 11
Extraordinary profit or loss (particulars to be specified 4
by way of supplementary note)
Tax on extraordinary profit or loss 42
Other laxes not shown under the preceding items 43
Profit or loss for the financial year (39+41-(42+43)) 49 TREOT 11
Dividends (paid and proposed) 51
|
Profit or loss retained for the financial year (49-51) ] TE6OT 11

14




Long-term insurance business : Revenue account

Name of insurar NPI Limited

28032006:18:14:38

Mame and number of fund/Summary  Total long term insurance business

Form 40

Financial year endad 31st December 2005
Units £000
Financial year Previous year
1 2

Income

Earned premiums 1 193136 258247

Investment income receivable before '

deduction of tax 12 125274 97543

Increase (decrease) in the value of non-linked

assets brought into account 13 23749 (2498)

Increase (decrease) in the value of linked 14 419359 246635

assals

Other income 15 6938 7685

Total income 19 TBB456 BOTE12
Expenditure R
| Claims incurred 21 522874 B16872
| Expenses payable 22 15875 24580
| Interest payable hefore deduction of tax - 23 434 1666 |
| Taxation 24 (3765) (6006)

Other expenditure 25 18963 18703

Transfer to (from) non technical account 26 78700

Total expenditure 29 | B33181 655815

Business transfers-in | 31

Business transfers-out 32

Increase {decrease) in fund In financial year

(19-29+31-32) 39 136275 (48203)

Fund brought forward 49 3543064 3581267

Fund carmed forward (39+48) 59 3678339 | 3543064

15




28032006:168:14:38 Form 41
Long term insurance business : Analysis of premiums
Mame of insurar NPI Limited
Total businessfsubfund Total long term insurance business
Financial year ended 31st December 2005
Units
UK Life UK Overseas Total Total
Pension Financial = Previous
year year

-

| 1 2 3 4 5
Grn:‘ SE—— I
Regular premiums 1 253 59084 59337 91720 |
Single premiums 12 5658 131183 136851 173402 |
Reinsurance - external _
Regular premiums 13
Single premiums 14
Reinsurance - intra-group
Regqular premiums 15 2259 | 223 5288
Single premiums 18 793 793 1587
Na;t of reinsurance
Regular premiums 7| 253 56825 57078 86432

| Single premiums 18 | 5658 130400 136058 171815

[ |
Tutal - —— | L — -
Gross 19 | 5811 180277 196188 265122
Reinsurance |20 3052 3052 6875
Met 21 | 5811 187225 193136 258247

18



28032006:18:14 38 Form 42
Long term insurance business : Analysis of claims
Mame of insurer NPI Limited
Total business/subfund Total long term insurance business
Financial year ended 31st December 2005
Units £000
—
UK Life UK Overseas Total Total
Pension Financial Previous
year year
|
1 2 3 4 _5
 Gross i =|
Death or disability lump sums 1| 8073 G584 16057 17618
Disability pericdic paymants 12 |
Surrender or partial surrender 18] 11se72 312036 425608 503783
Annuity payments 14 | 5050 32716 37775 34818
Lump sums on maturity 15 | 4167 174324 178491 155808
Total 18: | 131871 526080 657831 T12025
| |
Reinsurance - external | | B
Death or disability lump sums | 21 | ‘
Disability periadic payments 22 |
Surrender or partial surrender 23 |
ﬂnm.ﬂnf_ payfrmﬂts ) 24
Lump sums on maturily | 25|
Total | 26 | ;
I ¥ P—— T
Reinsurance - intra-group .
Death or disability lump sums 31 6306 805 21 7481
Disability periodic paymeants 32
Surrender or partial surrender 33 BB274 ario3 125377| 86361
Annuity payments 34 o '
Lump sums on maturily 35 2469 2489 1311
Tatal a6 24580 40477 135057 95153
Met of reinsurance |
Death or disability lump sums 41 2767 B07Y 884G, 10137
Disability periodic payments 42
Surrender or partial surrender 43 25208 2?49‘3%_ — 300231 417422
Annulty payments 44 5059 32716 37775 BdaiﬁE
Lump sums on maturity 45 4167 171855 176022 154487
Total 46 37201 485583 522874 616872
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Long term insurance business : Analysis of expenses

MName of insurer
Total business/sublund

Financial year ende

NPI Limited

31st December 2005

Total long term insurance business

Form 43

18

Units
UK Life UK Overseas Total Total
Pension Financial | Previous
year yaar
1 2 3 4 5
Gross N
Commission - acquisition 11 4 2498 2502 5380
Commission - other 12 | 551 1044 1595 2572
Management - acquisition 13 171 1764 1935 2891
Management - maintenance 14 1952 8457 10408 5764
Management - other 15 -3 931 _ 92& 8436
Total 16 2675 14694, 17369 25043
Reinsurance - external
Commission - acquisition 21
i Commission - other 22 -
| Management - acquisiton 23
Managemant - maintenance __24
Management - other 2 |
Tatal 26
Reinsurance - intra-group
Commission - acquisition 31 | | 463
Commission - other 32 I
Management - acquisition 33
Management - mainlenancea 34 1364 13094
ManmemaM—_uﬁ'iaf _.35
| Total 36 1394 1394 453:
T |
m reinsurance _
Commission - acquisition 41 . 4 2498 2502 4917
Commission - other 42 551 1044 1585 2572
Managemenl - acquisition 43 171 1764 1035 2881
Management - maintenance 44 558 8457 9015 5764
| Management - other 45 -3 931 928 8436
Total 48 1281 14604 15075 24580




28032006:18:14:38

Long term Insurance business : Linked funds balance sheel

Form 44

Name of insurer NPI Limited

Total business

Financial year ended 31st December 2005

Units £000

. Financial year | Previous year
1 2

Internal linked funds (excluding cross _I_nv_out_._rpunt:u _ =

Directly held assels (excluding collective investment schemes) | 285N 300452 |
Directly held assets in collective investment schemes of connected companies | 12

Diractly held assets in other collective Investment schemes 13 | 2764808 | 2508230 |
Total assets (excluding cross investmant) (11+12+13) 14 3019979 2898682
Provision for tax on unrealised capital gains |15

Secured and unsecurad loans 16

Other liabilities 17 10473 2508
Total net assets (14-15-16-17) 1B 3009506 2896174
Directly held linked assets i [
| Value of directly held linked assets 21
Total -
| Valua of directly hald linked assets and units held (18+21) 3 3009506 2896174
| Surplus units 32| 20730 2512
Deficitunits o oo [

| Net unit Ilahlllty:{31«32+33} . 34 208R776 2803662

19
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Long term insurance business : Revenue account for internal linked funds

Form 45

MName of insurer NPl Limited
Tolal business
Financial year ended 31st December 2005
Units £000

| Financial year | Previous year

| - =
Income |
Value of total creation of units T | 11 212337 142215
Investment income attributable to the funds before deduction of tax | 12] 96663 69623
Increase (decrease) In the value of investments in the financial year 13 4108359 246635
Other income 14 6280 471
Total income 19 734639 458944

i
Expenditure B B B a | -
Value of total cancellation units o 21 585701 560929
Charges for management 22 | 27434 28965
Charges in respect of tax on investment income | 23 | 7274 4494
Taxation on realised capital gaing | 24 168 (92)

Fﬂ'ﬁu-iaﬁéﬁ;w} in amount set aside for tax on capital gains not yet 25 {22)

realised
Other expenditure | 26 730 748
Total expenditure | 28 6521307 505022 |

I |
Increase (decrease) in funds in financial year (19-29) ' 39 | 113332 (136078)
Internal linked fund brought forward 49 2896174 3032252
Internal linked funds carried forward (39 + 49) 59 3009506 2896174 |

20



2H032006:18:14:38 Form 46
Long term insurance business : Summary of new business
Name of insurer NPI Limited
Total business
Financial year ended 31st December 2005
Unils £000
B UK Life UK Overseas |  Total Total
Pension Financlal | Previous
yaar year
£ | @ 3 4 5
Number of new policyholders/scheme
members for direct insurance business
' Regqular premium business 1 620 620
Single premium business 12 102 BEGE0 G662
Total 13 102 7180 7282
“Amount of new regular premiums N Sl
Direct insurance business 21 261 261
External reinsurance 22
Intra-group reinsurance 23 478 478
Total 24 39 739
Amount of new u.in_-n_g!n Hrquni_ug_s .
Diract insurance business 25 4967 13780 18747
External reinsurance 26 |
Intra-group reinsurance 27 889 117413 118302
Total 28 5856 131193/ 137049
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28032006:18:14:38

