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Form 2
, Statement of solvency - long-term Insurance business
Name of insurer HATIONAL PROVIDENT LIFE LIMITED
. Glotal business
; Financial year ended 31 December 2007
¢ -
Solo solvency calculation Camnpasy Gu
2 reghstradion t:“u day mondh  yew Units
. Im l 3541947 1 GL 3 [ 12 | 2007 £000
- As af end of As atend of
f this financlal tha previcus
.-‘::- year year
n 1 2
Capltal resources
¥ L Gopital resources arsing within Tha long-lemm insurancs hund It 62069 124506
Capital resources allacaled fowasds leng-term nsuranca business ads|
oulsids the lang-larm insurance fund i 1z 1 226566 208097
P Caphal resoarces avaflable lo eover long-lem Insuranta business capita
B resourcas requirement [11+12) Lo 288655 332603
Guarantee fund
Guararmee fund requirssment 21 73565 79507
. Excess {defickency) of avaZabla capflal resources o cover guaranica
; ; fund requirement 22 215000 252686
is
Minimum capltal requirement (MCR}
{ -
} Lorg-tenm insurance capital requirement E 220696 9722
' Residlence capilal requiyemen 3z
E! : Basa capfal resouites requirement i3 2231 2139
b Individual mivimum capital requirsatent 4 220696 239722
§ Capital requi of requialed related undertakings 35
i
i Hiinkmaum cagial requirement, (34+35) 36 220696 239722
. Excass (defickency) of avainbie capital resources t cover 50% of MCR 37 116153 121850
i Excass {deficdency] of avaiabla capilal resources lo cover 75% of MCR 2} 59979 24702
Enhanced capilal requirement
E With-profits Insuranes cagial companent -]
Erhancad capilad requirement 40 220695 239122
E Capital resources requiremeni (CRR)
E Capital resources requirement (greales of 36 aed 40) A1 P 292
Excess {deficlency) of available capital resources k¢ civef Jong-lemm
Insurance business CRA [13-41) 42 67953 b2881
E Conlmgenl Dabllitfes
Cuanifiable contingent kablifes in respect of ong-lem nsurance
E business as shown in a supplementary nels lo Form 14 5
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Covering Sheet to Form 2
Naime of insucer NATIONAL PROVIDENT LIFE LIMITED
Global business

Financial yearended - 31 December 2007

gid

Date 20 March 2008

J & Moss

J R Cusins

J & B Smih

Form 2

Managing Director

Director
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Form 3
{Sheet 1)
Components ol capital resources
Namae of insurer NATIONAL PROVIDENT LIFE LIMITED
Global business
Financlal year ended 31 December 2007
Company [cF)
regiatration o day maenth year Units
umsbor L]
R3 3641947 GL N 12 I 2007 E0Q0
General Long-term Total a5 al Tolal as at
Insurance nswranca the end of the end of
R business business this finandial | the previous
year year
1 2 3 4
Coro tler one caphal
Permanent share capilal 1 10000 10000 10000
Profit and loss accourt and other reserves 12 244788 244785 226907
Share premium account 13
Posflive vahustion differences 14 3gtal 39181 75454
Fund for utura appropriations 15
Core tier one capial in refaled undedlskings 16
Core lier one capital (sum of 11 10 16) 19 293967 293967 316371
Tier one walvers
Unpakd share capital f unpakd initial funds and .
calls for supplementary contributions
Implici iterms 22
Tier ene waivers i retaled undertakings 2 .
Tolal ber ono waivers as resticted (21+22223) 24
Other Usr one capital
P | non-cumuiative preference shares as 25
restricied
Perpetual non-cumudative peelerence shares in 26
redaled underlakings
Innovalive tier ona capital as restricled 21
Innovalive ter one capital in related underlakings| 28
Total tier one capilal belore deductions
{19+24+25+26+27428) i 293067 307 asan
investments in own shares 32
Iintangible assels k] 58456 68465 73644
Amounts deducted from lechmical provisions for 34
discounting
Other negative vahation diferences a5
Deductions in related undertalings 36
Deductions from Lier one (32 lo 36} kF) 68466 GB4E6 73544
Tolal ter one capital after deductions {31-37) | 39 225501 225501 261727
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Form 3
{Shaet 2)
Componenis of capltal resources
Name of insurer NATIONAL PROVIDENT LIFE LIMITED
Global business
Financial year ended 31 December 2007
Companmy su
regtstraion L diy month year Usits
P cu
|RJ I 3641947 GL 31, 12 ' 2007 E000
General Long lerm Totad ag at Total as al
insurance insurance tha end of e end of
business business this finandal | the previous
year year
1 F 3 4
Tler two capital
kmpleit Hems, {Fer two waivers and amoumts 4
excluded fram ine 22)
Perpetual nort ive prek shares Az
excluded iram fna 25
Innavative tier one capital exciuded from Eng 27
Ther tway walvers, lnnovative Ber ona capial and
perpetual non-cumAative preference shares
treated as Ber bwo capital (41 to 43)
Pempetual ommutative preference shares
Perpetual subordinaled debl and securities 46 32765
Upper bier two capital in refated underlskings 47
Upper Uer bwo capital {44 ta 47) 49 02786
Foed lem preference shases 51
Other tier wo struments 52 65000 65000 55930
Lower tier wa capital In relaled undestakings 53
Lower tier two capital (§1+52453) 59 85000 65000 59930
'(I:;l:;;ler two capilal before restrictions 61 65000 65 92656
)
Excess tier two capital 62
Further excess Jower Ber Iwo copital 63
Tolal lier two capital afer resirctions, before
daduelions {61-62-63) % 63000 65000 9255
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Form 3
{Shaet 3}
e Components of capilal resources
Name of Insurer NATIONAL PROVIDENT LIFE LIMITED
. Global business
Finangdal year ended 31 Dacember 2007
g Company U
i nighiatien g diy mesth year Wty
i b (="
P IR3 I 3641947 GL 31| 12 [ 2007 £000
; General | Longderm | Toldasal | Tollasst
e insurance nsurance the end of the end of
trusiness brrsiness this firancial | the previous
& 1 2 E] 4
) Total capltal resources
. Positive adjusiments for reguialed non-nsurance n
i teiated undastakings
' Total capital resourcas hefore deductions
{19469471) 72 260501 225010 33423
1= Inadmissible assets other than inlangiides and
: own chares 73 1846 1848 1820
£ Assets kit exoess of market fisk and counlerpardy [
Emfls .
£ Deductions for refaled ancllary servces 75
i undertakings
Ri Deductions for requiated nan-nsuranca related 1%
undertakings
{ Diedhuctions of eligble surpius coptal el
-
Total capilal resources afler deduclions
P2T3T475-1877) 79 288655 280655 232603
}[ . Available caplal resources for GENPRUAHSPRU lests
[ 3] -
-~ Avziable capilal resources for guarzniee fund
requirement L] 252655 286855 392603
e Avaiahle capial rescutces for 30% MCR
E - requirement 82 225504 25501 241727
: Avallable capital resourcas Ror 75% MCR
requrement k] 225501 225501 274493
E Financkal enginecrivg adfustments
Imighci Rems 91
Fhnancial reinsurance - ceded 92
Financlal reinsurance - accepled 93
Cutstarnding contingent loans 54 134554 14554 183306
Any other charges on fiture prof2s 95 84018 54018 22452
S["g":“gé_m +9:+|55)Q #ring o3 96 168572 198572 271788
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Farm 13
{Sheet 1)
Analysls of admissible assels
Nama of Insurer NATIONAL PROVIDENT LIFE LIMITED
Global business
Financial year ended 31 December 2007
Calegory of assels Total other tham long term Insurance business assels
Coonpamy G Cragacy
raglyraien (L day won rew Baits o
Pk CHl dasta
I R13 l 3641947 I GL , n I 121 2007 l £000 1
As at end of Lhis Asatend of the
financlal year previous year
1 2
Land and bulldings | 1
Investments fn group updertakings and participating
Interests .
Shares 21
UK Insuranca dependants
Debts and loans 22
Other inswrance Shares 23
dependants Debts and loans 24
) Sha
. dep es 25
Debis and lcans. 26
Shares 27
Other undertakings
gop - Dedts and loans 28 13 arm
Participating inlerests Strares i 29
Debls and loans. 30

Other financlal investments
Equity shares 41 11832 9470

Other shares and other variabe yletd participations 42

Heldfirgs In collective nvestment schemes 43 83689 83925

Rights under derfvalive contracts 44

Fixed interes! securities Aproved 45 il 5
Other 46 3059 3064

Variable inlerest secuities Arpioved a7
Ofher 418 B1774

Paricipation In Investment pools 49

Loans secured by morigages 50

Loans b‘pub&: of local authorities and nabioralised nduslries or 51

underlakings

Loans sequred by policies of msuranca issued by the comparry 52

Other loans 53

Eﬁmamawﬂ One month or less withdrawal 54 H 35

| deposds Moxe than one monlhwithdrawal | 55

Other finandial mvestments 56

Deposits with cedlng undertakings 57

Assels hetd 1o malch Fked| _Index finked 58

atilites Properiy finked 59
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Form 13
{Sheet 2}
Analysls of admlssible assels
Name of insurer NATIONAL PROVIDENT LIFE LIMITED
Global business
Financial year ended 31 December 2007
Calegory of assels Total other than long term Insurance business assels
Compuny Lol iy Categaty
ngisintion Uiy day month year UnEx ol
furber CM aseety
R13 3641947 GL M| 12 | 2007 | £000 1
As alerd of this As at end of the
financlal year prevlous year
1 2
Reinsurers' shara of technlcal provislons
Provislon for uneamed premivms &0
Clawns oulstanding &1
Provision for unexpired risks 62
Other 63
Debtors and salvage
Policyholders il
Direcl i business
Intermediarias 72
Salvage and subrogation recoveries 73
Accepted 74
Relnsurance
Caded 75
Dependants due in 12 months or less 76
dug In mora than 12 months 7
due in 12 months orlass 78 1431
Other
due in mere than 12 months 79
Other assels
Tangibla assels 80
Deposits not subject to time restriction on withdrawal with
approved insGluions 81 4509 152
Cash in hand ¥
Oiher assels (particulars lo ba specified by way of 23
supplemeniary nole)
Accrued Inlerest and rent 84 8713 937
Deferred acquisition cosls (general business only) 85
Other prepayments and accrued income 86 456 400
Deductions from Lhe aggregale value of assels 87|
Grand lolal of admissibla assals after deduction of admissible
assels in excess of market risk and counlerparty fimits {11 1o 89 238601 222585