Long term insurance business : Non-linked assets

MName of insurar

NPI Limited

Form 48

Category of assets Total long term insurance business assets
Financial year ended 31st December 2005
Units £000
Unadjusted| Economic | Expected Yield Return on
assets Exposure income before assets in
from assets | adjustment | financial
in column 2 year
1 2 3 4 5
Assets backing non-profit liabilities and N
non-profit capital requirement
Land and buildings 1 155669
Approved fixed interest securities 12 | 387156 | 387156 18244 426
Other fixed intarest securities 13 | 176581 176581 8651 4.79
Variable interas! securities 14 | 4315 4315 169 3.70
UK listed equity shares 15 |
MNon-UK listed equity shares 16
‘Unlisted equity shares 17 | 2420 4.30
Other assets 18 179986 | 333235 6559 | 183
Total 19 903707 | 903707 35623 | 346
Assets backing with-profits liabilities B '
and with-profits capital requirement |
Land and buildings 21 '
Approved fixed interest securities 22
Other fixed interest securities 23 ]
| Variable interest securities 24
| UK listed equity shares 25
| Mon-UK listed equity shares 26
Unlisted equity sharas il |
Other assets 28 | ]
Total 20
Overall return on with-profits assots
Fost investment costs but pre-tax
Return allocated to non taxable ‘asset
shares’ L o
Return allocated to taxable ‘asset shares' | 33 | -g:&;ggg?ééf e

26




28032006:18:14:38 Form 49

Long term Insurance business : Fixed and variable interest assels

Name of insurer NPI Limited

Category of assets Total long term insurance business assets

Financial year ended 31st December 2005

Units EO0D

Value of Mean term Yield Yield
assals before after
| adjustment adjustment
L I T A M

UK government approved fixed |

bntarost securiting 1 65813 8.05 4.14: 4.14
L Other approved fixed interest securities 21 343 10.14) 4.23:: 4.27
' Other fixad interest securities |
| AAA/AZE 3 40764 11.38 4.62 455
| ANRa 32 47682 972 4.73 4.58
| AA a3 8793 0.73 4.89 4.58
. BBB/Baa 34
| BB/Ba o
E‘LE K11 il
!_E}_CCJCaa a7 - | (i D |
| Other (including unrated) . 38 - B

Total other fixed interest securlties 39 178581 10.1 1._ 4.79 _ 5?

Approved variable interest securities 41 1392 22.64 1.29 1.29

Other variable interest securities 51 2823 12,&‘5: 4.85 4,55

Total (11+21+39+41451) 61 | 568052 1&:’:’% 442 4.34

27



2B03Z2006:18:14:3B

Long term insurance business : Summary of mathematical reserves

Name of insurer

NPI Limited

Form 50

Total business/subfund Total long term insurance business

Financial year ended 31st December 2005

Units £000

UK Life | UK Pensicn Overseas Total Total
Financial Previous
Year Year
1 2 3 4 5

| Gross

Form 51 - with-profits 11

Form 51 - non-profit 12 69704 516536 586330

Form 52 13 | 349549 133247 482796

Form 53 - linked 14 | 154208 2834568 | 2088776
| Form 53 - non-linked 15 11739 30550 [ 42289

Form 54 - linked 16 2489 22501 24990

Form 54 - non-linked 17 an 1212 B 15{1.3

Total 18 588110 3538614 4126724

Reinsurance - external |

Form 51 - with-profits | 21 i

Form 51 - non-profit 22 |

Form 52 23

Form 53 - linked | 24 _—

Form 53 - non-linked ' 25 1 1

Form 54 - linked 26 |

Form 54 - non-linked 27 | |

Total ' 28 1) J '_ |

|

Reinsurance - intra-group

Form 51 - with-profils kL

Form 51 - non-profit 32

Form 52 a3 346853 126415 473368

Form 53 - linked 34

Form 53 - non-linked 35 L

Form 54 - linked B 36

Form 54 - non-linked ar N o il

Total 38 346953 126415 473368

Net of reinsurance u

Form 51 - with-profits 41 ]

Form 51 - non-profit 42 B9T94 516536 586330

Fom52 43 2506 6832 0428

Form 53 - linked 44 154208 2834568 2988776

Form 53 - non-linked 45 11738 30550, 42288

Form 54 - linked 46 24809 22501 24990

Form 54 - non-linked 47 331 1212 1543
| Total : 48 241156 3412190 3663355
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28032006:18:14:38

Long term insurance business : index linked business

MName of insurer NPI Limited
Giobal business

Financial year ended 31st December 2005
Units  £000

Form 56

. o _ |
Type iabil Name of index Value of assets | Gross derivative
ofessuis:mniabiliies link or liabilities value
1 2 3
S !
LUK TREASURY 2.5% INDEX-LINKED 20/05/09 RPI 1128
UK TREASURY 2.5% INDEX-LINKED 26/07/16 RPI 511 |
LK TREASLURY 4.125% INDEX-LINKED 22/07/30 RPI 5427 |
|
UK TREASLRY 2% INDEX-LINKED 26/01/35 RPI 4264 |
GBP
|
|
Total assets 24990 nfa
Total liabilities nfa
Met total assels 24990 n'a

42




2B032006:18:14:38 Form 57
Long-term insurance business - analysis of valuation interest rates

MName of insurer NPI Limited
Total business f subfund Total long term insurance business

Financial year ended 31st December 2005

Unils £000
| i I i
Product group | Net MNat Gross Risk adjusted
mathematical valuation valuation yiald on
rEsBrvEs interest interest matching
rate rale assels
1 2 3 4 5
UKL NP Code 395905 70072 4.00 4.00 4,34
LUKP NP Code 390/400/205 517734 4.00 4.00 4,34
| UKL WP Code S00/575 - 2596 3.20 4.00 4,32
UKP WP Code 525/535/570 6783 4.00 4.00 4.32
| UKL WP Code 800 11735 4.00 4,00 4.32
UKP WP Code T25/735 30483 4,00 4,00 _4._32,
Misc 176 nfa nla
— = 1
Total: 639580 n/a n/a n'a |
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ZB032006:18:14:38 Form 58
Long term insurance business : distribution of surplus
MName of Insurer NPI Limited
Total business/subfund Total long term insurance business
Financial year ended  31st December 2005
Linits E000
| Financial year Previous year
1 | 2
Valuation result |
| Fund carried forward 11 3678339 3543064
Bonus payments in ant[clp-ailbn ofa wi'pil.;s 12_
Transfer o non-technical account 13 78700
Transfer to other funds/parts of funds 14 B
Subtotal (1110 14) 15 3757039 3543064
Mathematical reserves 21 3853355 3448132
Surplus including contingency and other reserves held 29 103684 94932
towards the solvency margin (deficiency) (15-21)
Composition of Surplus
Balance brought forward kL o 94932 73397
| Transfer from non-technical account 32
Transter from other funds/parts of funds a3 .
Surplus arising since the last valuation 34 8752 21535
Total B 39 103684 - 04932
Distribution of Su rplus h
Bonus paid In anticipation of a surpﬁ.l_s 41 i _ =
Cash bonuses 42
Revér-élunafy bonuses 43 o
Other bonuses 44
' Premium reductions a5 |
Total allocated o policyholders (41 1o 45}_ 46
Net transfer out of fund/part of fund 47 78700
Total distributed surplus (46+47) 48 o - 78700
Surplus carmied forward 49 24984 84932
Total (4B+48) B 59 103684 64932
Percentage of distributed surplus allocated to
policyholders |
Current year 61 B
Current year - 1 62 ]
Current year - 2 63
Current year =3 B4
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28032006:18:14:38 Form 60
Long term insurance capital requirement
Mame of insurer MNPI Limited
Global business
Financial year ended 31st December 2005
Units £000
LTICR Gross ] Reinsurance LTICR LTICR
factor reserves | resenes / factor Financial Pravious
capital at capital at year year
risk risk
| 1 2 3 4 5 6
Insurance death risk capital component
Classes |, Il and IX 11| 0.1%
Classes |, Il and IX 12 |0.15% 0.50
Classes |, Il and 1X 13| 0.a% 80687 13447 124 178
Classes lIl, VIl and VilI 14| 0.3% 8639 8638 1.00 28 18
Total 15 0326 zvss [ 150 196
Insurance health risk capital component
Class IV and supplementary 2 |2 “ﬂ“ﬂfﬁ’
classes 1 and 2 : 3*/‘ %%w%? k o
Insurance expense risk capital componant
Classes |, Il and IX 31| 1% 1074256 595758 0.85 131 o001
Classes I, VIl and VI
Gwwastrmant 455 32| 1% 178437 178435 1.00 1764 1814
1
Classes |1, VIl and VIl |
(expe fixed 5 yrs +) 3 1% 114717 114717 1.00 1147 Baa
Classes [, VIl and VI 5 = ;g&gﬁg Eopen V%w ;m; gh; zm,m: = s .
(other) t .
Class IV a1 1%
A L AR R e e S PR e P
Class V 36| 1% PSR e e
Class VI 37 1%
Tota mEy: 0 e
Insurance market I'l!li_l.‘.ﬂpll‘l.l component
Clasgses |, Il and IX 41| 3% 1074256 585750 0.85 27384 27002
Classas I, VIl and VIl
(investment risk) 421 3% 178437 178436 1.00 5363 5443
| m
&h&fﬁ:g'ﬁzgdﬂﬂ 1_,'_} 43| 0% 114717 114717 S@;ﬂ@@”@ﬁ; ;
= i
Classes [Il, VIl and VIl 2784444 2784444 } S
(other) K i‘%gf?ﬁf*ﬁ%ﬁ?
Class IV 45| 3%
Class V 48| 0% -
Class VI 47| 3%
Total 48] | 4131854 8653355 | 32747 32445
2 PR PR e v
Long term insurance 5032
capital requirement o __ AL 4 _
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Returns under the Accounts and Statements Rules
Supplementary Notes

NPI Limited

Global Business

Financial year ended 31st December 2005

Appendix 9.1

*0301* Reconciliation of nat admissible assets to total capital resources after deductions

2005 2004
£000 EQD0
MNet admissible assels:
Form 13 Line 88 (other than long term business) 84,969 6,338
Form 13 Line 89 {long term business) 3917473 3,808,505
Less Form 14 Lines 11,12 and 49 (2,802 489) (3.713,572)
Less Form 15 Line 89 (1,240} {1,215)
Total capital resources after deductions 108,713 100,056
*0310* Net valuation differences shown in Form 3 line 35
2005 2004
EQOD £000
Megative valuation differences included within Form 3
Line 35
Frovision for reasonably foreseeable adverse variations 15613 16,080
FSA only additional reserve - 263
15,613 16,353

*1305* Counterparty limits

*1311*

(2) The principal investments of the insurer are holdings in authorised collective investmenl schemes
and deposits. The investment guidelines operated by the insurer limit exposure to any one
approved counterparty in respect of deposits to 20% of the business amount (10% of the business
amount in respaect of exposure other than shaorl term deposils).

(b) The investment guidelines permit exposure to counterparties that are not approved counterparties
subject to a non-approved counterparty being rated P-1 by Moody's, an independent rating agency
The guidelines operated by the insurer limit exposure to any one non-approved counterparty to
5%of the business amount,

{c) There were no breaches of these limits during the financial year.



Returns under the Accounts and Statements Rules
Supplementary Notes

MPI Limited

Global Business

Financial year ended 31st December 2005

Appendix 9.1 {continued)

*1306* Counterparty exposure at the end of the financial year

1312t
There were 4 cases where exposure of the insurer to any one counterparty at the end of the financial
year exceeded 5% of the sum of the base capital resources requirement and the long-term insurance
liabilities, excluding property linked benefits and net of reinsurance ceded.
The amounts and nature of the assets giving rise to this exposure ara:-

2005
£000
Bonds heald with the following institulions:
European Investment Bank 147,500
KFW International Finance 104,000
UK Treasury 92,000
Hendersons UCITS scheme 146,751

*1308" Unlisted and listed investments

The aggregate value of unlisted investments falling within lines 41, 42, 46, and 48 which have been
valued in accordance with the rules in PRU1.3 is £0.1m.

The aggregate value of listed investments falling within lines 41, 42, 46, and 48 which have besn
valued in accordance with the rules in PRU1.3 and which are nol readily realisable is Nil.

The aggregate value of units or beneficial interasts in cartain collective investment schemes falling
within lines 41, 42, 46, and 48 which have been valued in accordance with the rules in PRIU1.3 is Nil,
*1309° Hybrid securities

Included within line 48 and line 48 of Form 13 Total long term Insurance business assets are hybrid
securities of £28.6 million

*1318" Other asset adjustments

Included in line 100 of Form 13 Total long term insurance business assels is a deferraed tax asset of
£10 million.
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Returns under the Accounts and Statements Rules
Supplementary Notes

NPI Limited

Global Business

Financial year ended 31st Decembear 2005

Appendix 9.1 [continued)

*1401" Provision for reasonably foreseeable adverse variations

On 30th Septernber 1999, the insurer entered inte a refinancing arrangement with a wholly owned
subsidiary of Abbey National Group PLC. The insurer has originated a portfolio of residential property
investments subject to life tenancies (reversions) against which it has sold Exira Income Plan annuily
contracts. The insurer has sold 93% of “shared growth” reversions and entered into an arrangement
whereby the Abbey National Subsidiary will commit to acquire future “shared growth” reversions which
the insurer originates on pre-agreed terms. As part of the arrangement, the insurer has underiaken lo
indemnify the Abbey National Subsidiary against profits or losses arising from mortalilty or surrender
experience which differs from the basis used to calculate the reversion amount. There is an interest
charge of LIBOR plus 1.125% on capital used for the reversion purchases. The insurer will be liable for
the firsl 7% of any losses arising from sales proceeds underperforming the movement of the regional
Halifax house price indices. Losses in excess of 7%, tagether with any loss arising from the movement
of the regional Halifax house price indices, will be borne by the Abbay National Subsidiary. On 30th
April 2002, Abbey National Group Plc ceased to refinance new reversions.

The key assumptions used to calculate the reversion amounts were:

Mortality: 80% IMLAFL 1892 Year of Use together with a surrender assumption to allow for sale befare
death without immediale repurchase.
Future specific house price inflation 1.0% p.a.

A provision for adverse mortality and specific house price inflation experience was calculated based on
a cash flow projection assuming:

Mortality: 72% IML/IFL 1992 Year of Use legether with a surrender assumption to allow for sale before
death without immediate repurchase sel al three guariers the rate assumed in the reversion basis.
Future specific house price inflation 0.5% p.a. below the growth in the Halifax house price index is
assumed (of 1.25%).

A future LIBOR rate of 5.64% p.a. and a discount rate of 4.0% p.a. ware assumed in calculating the
provision

The total provision was £15.6 million
No ather provision for adverse changes is made as consideration is given to ensure assets of an

identical or similar nature are held so that the derivative contracts are effectively covered. All contracts
are reasonably covered and any potential provision is considerad immalerial.
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Returns under the Accounts and Statements Rules

Supplementary Notes

NPI Limited

Global Business

Financial year ended 31st December 2005

Appendix 9.1 (continued)

“1402*

*1502*

*1405*

*1501*

1601

*1603*

*1700"

Liabilities

fa) There are no charges over assets.

(b) The lotal polential liability lo taxation on capital gains for the long term insurance business fund and
the other than long term insurance business fund, which might arise if the insurer were lo dispose
of its assets is nil.

{c) There are no contingent liabilities or instalments due on investments held at the end of the financial
year.

(d) The insurer has no guaranteas, indemnities or other contractual commitments effected other than in
the ordinary course of its insurance business in respect of related companies.

(2) In the opinion of the directors, there are no other fundamental uncertainties affecting the financial
position of the insurer,

Other adjustments to liabilities
Line 74 comprises provision for reasonably foreseeable adverse variations.
Provision for reasonably foreseeable adverss variations

The insurer doss not lrade derivalive contracls against uncovered positions on other than long term
business and it is therefore nol necessary to make a provision for adversae changes.

Basis of conversion of foreign currency

Assels and liahilities denominated in foreign currency are translated using the closing rate method,
Exchange differences on opening net assets are dealt with on the profil and loss account.

Other income and charges

Other charges includes consultancy services.

Analysis of derivative contracts

In respect of Form 17 Long term business and Other than long lerm insurance business, all amounts

required to be shown (including comparatives) would be zero and this Form has not been included in
the Return.

&1



Returns under the Accounts and Statements Rules

Supplementary Notes

NPI Limited

Glaobal Business

Financial year ended 31st December 2005

Appendix 9.3

*4002" Other income and expenditure

*4008*

*4009"

*4401°

Other income includes an amount of £3.4 million representing annual management charge income and
£0.6 million of policy charges. The balance of line 15 is representad by administration fees and expense
charges.

Other expenditure in line 25 includes an amount of £19 million, which represents the annual
management charge payable to National Provident Life Limited.

Provision of management services

Since 1% September 2005 Pearl Group Services Limited has provided management services lo the
insurer. Prior to this, the management services were provided by PGS2 Limited (formerly HHG
Services Limited). Henderson Global Investors Limited has provided investment management services
throughout the whole of the financial year.

Material cannected-party transactions

Since 1st January 2000, NPI Limited has entered into a number of reinsurance treaties with Pearl
Assurance plc and National Provident Life Limited. Detalls of these reinsurance treaties are to be found
in paragraph 9 of the Abstract of valuation report,

Basis of valuation of assets

Investments are stated at current value at the end of the financial year, calculated as follows:

- listed investments are stated at the middle market value

- short term deposits are included at cost
- other investments are shown at direclors' estimates of market value



Returns under the Accounts and Statements Rules

Supplementary Notes

NPI Limited

Global Business

Financial year ended 31st December 2005

Appendix 9.3 (continued)

*4402*

“4502*

*4803°

“4901*

*5104"
“5204*
*5304*

*5701*

Information on derivative contracts

2005 2004
Options £000 £000
The aggregate value of assels 663 Mil
The aggregate value of liabilities (248) Mil

Other income and expenditure
Other income consists of management fee rebates and currency gains.

Other expenditure consists of distributions paid out of Higher/Classic distributions funds and safe
custody fees,

Coupon Rates

Where the coupon rate of a sinkable bond exceeds the yield for that bond; it is assumed that the bond
will be redeamed at the earliest possible date.