86 less 87)
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Form 13
{Sheat 3)
Analysis of admlssible assets
Name of Insurer NATIONAL PROVIDENT LIFE LIMITED
Global business
Financial year ended 31 Decemnber 2007
Calegory of assels Total other than long term Insurance business assets
. Company GLf Categary
regitration e day monm year Loty of
umbrer CH a_n_m
|R137 3841947 GL 3] 12| 2007| £000 1
As atend of this Asg atend of the
financlal year prevlous year
1 2
Reconcllfation to asset values determined In accordance
with the Instrrance accounts rules or Intematlonal
accounting standards as applicabla to the firm for the
purposa of its extemal financlal reporiing
Total admissiie assets after deduction of admissible assels
- In excess of market sk and counlerparty limits (as par Ene 89 a1 238501 272586
above)
Admissitle assets In excass of market and counterparly Emits 92
Inadmissible assels direclly hedd 93
Capital resources requiternent deduction of regutated related a4
underiakings
Insfigible surplus capital and restricted assels In regulated 5
related Insiranca undertakings
Inadmissibla assels of regutated relaled undartakings a6
Book vakue of refaled andllary senvices undesrtakings 97
Other diffarences In tha valuation of assets (other than for
assats nol valued above) % 25000 25000
Deferred acquisiion costs exchuded from line 89 99
Relnswers' share of technkcal provistons exduded from line 39 | 100
Other asset adjustments {may ba negative) 101 63200 60147
Total assals determined in accordance with ihe insurance
accounts rules or inlemational accounling slandards as .
applicable 1o the fimn for Lhe purpose of its external financial 02 d3teat 307109
reporting (91 lo 101}
Amovmits included in Eine B9 attributable o debis due from
related insurers, olher than those under conlracts of insurance 103 39713 713

or reinsurance




18032008, 18:13:24

Form 13
(Sheel 1)
' Analysks of admisslble assels
Name of insurer NATIONAL PROVIDENT LIFE LIMITED
) Globhal business
Financial year ended 31 December 2007
T
. Calegory of assels Total long term Insurance buslness assets
' Company e Caugory
nghinlla W diy moth yse [T of
- aomber (4] Lﬂl
& R13 Je4194r | GL I H I 12‘ ZOOTI E000 10
B ) Asalend of Lhls As atend of the
E financial year previous year
. 1 2
£ Land and buiklings |'n 170884 164506
Invesiments in group undertakings and participating
interests
: ’ UK i dependants Shaces 2
H msyrance
Debls and loans 22
Other insurance Shares 23
dopendants Débts and loans 24
Shares 25
N Non-in a dependants
L Debis and loans 26
i
¢ Shares 27
Other group undertaki
o . ngs Debls and foans 28
?
| Participating mterest Shares 29
: Debts and icans 30
1 Other flnanclal Investments
1y Equity shares 41 30810 39134
Other shares and olver variable yleld participaBons 42
E HoMings in cofectiva investment schemes . A3 436471 595164
13 Rights under desivalive conlracls 44 274756 184172
; 1914;
e Fired Interest s _ Approved A5 212531F 2191498
i Cther [T 1675334 2213045
Variable fterest 5 Approved 47 2130 2831
3 Other 48 83504 U714
i Participation In Investmen pools . 49
Loana secured by morigages 50 5¢ 45
. Loans Lo public or bocal authorifies and nationalised Indusiries or 51
undertakings
Loans secured by policies of inswance Issued by the company 52 654 T4
i Offter foans ) 53
Bank and approved oredit
& financial Gon Orte month o less withdrawal 4
deposits More than ona month withdrawal | 55 251713 40005
E Olfver finandial investments 56
Deposits with ceding undertakings 57
Assels held o maich finked|  Index fnked 58 arz o927
E liabiites Property Gnked 59 35 4213
‘ 7
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Form 13
{Sheet 2}
Analysls of admissible assets
Name of insurer NATIONAL PROVIDENT LIFE LIMITED
Global business
Financial year ended 31 December 2007
Calegory of assels Total long term insurance business assats
Gompary GL Catzgory
nghinton UKr diy manth yeur Wniey of
rumnher (27 ] asyits
- . R13 3641947 GL | 12 ] 2007 | £000 10
As at end of thig As atend of the
financial year previcus year
1 2
Relnsurers' share of technleal provisfons
. Provision for uneamed premiums 89
Claims outslanding 61
Provislon for unexpired risks 62
Other 63
Debtors and safvage
Policyhalders 1 1846 1820
Dlect insurance business ?
Intermadiaries 72
Salvage and subrogation recoveries 73
ted 6 1
nce Accepl 74
Ceded 75 3583 4537
ndants ' dus in 12 months or lass 76
due in more than 12 months 7
Other dva It 12 months or less 78 29769 38624
due in more than 12 months 79
Otlher assets
Tangible assets 20
Deposils nol subject ko Bme restriction on withdsawal with
a ed insBtutions 81 192615 156172
Cash in hand 82
Oiher assels [particutars lo ba specified by way of 83
supplementary note)
Accrued Inferest and rent 84 50962 76001
Dolerred acquisibon costs [general business only) 85
Other prepayrmenls and acerued income 86 26160 23933
| Deduclions irom Ihe aggregate valua of assels I 87 |
[ Grand ol ol admissible assels alter deduction of admissible
assels in excess of market risk and counterparty hmits (11 1o B9 5210241 5832649
BG fess B7)




fi

Fantaa]
A

15032008:18.15:24

of reinsurance

Form 13
{Sheet 3)
Analysls of admissible assets
Name of insurer NATIONAL PROVIDENT LIFE LIMITED
Global business
Financial year ended 31 December 2007
Calegory of assels Tatal long term Insurance business assels
Campany Gl Calegory
1eghirpion e day oot FEN Unita of
sumbr CE asnaty
R13 3641947 GL 31| 42| 2007| E0CO 10
As at end of this As atend of the
financlal year previous yaar
1 2
Reconclllation to asset values delermined In accordance
with the Insurance accounts rules or Intemational
- accountlng standards as applcable o the firm for the
purposa of its exlermal Ananckal reporiing
Totsl a2dmissible assels afler deduction of admissible assels
in excess of market risk and counterparty brits (as per ine 89 91 5210241 * 5832649
abaove)
Admissibla assets kn excess of market and counterparty mits 92
Inadmissibtie assals directly held 93 70312
Capilal resources requirernent deduction of reguialed related 94
undertakings
Ineligihle surplus capital and restricted assets in regutated 85
refated insurance underlakings
Inadmissitle assels of regulated retzled undertakings 96
Book vahue of related ancllary services undertakings 97
Gther diflerences in the valuation of assels (other than for
assels not valued above) 98 (25000) 26000}
Deferred acquisition costs exchuded from lina 89 99
Reinswers” share of lechnical provisions excluded irom ina 89 | 100 817718 300408
Other asset adfustments (may be negative) 101 ({T71028) (2375)
Tolal assetls detemined in accordanca with Iha nsurance
accounts rules or infemnational accaunting slandards as
applicable to tha finm for the purpose of its extemnal financial 102 43 9505662
reposting (91 ko 101)
Amourts induded in Bne 89 atuibutable to debls dua from .
relaled insurevs, other than thosa under conlracts of insurance | 103 a302 9565
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Form 14
Long term insurance business llabliities and margins
Name of insurer HATIONAL PROYIDENT LIFE LIMITED
Global busingss
Financial year ended 31 Decomber 2007
Tolal businessiSub fund Long Term Insurance Business
Units £000 Az aterd ol Asatend of
this Ananclal the previous
year year
1 2
Mathematical reserves, after distribulion of surphus 11 4819202 53536909
Gash bonuses which had nod been pakd ko policyholders prier 12
lo end of the Bnancial year
Balance of surplusiivahiation defict) 13 62069 90000
Long {erm insurance business fund camied forward (11 42 13) 14 4381361 76909
Gross 15 16665 TAT10
Claims outstanding -1 Refnsurers’ share 16
Net {15-16) 17 16665 17110
Provi Taxation 21 1200 4200
Other risks and charges 22 4476 5020
Depasits received from remsurers Fa
Dired! inswancs business "
Creditors Refnsurance accepted 32
Reinsuwrance ceded n
o loans Seawed 34
Unsecured 35 32764
Amgunts gwed (0 aedit instilutions 38 136612 123473
Crediiors Taxation 37 11120
Other kL] 165202 154674
Accruals and delerred mcome 39 4635 4632
Provision for "reasonably foresecalie adverss vanations” 41
Tolal olher nswrance and non-insurance kabiities (17 to 41) A9 328860 354000
Exeass of the value of nel admissible assels 3l 1740
Tolal Eabfities and margins 59 5210241 5832649
Amounts included in line 59 aliributable o Babibities Lo relaled campanies,
olher Than these under contracts of inswanca of reinsurance #1 11260 1383
mmdedmhe 59 altributablo ko iatiibes in respeet of property | ., 145 a1
Tolal Fabities {11+12+49) il 6148172 5740809
Increase I Fabiities - DAC related 72
Relnsuress' share of technical provisions 73 3617718 3100408
Olher adiustments Io iabilites (may be negaliva) 74 36353 54365
Capital and reserves and fund for futre apprapriafions 75 -
Total liabiities under insurance acoounts niles or internationat FC00UNtngG
standards as applicable to the firm for the purpose its exlernal fivancial 76 8302243 9505682

Teportng (71 to 75)
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Form 15
Llabilitles {other than long lerm Insurance business)
Name of insurer NATIONAL PROVIDENT LIFE LIMITED
Global business
Financial year ended 31 December 2007
Company suU
rgistabon wy 2ay month YA Unzy
b M
l R15 I 3641947 GL 3] 12 | 2007 E000
Asatend of As al snd of
this financlal tha previous
year year
1 2
Technleal provislons {gross ameunt)
Provisions for unezmed premims - "
Claims cutstanding 12
Provision tor unexpired fisks ’ 13
Ecqualtaton provick Credit business 14
Other than credit business 15
Other lechnical proviskans 6
Total gross technical provisions (11 to 16) 19
Provisions and creditors
Provisions Taxation ral
Other fisks and charges 22
Deposits recefved from reinsurers M
Direcl inswranca busingss L1
Creditors Reinsurance accepled 42
Relnsurance ceded 43
Debenture Seowed A4
laans Unsecured 45
Amocunts owed kg credR instiutions 46
Taxation 47
Creditors Foresesatia dividend 48
Other 49 an 6575
Accnaals and deferred incomo 51 2244 2844
Tolal {19 ko 51) 59 12015 9420
Pravision for "reasonably forgsecabla adversa variabons™ 61
Guradative préferance shara capital 62
Subordinated loan capial . 83 55000 65000
Total {59 ko 63} 69 Tro15 74420
‘ Amounts Wedlnhesﬂambiehllabﬂiﬁes_hrehledmers, P2 68544 65074
olher than those under contracts of insurance of reinsurance
Amounls deducled from lechnical provisions for discounting 82
Other 2dpustments (may be negative) 83 (6524)
Capital and reserves 84 254785 239807
Tolad liabiliies under msurance accounts rules or inlemabonal acoounting
e 307703

slandards as applicable to the firm for the purpose of s external financial | 85
reporting (69-82+83+84)