Credit Agency

The credit agency used to provide the Form 49 split Is UBS Warburg.

Hyhbrid Contracts

Benefits on hybrid contracts have been included proportionally lo the policyholder count in the
appropriate lorms

Authorised collective investment schemes

Included within Equity shares and holdings in collective investment schemes are investmants in

authorised collective investment schemes consisting whally of cash for the valuation of liabilities. The
yield on these investments have only been adjusted for the 2.5% deduction to all asset yields.



Returns under Accounts and Statements Rules

Statement of additional information on derivative contracts required by rule 9.29

NPI Limited

Global Business

Financial year anded 31st December 2005

(@)

(b)

(c)

(d)

During the financial year the company operated an investment policy for the use and
control of derivatives. This policy lists the approved derivative contracts and the
approved uses of derivatives, establishes procedures for introducing new contracts or
uses, identifies areas of risk, and establishes a control framework for dealing,
setlement and independent monitoring and reporting of derivatives.

The company uses derivatives in its portfollo management to hedge against market
maovements in the values of assets in the portfolio (reduction of investment risks), and
as a means of effecting a change in exposure to different asset classes without
disturbing underlying physical holdings (efficient portfolio management).

It is the company's policy that all derivative conlracls are covered by either cash,
physical securilies or other specific commitments. Consequently the company doss
not trade derivative contracts against uncovered positions, and portfolios may not be
geared by means of derivatives,

The company controls market risks through the setting of exposurs limits which are
subject to detailed monitoring and review. Market and liquidity risks are reduced by
requiring all futures and options positions to be backed by cash or securities.

The company permits the purchase of partly paid shares, subject to the unpaid capital
being coverad by cash, and also converlible bonds as alternatives to investment in
the underlying equities.

Subject to the principles described above, the investment policy permits the writing of
conlracts, under which the company had an obligation to acquire or dispose of
assets, which were not reasonably likely to be exercised, at the time when the
coniract was entered into. In these circumstances the portfolio manager must be
satisfied thal the sirike price is reasonable in terms of the current portfolio and market
conditions al outset, in case the contract is subsequently exercised.

The investment policy for the use and control of derivatives imposes overriding
pravisions that the investmenl rationale for their use is clearly understood, that each
contract is admissible in terms of the Integrated Prudential Sourcebook for Insurers
and that derivatives may not be used to gear a portfolio. The policy specifically
excludes the use of exotic options, including barrier options, without the prior
approval of the senior management of the Investment Manager. The purchase of
free-standing out of the money call options is not permitted.

There were no options bought or sold during 2005 which were over 5% of the strike
price at inception.

The extent to which Form 13 would be changed if assets which the company had
agreed to acquire or dispose of under derivative contracts outstanding at the end of
the financial year (being, in the case of opltions, only those options which it would
have been prudent to assume would be exercised) had been so acquired and
disposed of, is that there would be no effect as the contracts are held in the linked
funds.



Returns under Accounts and Statements Rules

Statement of additional information on derivative contracts required by rule 9.29

NPl Limited
Global Business

Financial year ended 31st December 2005

(Continued)

(e) If options outstanding at the end of the financial year had been exercised so as to
change exposures by the maximum amount (allowing for aptions that efther must be
exercised together, or the exercise of one precludes the possibility of the other being
exercised), the numbers in (d) above would not be materially different.

(f) The maximum extent to which the infarmation provided in (d) above would have been

materially different if (d) had applied to derivative contracts at other points during year
is nil.

The maximum extent to which the information supplied in (e) above would have been
different if (e) had applied to derivalive contracls at other points during the year is nil.

(g) The maximum loss which would have been incurred by the company on the failure by
any one other person to fulfil its obligations under derivative contracts outstanding at
the end of the financial year under existing market conditions was £0.6m.

The maximum loss which would have been incurred by the company on the failure by
any one other person to fulfil its obligations under derivative contracts outstanding at
the end of the financial year, in the event of other forseeable market conditions, was
E£0.8m.

The maximum loss under forseeable market conditions at any other time during the
year was £0.7m.

(h} The company has not made use of any derivative contract at any time during the
financial year which required a significant provision to be made under PRU 4.3.17R
or did not fall within the definition of a permitted derivative contract,

(i} The total value of fixed considerations received during the financial year in return for
granting rights under derivative contracts was nil. The contracls under which such
rights were granted were:

Proceeds from Option Sales

Equity £1.Bm
Fixed Interest £0.0m
Total £1.8m
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Returns under the Accounts and Statements Rules

Statement of additional information on controllers required by rule 9.30
NPI Limited

Global Businass

Financial year ended 31st December 2005

The persons who, to the knowledge of the Company, were controllers at any time during the
financial year were Henderson Finances (formerly Pearl Group), Henderson Group PLC (formerly
HHG PLC), AMP Financial Services Holdings Limited, AMP Holdings Limited, AMP Group Holdings
Limited and AMP Limited which ceased to be controllers on 13th April 2005, Pear| Group Limited
{formery Life Company Investor Group Limited), Sun Capital Investments Limited, Hera
Investments One Limited, Xercise Limited, Jambright Limited, Hugh Osmond, Alan Mcintosh,
Matthew Allen, Edward Spencer-Churchill, Mare Jonas, TDR Capital LLP and TDR Capital
Mominees Limited which became controllers on 13th April 2005 and Pearl Assurance Group
Holdings Limited which ceased to be controller on 12" May 2005.

The persons who, to the knowledge of the insurer, were controllers at the end of the financial year
were:

1. Pearl Group Limited

As at 31™ December 2005, Pearl Group Limited owned 100% of the issued share capital of NPI
Limited and was able to exercise 100% of the voting power at any general meeting.

2. Sun Capital Investments Limited

As al 31" December 2005, Sun Capital Investments Limited owned 50% of the ordinary shares of
Pearl Group Limited, a company of which NP1 Limited is a subsidiary and was able to exercise 50%
of the voting power at any general meeting.

3. Hera Investments One Limited

As at 31" December 2005, Hera Investments One Limited owned 50% of the ordinary shares of
Pearl Group Limited, a company of which NPI Limited is a subsidiary undertaking, and was able to
exarcise 50% of the voting power at any general meeling.

4. Xercise Limited

As at 31" December 2005, Sun Capital Investments Limited, which is an associate of Xercise
Limited within the meaning of of section 422 of the Financial Services and Markets Acl 2000 by
virtue of being a subsidiary undertaking, owned 50% of the ordinary shares of Pearl Group Limited,
a company of which NP1 Limited is a subsidiary undertaking, and was able to exercise 50% of the
voting power at any general meeting.

5. Jambright Limited

As at 31" December 2005, Hera Investments One Limited which is an associate of Jambright
Limited within the meaning of of section 422 of the Financial Services and Markets Act 2000 by
virlue of being a subsidiary undertaking, owned 50% of the ordinary shares of Pearl Group Limited,
a company of which NPI Limited is a subsidiary underiaking, and was able to exercise 50% of the
voting power at any general meeting.



Returns under the Accounts and Statements Rules

Statement of additional information on controllers required by rule 9.30
NPI Limited

Global Business

Financial year ended 31st December 2005

{Continued)

6. Hugh Osmond, Alan Mcintosh, Matthew Allen, Edward Spencer-Churchill, Marc Jonas

As at 31" December 2005, Hugh Osmond, Alan Mcintosh and Matthew Allen, together with Edward
Spencer-Churchill and Marc Jonas, who were associates of Hugh Osmond and Alan Mcintosh within
the meaning of section 422 of the Financlal Services and Markets Act 2000 by virtue of being
partners, jointly owned 67.7% of the ordinary shares of Xercise Limited and were able to exercise
67.7% of the voling power at any general meeting. Sun Capital Investments Limited is a subsidiary
undertaking of Xercise Limited and owns 50% of the ordinary shares of Pearl Group Limited, a
company of which NP! Limited is a subsidiary underiaking, and was able to exercise 50% of the
voling power at any general meeting.

7. TDR Capital Nominees Limited

As at 31" December 2005, TDR Capital Nominees Limited acted as nominee for the TDR funds,
which own 89.8% of the ordinary shares of Jambright Limited and were able to exercise 89.8% of
the voting power at any general meeting and owns 79.7% of the preference shares of both
Jambright Limited and Xercise Limited, which carry no voting rights. Hera Investments One Limited
is a subsidiary undertaking of Jambright Limited and owns 50% of the ordinary shares of Pearl
Group Limited, a company of which MP| Limited is a subsidiary undertaking, and was able to
exercise 50% of the voting power at any general meeting.

B. TDR Capital LLP

As at 31" December 2005, TDR Capital Nominees Limited, which is an associate of TDR Capital
LLP within the meaning of the Financial Services and Markets Act 2000 by virtue of being a
subsidiary undertaking and, acted as nominee for the TDR funds which own 89.8% of the ordinary
shares of Jambright Limited and were able to exercise 89.8% of the voling power at any general
meeting and own 79.7% of the preference shares of both Jambright Limited and Xercise Limited,
which carry no voting rights. Hera Investments One Limited is a subsidiary undertaking of Jambright
Limited and owns 50% of the ordinary shares of Pearl Group Limited, a company of which NPI
Limited s a subsidiary undertaking, and was able to exercise 50% of lhe voling power al any
genearal meeting.
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Returns under the Accounts and Statements Rules

Statement of information on the actuary who has been appeinted to perform the with-
profits actuary function as required by rule 9.36

NPI Limited

Global Business

Financial vear ended 31st December 2005

The with-profits actuary from 1st January 2005 until 31st March 2005 was A R Walton. In

accordance with rule 9.36 of the Accounts and Statements Rules, the following information
relating to Mr Walton is in respect of this period in 2005:

1. a) Mr Walton held no shares or share options in 2005.
b) Mr Walton had no transactions with the insurer throughout the year.
c) The aggregate of the remuneration and value of other benefits receivable by

Mr Walton from the Company for the period specified was £210,771 inclusive
of severance payments.

d) Mr Walton was throughout the period a member of the Pearl Staff Pension
Scheme and was entitted to the standard benefits under the rules of the
scheme.

2. The above particulars were obtained from the insurer's Human Resources records.
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Returns under the Accounts and Statements Rules

Statement of information on the actuary who has been appointed to perform the with-
profits actuary function as required by rule 9.36

NPI Limited
Global Business
Financial year ended 31st December 2005

{continued)

The with-profits actuary from 1st April 2005 until 31st December 2005 was P Turnbull. In
accordance with rule 9,36 of the Accounts and Statements Rules, the following information
relating to Mr Tumbull is in respect of this period in 2005:

1. a) Mr Turnbull holds no shares or share oplions in 2005,

b} Mr Turnbull had no transactions with the insurer throughout the year but his
Spouse held a number of polices issued by the Insurer.

c) The aggregate of the remuneration and value of other benefits recelvable by
Watson Wyatt LLP (of which Mr Turnbull was a pariner) until 1st August
2005 and thereafter by Watson Wyatt Limited, (the employer of Mr Turmnbull
from 1st August 2005), from the insurer during the period specified was
£3,500,000,

d}) Mr Tumbull was throughout the period a member of the Pearl Staff Pension
Scheme (NPI Limiled being a subsidiary of Pearl Group Limited) and was
entitled to the standard benefits under the rules of the scheme in respect of a
prior period of employment by a subsidiary of Pearl Group Limited. Mr
Turnbull did not accrue further pension benefits in the scheme throughout the
period.

2, The insurer has made a request to Mr Turnbull to furnish it the particulars specified in
rule 9 36(1) of the Accounts and Statements Rules. The above particulars were
obtained with the agreament of Mr Tumbull.

MNote 1

Under rule 9,36(4) of the Accounts and Statements Rules, reference o lhe insurer includes
reference to any body corporate which is the insurers subsidiary undertaking or parent
undertaking and to other subsidiary undertaking of its parent undertaking.

Mote 2

Regarding Section 1(c) referring to Mr Turmbull, the remuneration details supplied relate to the
contractual sums paid to Watson Wyatt LLP and Watson Whyatt Limited for the provision of
acluarial services. Thesa services include the performance of the with profit actuary function
by Mr P Turnbull,
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NPI LIMITED
APPENDIX 9.4
ABSTRACT OF VALUATION REPORT
Introduction
1. (1) The date to which the actuarial investigation relates is 31 December 2005.

(2) The date to which the previous actuarial investigation under IPRU(INS) rule 9.4 related was
31 December 2004.

(3) Since the previous valuation date, there have been no interim valuations (for the purposes of
IPRU(INS) rule 9.4).

Product range

2 There have been no significant changes to products during the financial year.

Discretionary charges and benefits

3. (1) Market value reductions ("MVR") ware applied as follows:

Product Policy Year of Entry Period applied
Portfolic Bond Series 1 Jan 2000 to Jun 2002 Throughout 2005
Portfolio Bond Series 2 Feb 2000 to Jun 2002 Throughout 2005
Investment Bond Oct 2000 to Jun 2002 Throughout 2005
Socially Responsible Investment  Oct 2000 to Jun 2002 Throughout 2005
Bond

Pensions business (excluding Jan 2000 to Jun 2002 Throughout 2005

Capital Account)

Socially Responsible With-profit Jan 2001 to Jun 2002  Throughaul 2005
Pensions business

Mote: MVRs apply by date of each investment in the fund, not by policy date

(2) WPI Limited has not sold any reviewable protection business.
(3) There are no deposit administration policies.

(4) Palicy fees on linked policies were increased on 1 January 2005 in line with the Relail Prices
Index, an increase of 3.1%.

(5) The unit-linked pelicies within NPI Limited do not have any benefit charges (mortality,
maorbidity etc).

(6) During the financial year, unit management charges for accumulating with-profits and linked
business remained unchanged.

(7) (a) Units are of two types — initial and ordinary. The following method is applied to both
types of units.

(i) The creation unit price is determined by valuing the assets at the offered dealing
price including all costs that would be incurred in purchasing assets and net of all
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(b)

()

(i)

{iii)

investment management charges, charges and deductions, if any, for tax. This tatal
is divided by the number of units. The cancellation unit price Is calculated by valuing
the assels at the price at which they could be sold and deducting the dealing costs,
management charges and taxes if applicable. This total is divided by the number of
units.

The offer price is determined as the creation or cancellation price divided by 95%,
plus any rounding adjustment. Units are deallocated at 95% of the offer price plus
any rounding adjustment. For the Pooled Managed Fund, which has a 1.75% bid-
offer spread the 95% used in the calculation of the offer and bid prices, is replaced
by 98.25%. Similarly, where there is no bid offer spread the 85% is replaced by
100%.

Units are allocated to policies at the offer price and deallocated at the bid price. NPI
Limited values the assets on an offer basis where thare Is a net creation of units and
a bid basis where there a net cancallation of units. During 2005 all prices were
calculated on an offer basis with two exceplions; the NUPS15 Fund {Pension
Protected Equity 100%) and the NUPS16 Fund (Pension Bonusbuilder 90%), NPI
Limited retains the right to price on a bid basis on all Funds.

(iv) The assets of the internal linked funds are valued at noon on each working day. |f

markets move significantly between noon and 4 pm, allowance for this market
movement is made.

During the financial year there were no times at which different pricing bases applied to
different policies.

Where the funds invest in unit trusts or open-ended investment companies managed by
NPI Limited the units are valued at the price at which NPI Limited would have been able
to purchase the investments. To ensure unit holders are nol subject to two sets of initial
charges arrangements are in place to ensure that the unit trust investments are
undertaken free of any manager's initial charges.

(8) The deduction for tax is calculated on a daily basis on the movements in unrealised gains
and losses using a tax rate reflecting the expected tax payable by NP1 Limited as these gains
and losses are realised. The current lax rate applicable is 0% as a result of future gains
being offset against prior year losses.

(9) For the internal linked funds, a provision is made for the potential liability to tax on the
unrealised gain, after indexation allowance, accrued to the pricing date. The current tax rate
applicable is 0% as a result of future gains being offset against prior year losses.

(10)The internal linked funds receive an initial charge discount and an annual management

charge rebate when purchasing, selling or holding units in collective investment funds. This
ensures that the policyholder is not subject to two sets of charges.

Valuation basis (other than for special reserves)

4.

(1) The general principles and methods adopled in the valuation are:

NON-LINKED BUSINESS

Mathematical reserves have been delermined using a gross premium method except as
mentioned balow.

Some non-profit assurances have been valued using the net premium method of valuation.
It is unmodified, except for;
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(i Policies subject to an extra premium are valued as if effected at the standard premium
and a further provision of one year's extra office premium is held.

(i) Where the net premium on the valuation basis is greater than the actual office premium,
the premium valued is the office premium.

(i} For classes of business where the difference between the office premium and the net
premium is considered insufficient 1o cover future expenses an additional reserve has
been established.

A provision for the immediate payment of claims is made.

A reserve for policies where premiums are unpaid is held. This reserve is equivalent to the
normal net premium reserve assuming premiums are paid to dale, less the oulstanding office
premiums.

All deferred annuities with a return on death are valued ignoring mortality before vesting.

The amount of the gross mathematical reserve for unitised with-profit, unitised Socially
Responsible with-profit and capital accounts is calculated as follows:

(iy The present value of the units are delermined by accumulating the existing units al the
guaranteed minimum bonus rates to the retirement date for pensions or over the
expected lifetime of the policyhelder for life and discounting the resulting sum at the
valuation rate of interest shown on Form 52, Under Portfolio Bond 2 any guaranteed
bonus payable at the first policy anniversary, if it has not yet been reached, any
remaining fees dues in the first five years and the additional bonus payable at the fifth
policy anniversary and every five years thereafter are all taken into account. Under PPP
Series 2 and FIP (nil bid-offer spread version) the number of existing units is increased
by the number of loyalty bonus units due at the retirement date.