1
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Form 16
Profil and loss account {non-technical account)
Nama of insurer NATIONAL PROVIDENT LIFE LIMITED
Giobal business
Financial year ended 3{ December 2007
Coampany G
reglstratien UK day monh  year Units
rember CM
R16 3641947 GL M| 12| 2007 £000
This finandal Provious
year year
1 2
Transfer {lo}fiom the Fiom Fom 20 M
general Insurance busi
technlcal account Equalisation provisions. 12
Transler from the fong term insurance business 65000
revenue account 3 { )
Incorste 14 16998 11925
Value re-adjustments on
Investmenl income tavesiments 15 8637
Gains on tha realisation of 18
invesiments
Investment management :
charges, including Interesl 17 8155 3226
Valus re-adjustments on
Investmenl tharges investments 18 1397
!.oss on lha realisation of 19 1659 1095
invesiments
Alfocated investmenl retum ransfered 1o the general 20
Insuranca business technical account
Cther income and charges {particulars to be specitied 2
by way of supplemantary rote}
Profit or loss on ordinary aclivilies befors tax
(HH12413+14+15+16-17-18-18-20421) 29 12621 (56743)
Tax on profit of loss on ordinary activities H (600) (2494}
Profit o¢ loss on ordinary activities afler tax (29.31) 39 13421 {56299)
Extraordinary profil or boss (partitulars ko be specified Py
by way of supplementary note)
Tax on exiraordinary profit or loss 42
Oiher taxes not shown under the preceding items 43
ProfiLor foss for the finandial year (39+41-(42+443)) 49 13421 (56299)
Dividerds {paid or foreseeable) ]
Profit or loss relained for the financial year (49-51) 59 13421 {56299)
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Form 17
Analysls of dertralive contracls
Naire of insurer NATIONAL PROVIDENT LIFE LIMITED
Global businass
Fmancial year ended 31 December 2007
Category of assels Tolal olher than jong lerm Insurance business-assels
Compamy Gl Caegary
Fegistration ks dry month  year Units o
Pkt 1336ty
IR17 | 3641947 GL | M I 12 l 2007 £000 ‘ 1
A5 at the end of this financial year |  As attha end of Lhe previous year
Derivalive conlracts Assels Liabifities Assels Liatilities
1 2 k] 4
Fxed-interest secunties 11
Equity shares 12
Futwres )
contracls Land 13
Curendles 14 2153
Other 1]
Fixed-inlerest securitios 21
Equity shares 22
Opticns Land 23
Curencies 24
Other 25
Fixed-inleres| securities M
Equity shares 32
G
for Land 33
diferences
Curencles 34
Other 35
Mﬁslmenl'for vanation margin 41
Tolal {11 to 41) 49 2153
15
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Form 17
Analysls of derivative contracls
Name of insurer NATIONAL PROVIDENT LIFE LIMITED
Global business
Financial year ended 31 Decambar 2007
Calegory of assels Tolal long lerm Insurance business assets
Compamy GL Caiegery
registration L4 dzy monlh  year Units: ol
numb st CM 33685
'IR‘IT , 641947 GL ' 1} I12 | 2007 £000 10
As althe end of this firandial year | As al the end of the previous year
Derfvallve contracts Assels Liabilties Assels LEabilities
1 2 3 4
Fixed-interest securities 11 26 1424
Equity shares 12
Fetures La
conlracls 13
Currencles 14
Other 15
Fixed-inlerest securilies 21 101074
Equily shares 22
Ogplions Land 23
Currencies 24
Other 25
Fixed-interest securitles k1]
Equity shares 32
Conlracis
for Land 33
diflerences
Currencles 4
Other a5 173682 106895 184172 56027
Adjusiment for variation margin 41 {26} [1424)
Total {11 10 41) 49 274756 106895 184172 56027
16
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Form 18
With-profits Insurance capltal component for the fund
Name of insurer NATIONAL PROVIDENT LIFE LIMITED
With-profits fund Long Term Inswrance Business
Financial year ended 1 December 2007
Unils £000
As at end of As atend of
this financial year | the previous year
1 2
Regulalory axcess capital
L.ong-lenn admissite assels of the fund 1 5210240 5832649
Impiicit lems aBocaled ko the fund 12
Malhemalical reserves bn respact of the fund's
nan-profil nsurance contracl 13 188158 210156
Long-ferm admissible assels of lhe fund
Reguiatory value | oavering the LTICR of the fur's nort-profil 14
of assats Insurance coniracls
Long-lerm admissibla assels of the fund
covering tha RCR of the fund’s non-profit 15
Insurance contraets
Total (11+12-(13+14+15)} 1% 5012082 5622493
Mathematical reserves (after distrbution of
surphus) in respect of the fnd's with-peofits 21 4621134 5176752
Regulatory value Insurance contracls
of labiities Reguiatory current Risbiilies of the fund 22 328880 354000
Tolal (24+22) 29 4350014 5530752
Long-term insurance capital requirement in respect of the fund's 66459
with-profits insurance cenlracls A 1 183863
Resifienica tapiial requirement in respec of the iund’s 2
with-profits insurance contracts 3
Sum of regutalory value of iabfities, LTICR and RCR
(29131432) 3 5116473 5716615
Regulatory excess capilal (19-39) 49 {104291) {84122}
Reallstic excess capllal .
| Reskstic excass capial | s {42785) 7340 |
Excess assets allocaled to with-profits Insurance business
Excess (deficiency) of assels aliocaled lo with-profils insurance
business in fund (43-51) 61 (61606) (102062)
Face amount of capilal Instruments atiribuled ko the fund and 55000
nchxded in capital resourees {unslressed) 62 65000
Reafistic amount of capital instrumsants attritasted lo the fund and
included in capilal resources {slressed) 63 81369 221
Present value of kure shareholder ransfers arsing 64
from distribadion of surphes
Presend value of other fulure inlemal lransfers not &5
already laken into account
With-profits inswance eapilal component Tor fund {if 62 excesds
63, greater of 61462-63-64-65 and zero, else greater of 61-64-65 and B6
zera}
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Realistic balanca sheet
Name of inswrer  NATIONAL PROVIDENT LIFE LIMITED
With-profils fund  Long Term Insurance Business
Financial year ende 31 December 2007

Units £000

Realistic value of assels avallabla to the fund

Form 1%
(Sheet 1)

Asatend of
this finanzial year
1

As alend of
the previous year
1

Regutatory vaka of assels 14 5012082 5622493
Impiicit Hems allocated to the fund 12
Valse of shares in subsidiaries held in fund (regutatory) 13
Excess admissitle assels 2
Fr_&semvaheofMumpmﬁts(orlossu)mmn-proﬁtinsuranoemntrads 2 100934 112813
writlen In the fund .
Vake of desivatives and quasi-Gerivalives not already reflecled In fines
11022
Valog of shares in subsidiaries held in fund (realistic) 24
Prepayments made from lha fmd 25
Realistic vakue of assels of fimd {11421 +22+23+24+25-(12+13)) 28 5113016 5735306
Suppor amangement assels 27
Assels avaflabla lo the knd {26+427) 29 #1316 5735306
Raalistic value of Habliitres of fund
Wilh-profits benefit reserva k1 3505713 4115768
Part miscelaneous surphus atiribuled o with-profits 33
benefils reserve '
Parl miscellaneots deficit altribuied to with-profits 13
benelits resesve
Planmed enhancements o wilh-profils benefils 14
reserve
Planned deductions for Ihe costs of guarantees, oplions 22083 6863
and smoothing frem with-profits benafils reserve 33 1
Planned deduciions for other cosls deemed chargeatle i
1o wilh-profits benefils resarva 38 205002 354153
Future poicy m‘&m"f‘“‘ setual guarantees (olher than 4 1156230 1133412
relaled Eabilites
Future cosls of non-contractual commitments 42 3062 3620
Fulwe cosis of fnancial optlons 41 9275 9854
Fulura costs of smoothing {possibly negalive) 44
Financing cosls 45 335718 422118
Any olher iabaities relaled to regulatory duty Io treat 45
customers falily
Other lerg-lerm Insurance Babibiies 47 24128 37188
Total (32+34+41+42+43+44+25+46+47-(33135+36}) 49 1212426 1234684
Realistic current babilities of the fund 51 324905 317241
Reaéislic vatue of fiabilities of fund {31449451) 59 5043044 5667691
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Reallstic balance sheel

Name of inswrer  NATIOMAL PROVIDENT LIFE LIMITED
Wilh-profils imd  Long Term Inswrance Business
Financial year ende 31 December 2007

Units E000

Reallstle excoss capMal and additional ¢apilal available

Form 19
{Sheet 2}

As atend of
this financlal year
1

As at end of
tha previous year
2

Valuo of relevant assets before appiying the most adverse scenario

cther than the prasent vatua of futuse profits adsing ko business 62 5165301 5727366
outside w_iﬂ'l-pmﬁls funds

Amount of present value of future profits (or losses) on long-lerm

insurance contracts witten culside the fund kciuded In the value 63

of redevant assels before applying most adversa scenario

z.éazl:me:;))freleﬁnl assels before applying the most adverse scenacio Iy 5165801 5727386
Risk capital margin for fund (62-59) g5 112757 53675
Reafisic excess capial for fund (26-{59+65)} 1 {42785) 7940
Realistic excess avadable capital for fund {29-{59+65)) 67 {42735} 7940
Working capital for fund {29-59) 68 69972 67615
Working capital ratfo for fund {58/29} 69 137 115
Olher assets polentially available if required to cover the fund's Hisk capltal marjin

Additonal amount polentially avalabla for lnctusion in ne 62 81 64563 102248
Additfonal ameunt potentialy available for Inclusion In fine 63 a2

19
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Form 40
Long-lerm | e busl 7 Revenua L
Name of Insurer MATIONAL PROVIDENT LIFE LIMITED
Total business # subfund Long Term Insurance Business
Finandal year ended 31 Decamber 2007
Units £000
Financlal year Previous year
1 F4
Income .
Eamed premiams 11 26320 51861
Investment incoma receivable before deducBan of kax 2 256685 276938
m;rmtm the valkue of non-inked assats 13 (196512} (205842)
Increase (decrezse) in the value of fnked assals 14 (591) 274
| Omherincome 5] 16711 16969
Tolal income 19 102619 140202
Expanditure
Claims incwered il : 647006 666086
Expenses payable n 35600 44760
Interest payable belora the deduction of tax 21 24494 26330
Taxaton 24 (6933) 2600
Other expenditure 25
Transfer to {frem) non lechnical account 5 {65000}
Tolal expenditure 29 698167 674776
Busingss transfers - In T3
Buslness banslers - ot 3z
Increase (decrease) in fund in fnarcial year (19-20+31-32) { 39 {595548) (534574)
Fund brought forward : 49 5476509 6011483
Fund carmied locward {39+49) ."|9 4881361 8476909
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Form 41
1 Long-erm Insurance business : Anatysts of pr
blamme of knsurer NATIOHAL PROVIDENT LIFE LIMTED
! Tota! business  subfund Long Term Insuranca Buslness
: Financial year ended 31 December 2007
Units [du]
P
i.
UK Life UK Pension Overseas Tolal Financial | Total Previous
gk' year year
L 1 2 3 4 5
Ei
= Gross
% Requiar premiums 11 07 50300 53307 81374
Single premiums 12 436 123672 24108 133714
Relnsurancs - external
H Regular premiums 13 M ETY
Single premunms. 14
g b
{
[
Relnswurance - inlra-group
f" Regular premiums 15 1 19141 18252 23678
v Singe premiums 16 s 132367 13280 121549
%
) Het of reinsuranca
ks Regular presmivms 17 2382 32659 35021 39696
E’" Single premiams 18 {8695} (8695) 12165
i Total
s Gross 1% 2043 174472 177415 197088
E Reinsurance 20 5af 1505068 151089 145227
E Nel 21 2352 23064 26326 51881
i
4
i
11
21
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Long-term Insurance business : Analysls of clalms

Form 42

MName of insurer MNATICNAL PROVIDENT LIFE LIMITED

Total buskness / subfund Long Term Insurance Business

Finanzial year ended 31 Decamber 2007

Unrils £000

UK Life UK Penslon Overseas Total ;l::nclal Total ;:_vlnus
1 2 3 4 5
Gross
Death or diszbifity ump sums | 11 13672 19441 33113 8009
Disabify periodic paymenls 12
Swrender or partial surrender [ 43 101568 571481 673049 713650
Annufty payments 14 2869 118540 121409 121575
Lumnp sums on malurity 15 16892 212687 229579 235572
Total 16 135001 922149 1057150 1108312
Reinsurance - external
Death or disabiity bmmp sums | 21
Disabfity paricdic payments | 22
Surtender or partial surrender | 23
Annuity payments 24
Lump sums on matuity 25
Tolal 26
Refnsurancs - Intra-group
Death or disability lump sums | 31 6041 8041 9619
Disablity pericdic paymenis | 32 '
Surrenxder or partial surrender | 33 31 24512¢% 250470 287424
Annuity payments k=) 20 118540 118741 119430
Lump sums on matusity 35 312 32580 32892 26256
Tatal 36 5854 404290 410144 442726
Net of rednsurance
Death or disabifity lump sums | 43 13672 11400 25072 28390
Disability periodic payments | 42
Surrender or partial swrender | 43 96227 326352 422579 426235
Annuity payments 44 2668 2668 2145
LLrmp sums on maturity 45 16580 180107 196607 209316
Total 46 126147 517859 B47005 666088
22
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Form 43

Long-term insuranca business : Analysls of expenses

Name of insurer NATIONAL PROVIDENT LIFE LIMITED

Tolal business J subfund Long Term Insurance Business

Financizl year ended 31 December 2007
Units EQO0
UK Life UK Penslon Overseas Total Flnanclal | Tolal Previous
year. year
1 2 3 4 5
Gross
Commission - acquisition 11
Comsmission - olher 12 241 965 1207 1849
Management - acquisiion | 13
ki Management - maitenance | 14 6865 21528 34393 42911
Management - olher 15
! Total 16 7106 28484 35600 44760
! Relnsurance - external
f Commission + acquisition 21
1 Commission - other 22
I Management - acquisition 23
; : Management - maintenance | 24
. Managemend - olber 25
E. Total 26
- Reinsurance - Intra-group
i Commission - acquisition | 31
Commission - other 32
g Managemen - acquisition 3
Management - mainfenance | 24
E Management - other 15
Tolal k]
E Netof relnsﬁmncn
) Commission - acquisition | 41
E Cammmission - other 42 211 966 1207 1849
Management - acgulsition 43
E Manzagemnenl - maintenanca | 44 6365 21526 34323 42911
3 Management - other 45
" Tolal 46 7108 28404 35600 44760
t./.
23
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Long-term Insurance business : Linked funds balance sheet

Name ol insurer _ NATIONAL PROVIDENT LIFE LIMITED

Total business
Financial year ended 31 December 2007

Units £000

Form 44

Financlal year
]

Pravious year
2

Internal linked funds (excluding ¢ross Investment)

Directly held assels (excluding eollective investment 11
schemas}

Directly held assets in collective investment schemes of|

connecled companles 2

Directty held assels in olher collective Investment

schemes 1

Tolal assets (excluding cross Investment} {11412+ 14
13

Provision for tax on unreased capital galns 15
Setured and unsecured foans 16
Olher fiabifitlas 17
Total nat assels {14-15-16.17) 18

Directly held ilnked assets

|| valuo of directly hetd Briced assets [21] 3345 4213 |
Total
. -

xa;:;ﬁ’ direcily heid linked assels and unils heid 2 9345 4213
Surplus unils 32

Deficit unils a3

Hel unlt Habllity {31-32+33} M 3345 4213

24
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Form 46
Long-term Ir busi B y of new buslness
Name of inswer HNATIONAL PROVIDENT LIFE LIMITED
Tolal business
Finandcal yaar ended 34 December 2007
Units £000
UK Life UK Penslon Querseas Tolal;::"da' Tota];':rﬂws
1 2 3 4 5
Mumber of new policyholderss
scheme members lor direct
Insurance business
Reguiar premium business 1" *H H
Single premiem business 12 11 8560 8571 6765
Total 13 1 6594 6605 6765
Amounl of new regular
premiums
Direct inswance business 21 28 28 729
Extemnal reinsurance 22
Inbra-group reinstance 23
Tolal 24 28 28 729
Amaunt of new single
premiums
Drrect insurance busktess 25 435 123672 124108 133114
Exiernal reinsurance 26
Inlra-group reinsuranca 27
Tolal 28 . 436 123672 124108 133714
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Form 48
Long-term Insurance business : Assels not held to mateh linked Habiiitles
Name of msurer HATMICHAL PROVIDENT LIFE LIMITED
Calegory of assels Total leng term Insurance business assels
Financdl year ended 31 December 2007
Unrits. £000
Unadjusted Economic }nslmf:tl::m ield befoze ::::"; ?:
assels sxposure assels n adfusiment finanelal year
_ column 2
1 2 3 4 E
Assels backing non-profil llabilitles
and mon-profil capital requirements
Land and teiddings 11 4954 15485 730
Appraved fixed nterest securities 12 84219 87574 4132
Oiher freed interest securiies 13 69139 87512 3391
Variable mlerest secwrities 14 3009 650 36
Ui fisded equily shares 15
Nor+UK Esled equity shares 16
Uniisled equity shares 17 818
Qlher assels 18 31857 2765 12
Total . 19 183949 193996 4s01
Assels backing with-profits liabflitles
and with-profils eapital requirements
Land and buidings 21 165930 488115 17315 355 {7.10)
Appraved fixed inleres! seanities 22 2065213 2147485 101781 4,61 1.03
Other fixed inferest securites ] 1641174 2075520 92263 575 {1.23)
Variable nterest searilies 24 80105 15409 857 840 {10.31}
UK listed equily shares 25 575 T {8.00)
Non-UK Gsted equily shares ‘ 26 5 54 (1.68)
Unfisted equity shares 27 20424 3669 55.76
Other assats 23 19615 274664 7433 289 16.14
Total 29 5012087 S012087 2m79 4.8 012
Overall relum on with-profits assels
Post invesiment cosls but pre-tax M PR 0z]
Retum aocaled o non Laxable ‘assel shares’ | 32 X 5 i ©.41)
Retum alocated to bxabis msset shares | 33 [HgeBaeigld {o.41)

28
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Form 49
Long-term Insuranca business : Fixed and variable inlerest assels
HName of insurer NATIONAL PROVIDENT UFE LIMITED
Calegory of assels Total lonyg lerm Insurance business assets
Finandal year ended 3 Dacember 2007 ’
Units EQO0
" Value of assets Mean term wf.ld I.:efor? ﬂ?ldiﬂer,
/)
~ 1 2 3
UK Government approved fixed
Interest securilles " 1274306 13.51 445 445
Other approved fixed Inferest 7 950753 1407 45 478
sacuritles
Other fixed Inlerest securities
AdAfAaa 3 | 697293 1377 537 522
AATAa 3z 805253 1295 5.50 5.63
AA 3 643702 14 811 540
BB&/Baa a4 26782 1039 574 4.89
BB/Ba 5
as 3%
CCClCaa 37
Other (includng unraled) 38
Total other fixed Interest 2 2185030 1273 575 542
securitles
Approved varlable Intarest
socurlies 41 2192- S.18 1.62 1.62
Other variable Interest securities 51 13867 10.19 668 5.00
Total (11*21;39+41+51) 1] 4414148 1323 5.17 5.00
29
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Long-lerm Mnsurance buslness : Summary of mathematical reserves

HName ol insurer

Tetal business f sublund

NATIONAL PROVIDENT LIFE LIMITED

Long Term Insurance Busingss

Form 50

Fimancial year ended 3 December 2007
Unils £000
UK Lifs Ul_( Penslon Overseas To(al:eI::nclal To!al;n:rvinus
1 2 3 4 5