For regular premium policies the units that will be bought from fulure premiums are
accumulated at the guaranteed minimum bonus rates to the retirement date and
discounted at the valuation rate of interest. From this the value of the fulure premiums
less future commission (discounted at the valuation rate of interest) is deducted.
Allowance is made for the possibility that the policy is made paid-up, and hence future
pramiums not paid, in these calculations.

(i) An expense reserve is calculated by applying an annuity factor for the appropriate term
to the expense provision, net of a prudent allowance for charges recoverable. The
annuity factor is calculated at a rate of interest that allows for future inflation at an
assumed rate. An extra reserve for any fulure fund based renewal commission is added,
where appropriate.

INDEX LINKED BUSINESS
Mathematical reserves have been determined using a gross premium method.
LINKED BUSINESS

Mathematical reserves have been determined by valuing the units allocated to policies and
adding a non-unil reserve for mortality and expenses,

The non-unit reserve is calculated using a discounted cash flow approach. Where the
projected cashflows show no future shortfall in any year there is no recourse to additional
finance and no sterling reserve Is required. Where the projection produces a shortfall, the
discounted valua of the cashflows is calculated. This is the sterling reserve required to
ensure thal no recourse to additional finance is required.
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(2) The following table sets out the rates of interest used for all classes of business:
Product Group 2005 2004

All products except index linked annuities 4.00% 4.50%
Index linked annuities 1.10% 1.60%

(3)

Motes:

For index linked annuities a real interest rate is used to allow for RPULPI increases.

Yields on other fixed interest or variable yield were reduced to allow for the risk of default
whilst retaining the margin over gilt yields in respect of reduced liguidity of corporale bonds,
The level of the reduction was assessed by reference to the term, seniority and credit ratings
of the assets. The reductions were obtained from a base table derived from published rates
of default and rating changes then adjusted for market movements since the publication and
uplifted by 25% as a margin for adverse variation.

There are no significant equity or property holdings in NPI Limited other than those held in
linked funds. Yields on equities are taken to be the same as those on the actual unit trust

holdings.

(4) The following table sels out the mortality bases used for all classes of business:

Product Group 2005 2004 Product
. Males Females Males Females Code
Pre-vesting
All business 100% AMI92 100% AF92 100% AMS2 100% AF92 All
Post-vesting/in
payment
Pension annuities 102% RMV92 85% RFV92 039 RMVG2 Alt TB% RFVE2 Alt 390, 400,
205
Group GAF 102% RMVO2 85% RF\VS2 93% RMWVAZ2 Alt T8% RFVOZ Alt 395
annuities
Life/IRS/Individual 72% IMLS2 72% IFL92 72% IML92 72% IFL92 395,905
GAF annuities
Life deferred 72% IML92 T2% IFL92 72% IML92 729% IFL92 390
annuities
Fensions deferred 102% RMVE2  85% RFV92  93% RMVS2Z Alt  78% RFV92 Alt 390
annuities
Notes:

1. Ultimate maortality has been used in all cases.

2. The RMV92 Alt and RFVS2 Alt tables used at 31 December 2004 are based on the published
RMV92Z and RFV92 tables but have the mortality rates reduced at certain ages to bring the
resultant mortality in line with the low cohort equivalent.

3. For post-vesting mortality, future mortality improvements in line with the CMI| medium cohort
projections for males and short cohort projection for females have been assumed at 31
December 2005. At 31 December 2004 future mortality improvements in line with the CM|

17 report were assumed.
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For annuity contracts life expectation for males are as follows:

Product Group Annuities in payment Deferred annuities: life
expectation at age 65
Age 63 Age 75 Age 45 Age 55

Pensioners annuities 223 14.1
Group GAF annuities 22.3 14.1
Life/IRS/Ind GAF annuities 22.4 140
Life deferred annuilies 23.7 232
Pensions deferred annuities 23.6 23.0

For annuity contracts life expectation for females are as follows:

Product Group Annuities in payment Deferred annuities: life
expectation at age 65

Age 65 Age 75 Age 45 Age 55

Pensioners annuities 256 16.5
Group GAF annuities 256 16.5
Life/IRS/Ind GAF annuities 253 16.2
Life deferred annuities 26.3 259
Pensions deferred annuities 26.6 26.1

(5) There are no products representing a significant amount of business that use a morbidity
basis.
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(6) The expense bases are as follows:

NON-LINKED BUSINESS
Per policy expenses, before allowance for tax relief, were as follows:

Regular premium policies:

Product Group 2005 2004  Product
Epa £pa Code
Endowmentsiterm assurance 81.25 73.77 435
Personal Pension Plan rebate 55.50 50.39 525,725
Group Money Purchase Plan rebate 128.90 117.95 535, 735
Pearsonal Pension Plan 53.78 48.84 525, 725
Personal Pension Investment Plan 71.59 65.00 725
Free Standing AVC Plan 61.40 55.75 525, 726
Group Money Purchase Plan and Variable 52.12 47.32 636, 735
Premium Group Personal Pension Plan
High TV Personal Pension Plan 34.72 31.52 525, 725
New Approach Personal Pension Plan 47.81 43.41 525, 725
New Approach Free Standing AVC Plan 54,53 49.51 525, 725
Mew Approach Executive Pension Plan B83.66 75.96 526, 725
Flexible Personal Pension Plan 3472 31.52 525, 725
Motes:

All expenses above are shown as per policy rather than per benefit. For some products the
valuation requires an expense charge per benefit, in which case this is derived by applying
the ratio of the benefit count to the policy count.



Single premium and paid up policies:

Product Group 2005 2004 Product
Epa Epa Code
Endowments/term assurance 40.56 36.82 435
Extra Income Flan 186.58 169.41 395, 905
Investment Bond 40.60 36.60 500, 700
With Profit Bonds/Capital Investmen! Bond 40.60 36.86 500, 700
{Distribution Bond
Annuities 30.37 27.57 390, 305,
400, 905
Executive Penslon Plan 118.25 107.37 B3k, 735
Pension Transfer Plan 4866 4419 525,725
Flexible Income Plan 147.B7 134.26 570, 750
Personal Pansion Plan rebale 3280 29.60 525, 725
Group Money Purchase Plan rebate B81.25 Ta.77 535, 735
Personal Pension Plan 3183 2899 525, 726
Personal Pension Investment Plan 28.85 26.20 725
Free Standing AVC Plan 33.22 30.16 626, TZ5
Group Money Purchase Plan and Variable 26.53 24.09 535, 735
Premium Group Personal Pension Plan
Penfund 5747 52.18 535, 735
Phased Retirement Account 96.04 87.20 725
Trustee With-Profit Bond 43.26 39.28 B35
Trustee Transfer Plan 38.80 3523 635, 735
High TV Personal Pension Plan 20,66 18.76 525, 725
New Approach Personal Pension Flan 28.28 25.68 525,725
Mew Approach Free Standing AVC 3237 29.389 525, 725
Mew Approach Executive Pension Plan 49.66 45.09 525, 725
Trustee Investment Plan 40.60 36.86 755
Flexible Personal Pension Plan 20,66 18.76 525, T25
Notes:

All expenses above are shown as per policy rather than per benefit. For some products the
valuation requires an expense charge per benefit, in which case this is derived by applying
the ratio of the benefit count to the palicy count.
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Under each policy valued on the net premium basis the reserve is increased by an allowance
for future expenses for any part of the term where premiums are not payable. If there are no
further premiums payable, this will be for the full outstanding term,

An allowance for expenses for the full outstanding term has also been added to other
contracts not valued on the net premium basis.

If there is more than one investment fund, including unitised with-profits and capital account,
attaching to one benefit then the expense amaount is split appropriately.