Gross
Form 51 - with-profits kb 72045 2006411 2078477 2329244
Formn 51 - nort-profit 12 IHMT6 1500791 1534267 1497389
Fomn 52 13 402020 2169665 2570685 2886555
Form 53 - finked 14 119032 2051888 2170920 2233461
Form 53 - noninked 15 549 44134 44743 50932
Férm 54 - linked 16 159 31555 32314 33493
Form 54 « non-linked 17 49 1812 1851 1825
Total 18 627931 7805336 8433267 9092808
Relnsurance - external
Fom 51 - with-profils 21
Form 51 - non-profil ] 12 2 14 354
Form 52 2
Farm 53 - finked 24
Form 53 - non-linked 25
Form 54 - linked 26
Form 54 - nonHinked ar
Tolal 28 12 2 4 34
Relnsurance - intra-group
Form 51 - wilh-prodits 1]
Form 51 - nan-prefil krd Ha 1383838 1384156 1342149
Form 52 33 31399 31399 42044
Form 53 - linked 34 115687 2051888 21675715 2279248
Form 53 - non-finked 35 1 1459 1480 1500
Form 54 - inked 36 31502 1502 32571
Form 54 - non-inked k) 1245 1245 1129
Total 38 147405 3469932 617337 3699540
Net of relnsurance
Form §1 - with-profils 41 72048 2006431 2008477 2329244
Form 51 - non-profit 42 3N45 116951 150097 154886
Form 52 43 70621 2168665 2539288 2843612
Fomn 53 - linked 44 3345 35 4213
Form 53 - nominked 45 548 42735 43283 49433
Form 54 - [inked 46 759 53 812 az7
Form 54 - non-linked 47 49 567 616 598
Total 48 480514 4335402 4815916 5383012
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15032003:16.19.24

Form 56
Long-letm Insurance business : Index linked business
Hama of Insurer MATIONAL PROVIGENT LIFE LIMITED
Tolal business
Finandal year ended 31 Decamber 2007
Unils £000
Yalue of assels or | Gross derivativa
f
Ty!:le of assels and llabllides Hame of Index fink. labilias vaiua
1 2 3
UX Treasury 25% Index-Linked 2008/11 f21=]] 408
UK Treasury 2.5% Index-Linked 260816 RP} 406
Tolal assels 812 55 = ~{ﬁ-av!

Total Babillites

Hel total assets
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19032008 15:19:24

Foim 57
Long-lerm Insuraince business: analysis of valvatlon interest rate
Name of insurer NATIONAL PROVIDENT LIFE LIMITED
Total business Long Term Insurance Business
Financhal year ended 31 Dacember 2007
Unils £000
Prochuct group Metmathematlcsl | Met vahsath Gross vahiath R":‘:‘?::"’d
reserves Interest rale Interestrate malching assets
1 2 3 4 5
UK Life Whh Profl 3743 363 4.60 483
UK L ifa Moo Profit 44z 369 4.60 463
LiK Penslon With Profi 150127 460 460 463
UK Pensicn Han Profit 4158249 460 4.60 4.63
Misc 20095 1.10
Tolal 4815135

49




19032008:18:38:24

Long-term insurance bustness : Distribution of surplus

Name of insurer
Tolal busingss / subfund
Financtal year ended

HATIONAL PROVIDENT LIFE LIMITED
10 Long Term Insurance Business

31 December 2007

Form 58

Units ’ E0GD
Flnancial year Prevlous year
1 2
Valuation result )
Fund camled lorward 11 4881351 5476908
Bonus payments in anticipation of a surplus 12 7972 5505
Transfer to non-technical account 1
Transfer lo olher funds / parts of funds 14
Sublotal (11 1o 14) i5 4889323 5482414
Mathematical reserves 21 4816916 5383012
Surplus induding contingenty and olher reserves held
lowards lhe capilal requirements (deficiency) (15-21) 29 Tz g8402
Composilien of suiplus
Balanca brought forward i) 90000 25000
Trensfer from non-echnical acceimt 32 85006
Transier {rom other funds / paits of fund 33
Surplus arising since the las! valimtion Rt {16583) 9402
Tatal 39 3417 99402
Distribution of surplus
Bonus paid in anlicipation of a surplus 41 7972 5505
Cash bonusas 42
Reversionary bonusas 43 3376 3897
Other bonuses 44
Premium reductions 45
Tolal aBocaled o poficyholders (41 ko 45) 45 11348 9402
Net transfer out of fund / part of fund a7
Total distribesied suplus (46+47) 48 11348 9402
Surplug carried forward 49 62069 S0000
Tatal {48+49) 59 73417 99402
Percentage of distributed surplus allocated to policyholders
Current year 61 100,00 100.00
Current year - 1 62 100.00 100.00
Cument year - 2 83 160.00 100.00
Current year- 3 64 100.00 100.00
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19032008 12.12.24

Form 60
Long-term Insurance capilal requirement
Name of Insures NATIONAL PROVIDENT LIFE LIMITED
Global business
Financial year ended 31 Decembar 2007
Unils £000
LTICR Gross et Relnsurance LTICR LTICR
faclor reseives/ reserves I faclor Flnanclal Pravious
capital at capital at year year
sk risk
1 2 3 4 5 [
Insurance death risk capilal component
Life prolecfon rensurance. 11 0.0%
Classen ! fother}, Nard X~ | 12| 0.1%
Classes | (other), and IX 13 ] 0.15% 098
Classes | fother), Nand IX 14] 03% 1032983 1016452 3049 3199
Classes 11, VIl and VAl 15 | 03% 27007 24277 0.90 T3 &9
Total 16 1059950 1040729 3122 azea
lnsurance health risk and s proteclion relnsurance capial component
Chass IV supplementary
dasses 1 and 2 and He A 4 4
prolection remsEance
k P risk capital p t
Life prokection and permanent | 4, %, S =
health reinsuranca: i ;
Ciasges | (clher), lland X 32 1% 6219939 4771266 0.85 52669 57384
Ciasses lil, Vil and ¥l
6 rish) 3 1% 97973 43282 085 833 £67
Ctasses HI, Vil and Vil
s fixed 5 y1s +)
Classes I, Vil and VI
' 9
| fother) 2706 a4
Ciass [V {other} 14 22
Class V
Class V!
Tolal L8422 6619
Insurance markel risk capital component
Life prolecton and permanent £ %
health remsurance
Classes | (othar), [l and IX 42 3% 6213939 154608 172142
Classes I, Vo o VI al o7973 43282 0ss 2438 %04
Classeas 1, Vil apd Wil
5 ed 5 yrs +} ol G
Classes 11, VAl apd AL
{niher} 45 o% 2117689 3345
Class IV (olher) 46 3% 1409 1399 049 42 &7
Cass vV 41 0%
Class VT 48 ¥4
Tolal 45 : 8437010 4819292 | 2 161148 174810
220696 23st

Loty lerm Insurance capital
requirement




Returns under the Accounts and Statements Rules
Supplementary Notes

National Provident Life Limfted

Global Buslness

Finanelal year ended 31 December 2007

Appendix 9.1

*0201* Medification to the provislons of tha Accounls and Statements Rules

The Financiat Services Authority, on the applicalion of the firn, made a direction under
seclion 148 of the Financial Services and Markets Act 2000 in June 2007. The effect of the
direction Is lo modify the provisions of INSPRU 3.1.35R and IPRU {INS) Appendix 9.3 so lhat
amore appropriate rale of interest may be used for its assels taken in combination.

The Financial Services Authority, on the application of the firm, made a direction in January
2007, effective from 31 December 2008, under seclion 148 of the Act. The effect of this
direction is to modify INSPRU 2.1.22(3) to enable tha fim lo apply a buslness amount of 2%
to Investments in Henderson Central London Offica Fund, in aggregate. £72 milion in line 43
of Form 13 relates to the frm's inveslment In those assels.

*0301* Reconclillation of admissible assets to capital resources after deductions.

2007 2008

£000 F'000
Form 13 Line 89 (Other than long lerm business) 238,601 222,586
Form 13 Line 89 {Long term business) 5,210,240 5,832,649
Less Form 14 Lines 11, 12 and 49 (5.148,172) {5,740,909)
Less Form 15 Line 69 {77.015) {74,420}
Nel admissible assets 223,654 239,906
Subordinated debl 65,000 59,930
Contingent loan - 32,766
Rounding difference 1 1
Tolal capital rasources after deductions 288,655 232,603

*0308* Qutstanding contingent loans

At the financial year ended 31 December 2007, (he tolal amourd of conlingent lean drawn
down is £671,679,000. As al the end of the financial year lhe stalutory valuation of the loan
was £134,5%,000, the amount included in Form 14 Iine 35 was nil, The difference of
£134,554,000 is reported in Form 3 line 94 which represents a potentlal charge against future
profis not recognised in Form 14.




£ Returns under the Accounts and Statements Rules
Supplementary Notes
NaHonal Pravident Life Limited

Glohal Business

7
2

Financlal year ended 31 December 2007

Appendix 9.1 (conlinued)

*0309* Any other charges on future profits

In April 1998 the insurer anlered inlo a securilised loan agreement which raised £260 million
(€140 million of 7.39169% Class A1 Limiled Reccursa Bonds due 2012 and £120 milion of
7.5873% due 2022). The block of buskess securitised conslsts of portfalio of unit linked,
unilised with profit and capital account poficles. Under the securilised loan agreement

F interest and principal payments are made out of surplus emerging (as defined in the
£ P
B agreement).
i As at the end of the financial year, the undischarged liability Is £186,658,000 {£260,000,000
H less £71,235,000 capital repayment). Of his amount £64,018,000 ks reported in Form 3 Line
85, which represents a potential charge against futuse profits not recognised In Form 14.
% ’ Furiher delalls are disclosed In paragraph 8 of the “Abstract of valualion report” and Note 21
L of the Report and Accounts,
f
li *0310* Net valuation differences In Form 3
- 2007 2006
i{ £'000 £000
- Securilised loan valuation difference 64,018 88,482
P Contlingent loan valuation difference 134,553 183,306
. Liability valuation differenca (161.169) {197,314)
& Difference in provislon for investment contracls 1,779 990
Net valualion difference 39,181 75,464
*0313* Reconciliation of Profit and loss and other reserves fn Form 3
£600
Form 3 line 12 at 1 January 2007 229,907
Form 16 line 59 13,421
Relum on 'Earmarked Assel' (see below) 1,458
Form 3 line 12 al 31 December 2007 244,786

The refumn on the ‘Earmarked Asset’ refers to £26m of regulatory support received by the long
term fund from Lhe other than long lerm fund.

55
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Returns under the Accounts and Statemants Rules
Supplementary Notes

National Provident Llie Limited

Global Business

Flnancial year ended 31 December 2447

Appandix 9.1 (continued)

“1305% :
*1319* Counterparty limits

{a) The fnveskment guidelines operated by the Company limit exposure lo any one counterpaity
by estabilshing limits for each type. These limils are set by reference to the individual and
aggregated limils set out in the Market and Counterparty limits in Chapler 21 of the
Prudenlial Sourcebook for lnsurers. )

b) The maximtim permitted exposura to a counterparly other than an approved counterparty
during Lhe year was 5% of the business amount, calculated in 2ccordance wilh Chapler 2.1 of
tha Prudential Sourcebook for lnsurers. The exceplions lo this are for strategic investment
opporlunilies where, in order to achieve a larget asset mix or diversification, excess
exposures may be permilled for a short duration. Where hese excass exposures persist for
the leng term, modifications may be soughl.

(53] There wete: no breaches of thesa lifmils during the financial year.

*1301*
*1308" Unlisted and Lisfed Investments

ncluded within Form 13 are the following amounls:

2007 2006
£000 E'000
Unlisted Investments valued In accordanca with the ndes in 3,700 3,300
GENPRU 1.3
Lisled Invesiments valued in accordance wilh the nies in GENPRU 100 100

1.3 and which are not readily realisable.
Collective Investment Schemes, as specified in Instruction 5 to 228,174 312,902
Form 13 .

Total 231,974 316,302

Tha above amounts in respect of unlisled investments and listed invesiments thal are not
readily realisable, fall within any of lines 41, 42, 46 or 48 of Eorm 13 Tolal long term business
insurance assels, Unils or other beneficial itlerest in collective investment schemes, as
specified in Instruction 5 to Form 13, are reported within Form 13 line 43 alongside other
colleclive investmend schemes.
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Returns under the Accounts and Stalements Rules
Supplementary Notas

Natlonal Provident Lite Limited

Global Business

Financlal year ended 31 December 2007

Appendix 2.1 {continued)

Intluded within Collective Investment Schemes are the following assols:

2007 2006

£'000 £'000
Henderson Retal Warehouse Fund 27,392 40,689
Henderson Cenlral London Office Fund 72,473 89,778
Henderson Shopping Genlre Fund 23,197 42,822
Henderson Shop Unit Fund 27,074 28,408
Herderson CASPAR Fund 47,758 60,002
Industrial Property invesiment Fund 25,282 50,303
Tolal 228,174 312,902

*1309* Hybrid Securities

In¢hudled wilhin fine 46 and line 48 of Form 13 Tolal long termn insurance busness assels are

hybrid securities of £nll (2006: £261.8m).
*1318* Other assef adjustmonts

Included within line 101 of Form 13, for 2007, are tha following amotnls:

Long lerm Qther than

long term

. £000 £000

Subordinated loan (65,000) 65,000
Reclassification of tax credilor 3,472 -
Relurn on ‘Earmarked Assel’ (see below) {3,200) 3,200
Net relom on subordinated loan (6,300) -
{71,028) 68,200
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Appendix 9.1 {continued)

Included within fine 101 of Foim 13, for 2006, are the following amounts:

Long ferm Other than
fong term
£'000 £'000

Present value of future profils on non-participating business
wriften in the with profits fund ' 73,644 -
Subordinaled loan (65,000) 65,000
Qulstanding premiums 1,820 -
Redlassification of [ax creditor {11,099) (4,134)
Net return on subordinated loan - (2,490)
Retum on ‘Earmarked Assel' (see below) - {1,740) 1,740
Rounding difference - 1
(2,375) 60,117

The retumn on lhe ‘Earmarked Assel’ refers lo £25m of regulatory support received by the long
term fund from the other than leng term fund.  The nel retum on Lhe subordinated foan 1s the
amount recsivable by long term fund or olher than leng lerm fund in respect of the E685m
subordinaled loan between the funds. This receivable ls excluded within the Report and

Accounts,

*1405* Other adJustment to Nabllitles

4401t
*501*

Included within line 74 of Form 14 are the following amounts:

2007 2006

£'000 £'000
Posilive valualion difference (sea nole 03107 . 33,181 - 75464 -
Taxalion reclagsification 3472 (11,099)
Net return on subordinaled loan {6,300) -
Tolal 36,353 64,365

Pravision for reasonably foreseeable adverse variations

No other provision for adverse changes is made as consideralion is given lo ensure assels of an
identicatl or similar nalure are held so that the derivalive contracls are effeclively covered. All

conlracls are reasonably covered and any polential provision is considered mmaterial,
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Relurn's under the Accounts and Statemenls Rules

Supplementary Notes

National Provident Lifa Limited

Global Business

Financlal year ended 31 Pacember 2007

Appandix 9.1 {continued}

*1402* Additional labllity details

1502
(a)
®)

]

(e)

507"

501"

“701*

No charge has been made on the assels of the insurer.

The lotal potential liabffity to laxalion on capilal gains which might arse if the insurer wera to
dispose of its long term Inswrance business assels, [s £1.6million (2006: £4.7million). In
aceordance with FRS 19, the discounted value of £1.2 million (2006: £4.2 million} has been
recegnised and included within Form 14 lina 21 Jor taxalion on capital gains.

The insurer has a Enil {2006 £32.8 milion) conlingent loan from the immediate parent
urderlaking. The loan [s repayabla al the shareholders' discretion if and to the extent that the
acluarial function holder determines thal a deficil will not arise. A deficil arises where in the
acluarial function holder's opinlon there would olherwise be Insufficient assefs lo cover either
slatutory reserving requirements or lo meel poficyholder reasonable expectations, The loan
bears interest at a rale equal lo the eamings on the underlying assels logether wilh an
additionzl amount of 1.75%pa [rom the date of advance. On this eccasion tha conlingent loan
was not repayable at the year end due lo the laller conlingency.

There ara no guarantees, indemnities or other contractual commitmenls, olher than in tha
ordinary cowrse of #ls insurance business, in respec! of tha exisling or fulure liabiities of any
related companies.

In ihe opinion of he direclors, lhere are no fundamental uncerlaindies affecting the posilion of
the insurer,

Other adjustments to liabilities
Included within line 83 of Form 15 are the following amounts:
2007 2006

£'000 £:000
Redassificalion of lax credilor - (4,.134)
Het return on subordinated loan - {2.450)
Tolal - (6,624}

Basis of converslon of forelgn currency

Assels and liabiities denominated in a foreign currency are transfaled using the closing rate
method. Exchange differences on opening net assels are dealt with in the profit and loss
aceount,

Varfallon marglh

The insurer had no liability lo repay “excess” variation margin al the eng of the finandal year.
Variation margin received of £26,000 is Inclided in Form 13 Line 44.
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Appendix 9.3

*4002*

*4008*

*4009*

£401°

Other income and other expenditura

Other Income represents annual management income of £16.7 million (2006: £17.0 million).
Pravislen of management services

Throughout the whole of the financial year Pear Group Services Limited has provided
managemenl services lo lhe insurer. Henderson Global Investors Limiled has provided
Investment management services throughout the whole of the fnancial year. Axal

Invasiment Management Limiled has provided inveslment managememn services from the {
July 2007 Lhrough to the end of the financial ysar.

Materlal connected-party transactions

Since 1 January 2000, the insurer has entered into o number of reinsurance Ireaties with
Peart Assuranca plc and NP Limited. Detlails of these reinsurance trealles are o be found In
paragraph 9 of the Abstract of valuation report required by rule 9.31{a).

Basls of valuallen of assets

Investments are stated at currenl value at the end of the financial year, calculaled as follows:
- listed inveslments ara stated at the bid markel value

- short term deposits are included at cost
- olher investmenls are shown al direclors’ estimates of bid market value

*4500* &*5500* Internal linked funds

The insurer’s internal linked funds are wholly relnsured to NPI Limited and all amounts
required lo be shown would be zero, These Forms have, therefore, nol been included in the
Retum,

*4803* Assumptlons regarding redemption dates

For assels that may be redeemed over a period at lhe oplion of the guarantor or the issuer,
the fund cuslodian has provided an appropriate redemplion date. The valva of these assels
was £628 million at lhe valualion date.

"4806* Assets used to calculate Investmentreturns In column § Form 48

The assels used In the calculation of the with profitrelumn ara all assots backing assel shares
exchrding deposil adminisiration, capital account and the estale fund,
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Returns under the Accounts and Slalements Rules
Supplementary Noles

National Provldent Lifa Limited

Global Business

Financlal year ended 31 December 2007

Appendix 9.3 {continued)

*4307* Allgcation of assels to colurn 2 of Form 48

A number of realiocalions are made between colurnns 1 and 2 according to instructions 2, 3
and 4,

The following addilional reallocation does not have an explicit Instruclon but has been made
lo reflect the underlying assels: £78.3 million from 14.1/24.1 Is allocated to 11.2/21.2 in
respecl of variable interest securities What are part of a properly collateralisation. The unit
trust part of the property vehicla holding Is reallocated between 18.1/28.1 1o 11.2721.2 In
accordance with instruction 2.

*4901* Credit rating agency
The credil rating agency used fo provide the split was UBS Warburg.

*5104*, *5204*, *5304* Number of policyholders / schems members
Where a policy can have a combination of profit sharing (conventional wilh profil code ‘i55).
capilal account/unitised with profit (unitised with profit code 525 or 535) or unit linked {coda
725 or 735) elements, it has been counted as a unit finked policy and in¢luded in column 3 for
Form 53 if here Is a unit linked elemenl. Otherwise, it has been included In column 3 for
Form 51 if there 1s a profit shadng element or in column 3 of Ferm 52 If there s only capital
accountiunitised with profit. )

*6001* Estimation of the insurance health risk capltal component
The gross annual office premium of Class [V business was £21,000. The Insurance health

risk capital component was estimaled as 18% of this premium amount for consislency wilh
INSPRU 1.1.85R.
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Statement of additional Information on derivalive contracts required by ruls 9.29

Nalional Provident Life Limited

Global business

Financial year ended 31 December 2007

(a)

{v)

{c)

(d)

During the financial year the insurer operated an Investment policy for the use and control of
derivalives. This policy lists he approved derivalive contracls and the approved uses of
derivalives, establishes procedures for Introducing new conlracts or uses, identifies areas of
risk, and establishes a control framework for dealing, selllement and independent monitoring
and reporting of derfvatives. .