For group life insurance provided by a separate contract the reserve of 50% of one year's
premium contains a provision for expenses,

LINKED BUSINESS

For non-unit reserve calculations the above expenses and inflation are used for each product
class. For policies invested in both unit-linked and unitised with-profit funds the per policy
expansas ara split in proportion to the premiums payable to each fund for regular premium
policies and in proportion to the unit values for single premium and paid up policies,

The unit growth rates before management charges are set out in the table below;

2005 2004
Life business 4.05% 4.40%
Pensions business 5.06% 5.50%

LINKED AND NON-LINKED BUSINESS
Gross Investment Expenses
Investment expenses, before allowance for tax, have been allowed for through a reduction to

the valuation interest rates. The table below sets out the basis peint ("bp") reductions
applied:

2005 2004
Fund bps bps
Unit-linked/Unitised With-profit reassured from 11.25 1125
Mational Pravident Life Limited to NP1 Limited
Nan-profit 16.80 15.00
Unit-linked Life 30.00 25.00
Unit-linked Pensions — non-ALIS business 20.00 20.00
Unit-linked Pensions — ALIS business 20.00 14.50
Unitised With-profit Pensions 16.00 14.00
Unitised With-profit Life nfa nia

MNotes:

1. These rates are before applying VAT at 17.5%

2. Under the terms of the Unitised With-profit Pensions reassurance treaty, Pearl
Assurance plc make payments to NFPI Limited to cover the annual management charge
net of investmenl expenses. The fee agreed by Pearl Assurance plc with its investment
managers is assumed to be payable.
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(7)

(8)

3. Where the palicy is invested in external funds, for some of these funds the projected unit
growth rate Is reduced by the fee payable to the external fund manager assuming mid-
table performance is achieved,

Inflation Rates

Expense and charge Inflation is set out in the table below:

e 2005 2004
Expense inflation 4.50% 4 50%
Policy Charge Inflation 4.50% 4.50%

All with-profils business is reassured, except for the expense reserves, hence the future
bonus assumptions are not relevant. In calculating the gross and reassurance ceded
raserves he assumption Is that existing unit values are accumulated at any guaranteed
minimum bonus rates. Under Portfolio Bond 2 any guaranteed bonus payable at the first
policy anniversary, if it has not been reached, and the additional bonus payable at each fifth
policy anniversary are all taken into account. Under PPP Series 2 and FIP (nil bid-offer
spread version) the number of existing units is increased by the loyalty bonus units due at
retirement date,

Tax Rates

Relief for tax applied to expenses is 20% for UK Life (excluding life annuities) business and
0% for other business. Tax on investment income is sel out in the following table:

Type of business 2005 2004

LK Life — dividend income 0% 0%

UK Life — income from assets backing life annuities 0% 0%

UK Life — other incoma 20% 20%

UK Pensions — all income 0% 0%
Surrender/Lapse Rates

Mo allowance is made for surrender/lapsea.
Paid Up Rates

Mo allowance is made for policies being made paid up other than for accumulating with-
profits business and unit-linked business.

6o



The paid up assumption rates used are as follows:

Product Group Paid up rates Product Code
2005 2004

Personal Pension Plan and Group Personal 15.0% 15.0% 525, 535

Pension Plan

Personal Pensions rebate policies 15.0% 15.0% 525

Execulive Pension Plan 20.0% 20.0% 535

Group Money Purchase Plan and Variable 33.0% 33.0% 535

Premium Group Personal Pension Plan

New Approach 15.0% 15.0% 525
Motes:

1. The regulatory valuation assumes a paid up rate for all regular premium unitised with-
profit policies as this is more prudent than assuming all premiums continue.

2. For unitlinked business and other unitised with-profit business the reserves are
calculated twice, once assuming premiums continue and once assuming all policies are
immediately paid up. The reserves for each class code are compared and the higher
reserve taken.

(9) Derivative contracts are only held within the unit-linked funds. No account was taken of

derivalive contracts in the determination of the long-term liabilities.
Options and guarantees
5. (1) There are no guaranteed annuity options under any policies.

(2) The only unit linked investment performance guarantee is that the value of units invesled in
any of the Deposit funds are guaranteed not to fall. No additional provision is required as the
assets backing these funds will not fall in value.

There are no other guaranteed surrender or maturity unit-linked values.

(3) There are no guaranteed insurabllity options.

(4) Additional provision has been made of £1m for guaranteed minimum pension (GMP)
guarantees in respect of transfers from contracted out schemes,

Expense reserves

6. (1) The aggregate amount of expense loadings, grossed up for taxation where appropriate,
expected to arise during the 12 months from the ‘valuation date’ are as follows:

Explicit per policy expense loadings £6.6 million
Implicit allowances £0.1 million
Allowance for investment management £5.8 million
expenses

(i)



(2) Mon-linked, non-profit business has been valued using the net premium method of valuation.
The implicit allowance for expenses has been taken as the difference between the office
premium and the net premium calculated on the valuation basis. Where the nel premium on
the valuation basis is greater than the actual office premium, the premium valued is the office
premium. For classes of business where the difference between the office premium and the
net premium is considered insufficient to cover future expenses an additional reserve has
been established. Investment expense allowances are implicilly calculated by a margin in
the valuation interest rate.

(3) There is no significant difference between the allowance for maintenance expenses shown
above and those shown in Form 43.

(4) MNPI Limited has ceased to wrile new business, except for annuities arising from maturing
policies and annuity business and increment business reassured from National Provident Life
Limited. No new business expense overrun reserve is held due to the management services
agraemant in place with Pearl Group Services Limited.

{5) The company is largely closed to new business and the future volume of business will be
significanily less than that assumed when the expense charges were agreed with Pearl
Group Services Limited. There is a risk the unit costs will be higher than that expected and
this cost could be passed on to NPI Limited. An additional reserve of £5 million was set up to
cover these risks. Far business administered on ALIS, a 40% increase to expenses has
bean assumed.

Mismatching reserves

7.

(1) All liabilities and assets are denominated in sterling.
(3) Mo currency mismalch reserve is held.

(4) The most onerous scenario under PRU 4.2.16R for assets invested in the United Kingdom
and other assats that fall under this rule for the purposes of calculating the resilience capital
requirement is described below:

(i) afallin the market value of equities of at least 10% or, if greater, the lower of:

(a) a percentage fall in the market value of equities which would produce an earnings
yleld on the FTSE Actuaries All Share Index equal to 4/3rds of the long-term gilt
yleld; and

(b) afallin the markel value of equities of 25% less the equity market adjustment ratio;

This resulted in a fall of 10%.

(i) afall in real estate values of 20% less the real estate market adjustment ratio for an
appropriate real estate index;

This resulted in a fall of 20%.

(iir} a fall in yields on all fixed interest securities by a percentage point amount equal to 20%
of the lang-term gilt yield.

Thie resulted in a fall of 82 bps.

(S) All assels invested gutside the UK were fixed-interest securities denominated in sterling so
the United Kingdom fall in fixed interest yields was used as the nearest equivalent.

(6) (a) The amount of the resilience capital requirement is £5.1 million.

(b) Under the most onerous scenario the long term Insurance liabilities rose by
£52 Bmillion.
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(e}  Under this scenario, the value of assets allocated to match these liabilities increased in
value by £E47.7million from the amount of those assets shawn in Form 13,

(7) Mo further reserve is held as a result of the test on assets in PRU 7.2.34R(2).

Other special reserves

8.

Provision for CGT compensation to unit-linked life policyholders

At the point of demulualisation there were lax reserves held within the unit pricing for
unrealised gains in National Provident Institution. On 1 January 2000 the unit-linked
liabilities were reassured from Mational Provident Life Limited to NP| Limited and the
matching assets were transferred by way of a reassurance premium, For tax purposes this
transaction prevented NPI Limited from relieving taxable losses that subsequently arose on
linked assets against the spread capital gains liabilities left in National Provident Life Limited.
Without this reassurance arrangement it is likely that relief for the losses would have been
available. Hence it is potentially the case that policyholders have suffered delriment to their
benefits and so a provision has been established for the potential cost of compensation to
policyholders and any other affected parties. This provision has been reviewed and split
between NP Limited and National Provident Life Limited. The provision held by NPI Limited
is £11.7 million in the mathemalical reserves.

Compensation on the property unit fund

The property unit fund was invested in cash type assets rather than property assets for
approximately 18 months prior to closure of the fund. Hence policyholders potentially missed
out on growth in other investments that they may have chosen had they been informed of the
change. As aresult NP| Limited compensated the policyholders by injecting £4.3 million of
cash into the property unit funds. An accounting provision of £2.4 million is held for the
expected cost of compensating policyholders that have terminated their policies.

Provision for reasonably foreseeable adverse variation

This provision is in respect of “shared reversion” assets refinanced to a subsidiary of Abbey
National Group ple ("Abbey National”) where NPI Limited has undertaken to indemnify Abbey
National against losses arising from mortality or surrender experience which differs from the
basis used to determine the terms of the refinancing, and is also liable for the first 7% of any
losses arising as a result of sales proceeds underperforming the regional Halifax house price
indices. The best estimate mortality basis has changed since the refinancing commenced,
and so an accounting provision is first calculated using surrender and mertality assumplions
which are intended lo be slightly more prudent than the besl estimate assumplions. The
amount of this accounting provision is £25.5 million.

The provision is then recalculated using the regulatory valuation assumptions together with a
more prudent (higher) projection rate and higher assumed underperformance compared to
the Halifax regional price index. The difference between the recalculated provision and the
accounting provision described above is shown in Form 14 of the FSA returms as a provision
for reasonably foreseeable adverse variation. The amount of this additional provision i1s
£15.6 million,

Data integrity

A data integrity reserve of £12.2 million has been held in respect of uncertainties in the
reassurance cashflows betwaen NP| Limited and National Provident Life Limited.
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Reinsurance

9. (1) There were no reinsurance arrangements on a facuitative basis in force at any time during
the period of the report with any company not authorised to carry on insurance business in
the United Kingdom.