The Insurer uses derivatives In its portfolio management to hedge against market movements
in the values of assets in the portiolio (reduction of investment risks), and as 8 means of
effecling a change in exposure to different assel classes without distuibing underlying physical
hoidings {efficient portfolio management). In addition, the lsurer uses derivalives to match
liabflilies lo mitigate the effect of changes in market variables on is capilal posifion.

Itis the inswrer’s policy that all ebligalions o lransfer assets or pay monelary amounls arising
under derfvative conlracts are covered by either cash, physical securities or other specific
commilmenls. Consequently the insurer does not trads denivative contracts against uncovered
pesilions, and portfolios may nol be geared by means of derivalives.

The Insurer conlrols market risks through Lhe selting of exposure limits which are subject o
detailed monitoring and review. Sophisticaled risk managemenl syslems are empioyed fo
enable exposures, risks and sensitivities to be analysed on a tolal portfolio basls, providing for
greater conlrol, Markel and liquidity risks are reduced by requiring all futures and oplions
positiens o ba backed by cash or securitias.

The insurer permils the purchase of parlly paid shares, subject lo the unpakd capilal being
covered by cash, and also convertile bonds as allematives 1o Investment in the underlying
equities.

Subject te' the Invesiment principles described above, the Investment policy permits the writing
of confracls, under which the Insurer has a tight or an obligation lo acquire or dispose of
assets. The portfolio manager musl be satisfied thal the sirke price s reasonable in terms of
the current porticlia and market conditions at oulset.

The: Investment policy for he use and controf of derivatives Imposes overriding provislons that
the investiment rationale for their use is clearly underslood, that each contract Is admissible in
terrns of the Prudential Sourcebeok for Insurers (INSPRU} and that derivalives may not be
used 1o gear a porifollo. The policy specifically excludes Lhe use of derivatives that cannot be
sufficiently well modelled using the Investment Manager's internal risk management systems
withoul the prior approval of Lhe senior management of the Investment Manager.

There wera no oplions boughl or sold during the financial year where lhe difference at
Inception between the price of the underlying and he sirike price was grealer than 5%.

The extent to which Form 13 would be changed if assets which the insurer had agreed lo
acquire or dispose of under derivative contracls oulsianding at the end of the financial year
{being, in the case of oplions, only those oplions which il would have been prudent lo assime
would be exercised) had been so acquired and disposed of, Is as follows:
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Statement of additional Information on derivative contracts required by rule 9.29

National Provident Life Limited

Glohal business

Financlal year ended 31 December 2007

{conlinued}
Acual  Exposure duste  Combined Economic
Holding dervalives Exposure
£m Em . £m
Fixed Interest - Approved 2,1253 238.6 2,364.9
Deposits w 2178 (217.8) -
Cash UGITS 4954 {21.7) A747 -

e

0

@

(h)

0}

1F options outslanding al the end of the Anancial year had been exercised so as to change
exposures by the maximum amount (aliowing for options that either must ba exercised
logether, or the exercise of one precludes the possibiity of the other being exerclsed), the
numbers in (d) above would have been as follows:

Actual  Exposure dualo  Combined Economic

Holding derivatives Exposuie

£m £m £m

Fixed Inlerest - Approved 21263 2546 23739
Deposils 217.8 (217.8) -
Cash UCITS 4364 - {36.8) 459.6

The maximum extent to which the Ihiformation prcwided in {d) above would have been
materially different if (d) had applied 1o derivative conlracls at other poinls duding year is a3
follows:

Change due lo Date

dervalives

£m
Fixed interest - Approved 4899 7 Seplember 2007
Deposils (489.9) 7 September 2007

The maximum extent to which the information supplied in {8) above woukl have been different
it {€) had applied to derivative contracts al other points during the year is not malerially
different {rom those quoted in the lable above.

The maximum koss which would have been Incurred by the insurer on the [ailure by any cne
other person to fulfil ils obligations under derivative contracts outstanding at Lhe end of tho
financial year under existing markel conditions was £6 milfion.

The maximum loss which would have been incurred by the insweer on the failure by any one
other person fo fulfil its obligations under derivalive conlracts oulslanding at the erd of the
financial year, in the event of other foresecable markel conditions, would not be mafteriaily
different Irom the figure quoted above.

Fhe maximum polential loss at any olher Bme during the year due to the failure of a single
counterparty o fulfil s obligalions under derivative contracts was £61.6 million.

The insurer has not made use of any derivalive contract at any time during the financlal year
which required a significant provision lo be made under INSPRU 3.2.17R or did not fall within
the definition of a permitled derivative contract.

The tokal value of fixed considerations received during the financial year in retum for granling
rights under derivalive conlracts was £nil.
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Returns under the Accounts and Statements Rules

Stalemant of addlItional Infermation on conlrollers required by rule 9,30
NATIONAL PROVIDENT LIFE LIMITED

Global Buslnass |

Financlal year ended 31 December 2007

The persons who, to the knowdedge of the Company, were controllers at any lime during the
financial year were NP Life Holdings Limited, Pear Assurance ple, Pear Group Limited, Sun
Capital Investments Limited, Hera lnvestmenis One Limiled, Xercise Limiled, Jambright
Limited, Hugh' Osmond, Alan Mcintosh, Matthew Allen, Edward Spencer-Churchill, Mare
Jenas, TOR Capital Nominees Limited and TDR Capital LLP.

The persons who, lo the knowledga of the insurer, were controfters at the end of the financtal
year were:

1. NP Life Holdings Limlted

As at 31 December 2007, NP Life Holdings Limited owned 160% of the issued share capital of
Nalional Provident Life Limited and was able lo exercise 100% of ihe voting power at any
general meeling.

2. Pearl Assurance plg

As at 31 December 2007, Pearl Assurance plc ovmed 100% of the issued share capilal of NP
Life Holdings Limited, a company of which National Provident Lifo Limnited Is a subsidiary
Undertaking, and was able to exercise 100% of (he voling power al any general meeling.

3. Pearl Group Limited

As at 31 December 2007, Pead Group Limited owned 100% of the shares of Pearl Assurance
plc, a company of which Nalional Provident Life Limiled is a subsidiary undertaking, and was
able to exercise 100% of the voting power at any general meeling.

4. Sun Caplial Investments Limited

As at 31 December 2007, Sun Capital Investmens Limited owned 50% of the ordinary shares
of Pear Group Limited, a company of which Nalional Provident Liie Limited Is a subsidiary
undertaking, and was able to exercise 50% of the voling power at any general meeling.

5. Hera Investments One Limited

As al 31 December 2007, Mera investmenls One Limited owned 50% of the ardinary shares of
Peart Group Limited, a company of which Nalional Provident Lifa Limited Is a subsidiary
undertaking, and was able to exercise 50% of lho voling power al any general meeting.

6. Xerclse Limited

As at 31 December 2007, Sun Capital investmenls Limited, which Is an assodate of Xercise
Limited withirt the meaning of seclion 422 of the Financial Services and Markels Act 2000 by
virtue of being a subsidiary undertaking, owned 50% of the ordinary shares of Pearl Group
Limited, a company of which National Provident Life Limited is a subsidiary undertaking, and
was able lo exercise 50% of the voling power at any general meeting.
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Statement of additional Information on controliers required by rule 9.30
NATIONAL PROVIDENT LIFE LIMITED

Global Buslness

FInancial year ended 31 December 2007

{continued}

7. Jambright Limlted

As at 31 December 2007, Hera lnvestmenls One Limited which Is an associale of Jambright
Limiled within the meaning of section 422 of the Financial Services and Markels Act 2000 by
virtue of being a subsidiary underlaking, owned 50% of the ordinary shares of Peail Group
Limiled, a company of which National Provident Life Limiled Is a subskdiary undertaking, and
was able lo exercise 50% of the voling power at any general meeting.

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

As al 31 December 2007, Hugh Osmond, Alan Mcintosh and Malthew Allen, together with
Edward Spencer-Churchill and Marc Jonas, who were associales of Hugh Osmond and Alan
Mclntosh within the meaning of of section 422 of the Financial Services and Markels Act 2000
by virtue of being pariners, Joinlly owned 79.2% of the ordinary shares of Xercise Limited and
were able lo exercise 79.2% of the voling power at any general meeting. Sun Capilal
Investments Limited Is a subsidiary underlaking of Xercise Limiled and owns 50% of the
ordinary shares of Pearl Group Limiled, a company of which National Provident Life Limited Is
a subsldiary underlaking, and was able to exercise 50% of lhe voling power at any general
meeling.

9. TOR Capital NomInees Limlted

As at 31 December 2007, TDR Capitat Nominees Lknited acled as nominee for the TDR
funds, which own 80.4% of the ordinary shares of Jambright Limiled and were able to exercise
89.4% of lhe voling power al any general meeling. Hera Investments One Limited Is a
subskiiary undertaking of Jambright Limiled and owns 50% of the ordinary shares of Pead
Grovp Limited, a company of which Nalional Provident Life Limiled is a subsidiary
underlaking, and was able lo exercise 50% of the voting power al any general mealing.

10. TDR Gapltal LLP

As al 31 Dacemnber 2007, TDR Capilal Nominees Umiled, which Is an associale of TDR
Capital LLP wilhin the meaning of the Financial Services and Markels Act 2000 by virtue of
being a subsidiary undertaking, acted as nominee for the TDR funds, which own 89.4% of the
ordinary shares of Jambright Limiled and wers able to exercise 89.4% of lhe voling pawer at
any general meeting. Hera Investments One Limited s a subskdiary undertaking of .Jambright
Limiled and owns 50% of the ordinary shares of Pearl Group Limited, a company of which
Nalional Provident Life Limited is a subsidiary undertaking, and was able lo exercise 50% of
the voting power at any general meeling.
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Returns under the Accounts and Statemenls Rules

Statement of information on the actuary who has been appointed to perform the with-
profits actuary functfon as required by yuls 9,38

NATIONAL PROVIDENT LIFE LIMITED
Global Buslness

Financial year ended 31 December 2007

The with-profits actuary for the period from 1 January 2007 to 28 September 2007 was P
Tumbull. I accordance with rule 9.36 of the Accounts and Stalements Rules, the following
information relating to Mr Tumbull s in respect of the year 2007:

1. a) Mr Tumbull holds no shares or share options in 2007.

b} Mr Tumbuil had no Iransactions with the insurer throughout 1he year but his
spouse held a number of minor polices Issued by the insurer.