(2) The following treaties were Inforce at the valuation date:

(d) Reinsurer Pearl Assurance Pearl Assurance Pearl Assurance
plc plc plc
(e) Nature and extent Portfolio Bond 1 Portfolio Bond 2 Pensions unitised
policies are fully and Investment with-profit and
reassured on Bond policies are capilal account are
original terms fully reassured on fully reassured
except for market original terms. except for retention
value reductions on of the expenses of
switches from administration.
unitised with-profit
to unit-linked,
(fy Premiums Paid in Nil Ml £3,052
2005 (E'000)
(g) Deposit Back Nil Nil Nil
(h) Open or Closed Closed Closed Closed
(i} Undischarged Nil — this is original  Nil — this is original Expenses of
Obligations terms reinsurance  terms reinsurance  administration
(ii Reserves Ceded £6421 £340,533 £126,414
(£'000)
(k) Retention for new Mot applicable Mot applicable Mot applicable
business
{1} Pearl Assurance plc Is authorised to carry on insurance business in the UK.

{m) Pearl Assurance pic is a connected company of the insurer, both of which since
13 April 2005 have been members of Pearl Group Limited, having previously
been part of HHG plc.

{n) There are no material contingencies under any of these ireaties.

(o) There is no provision to refund any reinsurance commission.

{p) There were no financing arrangements in force at any time during the period of
the report.
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Reversionary (or annual) bonus

10. (1) The following table sets out the annual bonus rates for each class of business:

Bonus Series 31.12.2005 31.12.2005 31.12.2004 31.12.2005  Product
Basic Reversionary  Reversionary Total Code
mathematical bonus bonus guaranteed
reserve bonus
£000 % % %o
WPOOL, WP10L 18,304 1.00% 1.50% - 500
(Portfolio Bond 1b & 2)
WP11L, EWP1L Series 1 328,649 1.00% 1.50% - 500
{Investment Bond - unitised
with-profits and Socially
Responsible with-profits)
WPOSP, CAOSP, EWP1P 63,077 1.50% (1) 2.00% (1) - 525, 570
Series 2 3.25% (2) 3.25% (2)
(PPP (Series 2), Flexible PPP
FSAVC, FIP, FIP (nil bid-offer
spread version), PRA and
PTP)
WPOT7P, CAOTP, EWP1P 629 1.76% (1) 2.26% (1) 525, 570
Series 3 3.51% (2) 3.51% (2)
(FIP and Flexible PPP (AMC
only versions))
WPO6F, CADEP, EWP1P 1,541 2.37% (1) 2.88% (1) - 525
Series 4 4.14% (2) 4.14% (2)
(New Approach PPP, FSAVC
and EPF}
Funds 19, 20 and 35 (with 67,153 1.50% (1) 2.50% (1) - 535
underlying AMC of 1%) 3.25% (2) 3.25% (2)
(GMP, VGPP, GAVC and
TTP)
MNoles:

1.

Bonus rates suffixed with (1) applied to units invested in the unitised with-profit account (e.g.
WPO05F) and the socially responsible with-profit account (e.g. EWP1P) where applicable.

. Bonus rates suffixed by (2) applied to units invested in the unitised capital account (e.g.

CADSP).

. All bonus rates are the compound increases in unit price during the year.
. For GMP, VGPPP, GAVC, TTP & PTP unitised with-profit accounts and capital accounts with

other rates of underlying annual management charge (AMC), the bonus rate was determined
by the following formulae:

(1.025/0.92) " (1-a) -1 for unitised with-profit accounts
(1.0325/0.99) * (1 -3a) -1 for capilal accounts

where “a" was the level of AMC and the result was rounded to a percentage with two decimal
places,

The basic mathematical reserves in the above tables are the gross mathematical reserves
calculated in accordance with paragraph 4 and exclude the special reserves and capital
requirements detailed in paragraphs 5 to 8.
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Returns under the Accounts and Statements Rules

Certificate required by rule 9.34

NPI Limited

Global Business

Financial year ended 31st December 2005

We certify that: -

A (@)

(b)

(b}

(c)

(d)

| W Laughlin

the return has been properly prepared in accordance with the requirements in
IPRU(INS) and PRU: and

the directors are satisfied that:

(i) throughout the financial year in question, the insurer has complied in all
material respects with the requirements in 8YSC and PRIN as well as the
provisions of IPRU(INS) and PRU; and

(ii) it is reasonable to believe that the insurer has continued so to
comply subsequently, and will continue so to comply in future.

in the directars’ opinion, premiums for contracts entered into during the financial
year and the resulting income earned are sufficient, under reasonable actuarial
methods and assumptions, and taking into account the other financial resources of
the insurer that are available for the purpose, to enable the insurer to meet its
obligations in respect of those contracts and, in particular, to establish adequate
mathematical reserves;

the sum of the mathematical reserves and the deposits received from reinsurars as
shown in Form 14, conslilute proper provision at the end of the financial yesar in
question for the long-term insurance business liabilities (including all liabilities
arising from deposit back arrangemenits, but excluding other liabilities which had
fallen due before the end of the financial year) including any increase in those
liabilities arising from a distribution of surplus as a result of an actuarial Investigation
as at that date into the financial condition of the long-term insurance business,;

the with-profits fund has been managed in accordance with the Principles and
Practices of Financial Management, as established, maintained and recorded under
COB 6.10; and

the directors have, in preparing the return, taken and paid due regard to-

(i) advice in preparing the return from every actuary appointed by the insurer
to perform the actuarial function in accordance with SUP 4.3.13R; and

(i) advice from every actuary appointed by the insurer to perform the with-
profits actuary function in accordance with SUP 4.3.16R.

J S Moss W R Treen

Managing Director Director Director

Date: 31st March 2006
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Returns under the Accounts and Statements Rules

Independent auditors' report to the directors pursuant to rule 9.35
NPI Limited

Global business

Financial year ended 31st December 2005

We have examined the following documentis prepared by the insurer pursuant to the
Accounts and Statements Rules set out in Chapter 9 of the Interim Prudential Sourcebook for
Insurers and the Integrated Prudential Sourcebook (“the Rules") made by the Financial
Services Authority under section 138 of the Financial Services and Markets Act 2000.

= Forms 2, 3, 13 to 16, 40 to 45, 48, 49, 56, 58 and 60 (including the supplementary
notes) (“the Farms");

« the statement required by rule 9.28 ("the statement”); and
= the valuation report required by rule 9.31(a) ("the valuation report”).
We are nol required to examine and do not express an opinion on the following:
« Forms 46, 47, 50 to 55, 57, 59A and 59B (including the supplementary notes);
+ the statement required by rule 8.30; and

» the certificate signed in accordance with rule 9.34.

This report is made solely to the insurer's directors, in accordance with rule 9.35 of the
Accounts and Statements Rules. Our examination has been undertaken so thal we might
state to the insurer's directors those matters we are required by the Rules to state to them in
an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the insurer for our examination, for this
report, or for the opinions we have formed.

Respective responsibilities of the insurer and its auditors

The insurer is responsible for the preparation of an annual return (including the Forms, the
staterment and the valuation report) under the provisions of the Rules. Under rule 9.11 the
Forms, the statement and the valuation report are required to be prepared in the manner set
out in the Rules and to state fairly the information provided on the basis required by the
Rules. The methods and assumptions determined by the insurer and used to perform the
actuarial investigation as set out in the valuation report prepared in accordance with rule
9.31(a) are required to reflect appropriately the requirements of PRU 7.3.

It is our responsibility to form an independent opinion as to whether the Forms, the statement,
and the valuation report meet these requirements and to report our opinion to you. We also
report to you if, in our opinion, the insurer has not kept proper accounting records or if we
have not received all the information we require for our examination,

]



Basis of opinion

We conducted our work in accordance with Practice Note 20 "The audit of insurers in the
United Kingdom™ and Bulletin 2004/5 "Supplementary guidance for auditors of insurers in the
United Kingdom" issued by the Auditing Practices Board. Our work included examination, on
a test basis, of evidence relevant to the amounts and disclosures in the Forms, the statement
and the valuation reporl. The evidence included that previously obtained by us relating to the
audit of the financial statements of the insurer for the financial year on which we reported on
31st March 2006. It also included an assessment of the significant estimates and judgements
made by the company in the preparation of the Forms, the statement and the valuation report.

We planned and performed our work so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the Forms, the statements and the valuation report are free from
material misstatement, whether caused by fraud or other irregularity or error, and comply with
rule 9.11.

In accordance with rule 8.35(1A), to the extent thal any document, Form, statement, analysis
or repart to be examined under rule 9.35(1) contains amounts or information abstracted from
the actuarial investigation performed pursuant to rule 9.4, we have obtalned and paid due
regard to advice from a suitably qualified actuary who is indepandent of the insurer,

Opinion
In aur opinion:

() the Forms, the statement and the valuation report fairly state the information provided
on the basis required by the Rules and have been properly prepared in accordance
with the provisions of those Rules; and

{b) the methods and assumptions determined by the insurer and used to perform the
actuarial investigation as set out in the valuation report appropriately reflect the
requirements of PRU 7.3.

Ernst & Young LLP 1 More London Place
Registered Auditor London
SE1 2AF

Date: 31st March 2006
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