¢} The aggregate of the remuneralion and value . of other bepefils receivable by
Watson Wyalt Limiled, (the employer of Mr Tumbdl), ffom the insurer in respect of
2007 was £3,479,527.

d) Mr Tumbull was (hroughout the period a member of he Pearl Slaff Pension
Scheme (NPI Limited being a subsidiary of Peari Group Limited) and was entilled lo
the standard benefils under lhe niles of the scheme in respect of a prior period of
employment by a subsidiary of Pearl Group Limited. Mr Tumbull did not accrua
furiher pension benefils in the scheme throughout the peried.

2. The insuier has made a request to Mr Tumbull (o Fumish lo il the particulars specified in

rule 8.36(1) of the Accounts and Statements Rules. The abova particulars were oblalned
with the agreement of Mr Turnbull.

Note 1
Under rule 9.36(4) of lire Accounts and Slalements Rulas, reference to the insurer includes

raference lo any body corporala which s lhe insurer’s subskfiary undertaking or parent
undertaking and lo olher subsidiary undertakings of its parent undertaking.

MNote 2
Regarding Section 1{c) the remuneralion details supplied relate to the conltractual sums paid

1o Walson Whyatl Limited for the provision of actuarial services. These services includa the
performance of the with-profils actuary function by Mr P Tumnbui,
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Raturns under the Accounts and Statements Rules

Statement of Information on the acluary who has been appointed to perform the with-
prolits actuary funclion as required by rule 9,36

HATIONAL PROVIDENT LIFE LIMITED
Global Businass
Finanelal year endsd 31 December 2007
The wilh-profils actuary flor the pericd from 23 Seplember 2007 to 31 December 2007 was D
Addison. In accordance wilh rle 9.36 of the Accounts and Slaterments Rules, the following
information relating lo Mr D Addison is in respect of the year 2007
1. &) MrAddison holds no shares ar share opliens in 2007.
b} Mr Addison had no transactions with the insurer hwoughout 2007,
c) The aggregale of the remuneration and value of other benefits receivable by
Walsen Wyalt Limiled, (the employer of Mr Addisen), from the insurer in respect of
2007 was £3,479,527.
d) Mr Addison was nol a member of any Pearl Staff Pension Schema (NP Limited being
a subsidiary of Pearl Group Limited) m 2007 and was nol entitled to any benefils
under lhe rules of such scheme. Mr Addison did nol therefore acomre penslon
benefils In such scheme throughout 2007.
2. The insurer has made a request to Mr Addison lo furnish to il the particulars specified Tn

rule 9.36{1} of the Accouits and Statements Rules. The above particulars wera oblained
with the agreemenl of Mr Addison.

Nete 1

Under rule 9.36{4) of the Accounts and Stalemen!s Rules, reference lo the insurer includes
reference to any body corporate which Is the insurer's subsidiary undertaking or parent
undertaking and lo olher subskdiary undertakings of ils parenl uindertaking,

Nole 2
Regarding Section 1{c) lhe remuneralion delails supplied relals 1o the coniractual sums pald

lo Watson Wyatl Limited for the provision of acluarial services, These services include Lhe
performance of the with-profits acluary function by Mr D Addison.
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NATIONAL PROVIDENT LIFE LIMITED
APPENDIX 9.4

ABSTRACT OF VALUATION REPORT
Infroduction

. M

The dale lo which the acluarial investigation ralates is 31 December 2007,

(2) The date lo which the previous actuarial invesligation under rule 9.4 relaled was 31

December 2006.

(3)  Sinca the previous valuation dale; lhere have been no nlerim valuations (for the purposes

of rule 9.4).

Product range

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

Discretionary charges and benefits

3 (1)

Markel value reductions ("MVR™} were applied as follows:

Product

Premium Investment
Date

Pariod applied

PPP, FSAVC, PRA & FIP Unilised With-

profit Sertas 1:
Initial unils
Ordinary unils

PPP, FSAVC, PRA, & FIP Unilised With-

profit Series 2;
Initial units
Ordinary unils

PPP, FSAVC, PRA & FIP Capilal Accaunl:

Initial wnits
Ordinary unils

New Approach PPP, FSAVC and EPP
Regular Premium Unitised With-profit

New Approach PPP, FSAVC and EPP
Capilal Account

Jan 1988 lo Dec 2006
Jan 1988 o Dec 1990
Jan 1993 to Dec 2002
Jan 2003 to Dec 2005
Jan 2006 lo Dec 2006

Jan 1994 to Dec 2006
Jan 1993 to Dec 2000
Jan 2001 lo Dec 2001
Jan 2006 {o Dec 2006

Jan 1994 to Dec 2006
Jan 1994 to Dec 1994
Jan 1997 lo Dec 2000

Jan 1999 ta Dec 2000

Jan 1898 lo Dec 2000

Throughout 2007
Throughout 2007
Throughoul 2067
From 24 Sep 2007
Throughout 2007

Throughout 2007
Throughout 2007
From 24 Sep 2007
From 24 Sep 2007

Throughout 2007
Throughoul 2007
Throughout 2007

From 24 Sep 2007

Throughoul 2007
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Product

Premium Investment
Date

Period applled

GMPVGPPP, GAPP, GIA Unitised With-

profit Series 1:
Initial tnils Jan 1988 lo Dec 2006  Throughoul 2007
Ordinary unils - Jan 1988 lo Dec 1990  Throughout 2007
Jan 1993 to Dec 2002  Throughout 2007
Jan 2003 lo Dec 2005  From 24 Sep 2007
Jan 2006 lo Dec 2006  Thioughout 2007

Penfund Series 1

Jul 1990 lo Dec 1990
Jan 1993 {o Dec 2002
Jan 2003 lo Dec 2005
Jan 2006 {o Dec 2006

Througiout 2007
Throughout 2007
From 24 Sap 2007
Throughout 2007

Truslee With Profil Bond Jan 1997 lo Dec 1999 Throughout 2007
Jan 2000 lo Dec 2000 From 24 Sep 2007

With Profit Bond Series 1 Apr1991 loJun 1992 Throughout 2007
Jul 1992 to Sep 1692 From 24 Sep 2007

Oct 1992 lo Pec 2001 Throughout 2007

Wilh Profit Bond Series 2 Sep 1993 W0 Sep 1994  Througheut 2007
Oct 1994 o Dec 1994 Frem 24 Sep 2007
Jul 1995 lo Sep 1995 From 24 Sep 2007

i Oct 1995 o Dec 2001 Throughoul 2007

With Profit Bond Series 3 Oct 1995 10 Dec 2001 Throughoul 2007

With Profit Bond Series 4 Jan 1997 lo Dec 2001 Throughout 2007

"With Prolit Bond Series § Dec 1997 1o Dec 2001 Throughout 2007

With Profil Bond Series 6 Sep 1998 lo Dec 2001  Throughoul 2007

With Profit Bond Series 7

Portfollo Bond Series 1

Jan 1999 to Dec 2001 Throughoul 2007

Jul 1999 ta Jan 2000 Throughout 2007

Note: MVRs apply by date of each investment in the fund, nol by policy date

(2) National Providen! Life Limiled has not sold any reviewabls proleclion business.

{3} Mo policies have been sold in this calegory.

(4) Policy lfees on linked policies were increased on 1 January 2607 in line with eilher the
Retail Prices Index, an Increase of 3.6%, or National Average Eamings, an increase of
4.1%.

{(5) Duwing the financlal year, benefit charges remalned unchanged on linked policies.

{6) Duwing lhe financial year, unit management charges for unitised accumulating wilth-profits
and linked business remained unchanged.

(7} ANl Nalional Provident Life Limiled’s unit-linked liabities, other lhan for Unilink policies, are

reassured lo NPI Limited with effect from 1 January 2000. As a consequence, the
information in the following paragraphs refate to NP Limited's practice.
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{a) Units are of two types — Initial and ordinary. The following method s applied lo both
types of units.

{i} The creation unil price |s delermined by valuing ihe assets al tha offered dealing
price including all cosls thal would be incurred in purchasing assels and net of all
investmenl management charges, charges and deduclions, if any, for tax. This
lotal is divided by the number of unils. The cancellation unit price is calaulated by
valuing lhe assels at the price at which Ihay could be sold and deducting the
dealing cosis, management charges and laxes if applicable. This lotal Is divided
by the number of units,

(R} The offer prica is determined as the creation or cancelation price divided by 95%,

Plus any rounding adjustment. Units are deallocated at 95% of the offer price plus

any reunding adjustment. For the Pooled Managed Fund, which has a 1.75% bid-

offer spread the 95% used In the calculatlon of the offer and bid prices, is replaced
by 98.25%. Simdarly, where lhere Is no bid offer spread the 95% is replaced by

100%. ‘

-

(i@} Units are allocated lo policies al the offer price and deallocated al Ihe bid price.
NPI Limiled values the assels on an offer basls where lhere Is a nel creation of
units and a bid basls where there a net cancellation of unils. During 2007 al
prices were calculaled on an offer basls. NPI Limiled relains the right lo price on a
bid basis,

{iv) The assels of the intemal linked funds are valued af noon on each working day. If
markets mova significanily between noon and 4 pm, allowance for this market
moyvement is made.

(b} During the financial year there were 1o limes at which different pricing bases applled lo
different policies.

(c) Whera the funds invest in unil trusts o open-ended investment cormpanies managed
by NPI Limited the unils are valued at the price at which NP Limited would have been
able lo purchasa Ihe investments. To ensure unil holders are not subject to two sels of
initial charges arrangements are in place to ensure that the unit trust invasimenls are
undertaken free of any manager’s inilial charges.

Tax on realised and unreallsad gains and losses is accrued daily in the interna linked Life
funds. Gains in Life equily funds are Index-adjusted. There are no tax accruals In Pepsion
funds.

Tha table below summarises the cumenl Life tax rates and the limes al which the accruals
are cleared. -
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Fund Type Realised Unreallsed Reallsed  Unreallsed
Galns Galns Lossas losses

Equily 19.9% 17.6% 19.9% 17.6%

Accruals for realised gains and losses on Equity funds are cleared al the end of
each month.

Accruals for unrealised gaing and fosses on Equity funds are cleared at the end of
each financlal year under the "deemed disposal” regima. The {ax rale used lor this
purpose at the end of 2007 was 17.6%.

One Life equity fund has accumulaled capital losses and its tax rates are curently
nl.

Fixed Inlerest 20% 20% 20% 20%

Fixed Interest lax accruals are deared al the end of each month.

9
(10}

See (8) above.

The internal {inked funds recaive an initial charge discount and an annual management
charge rebale when purchasing, seliing or holding unils i collective investment funds.
This ensures that the policyholder is not subject to two sels of charges.

Valuation basls {other than for special reserves}

4. (1)

The general principles and methods adopled in the valuation are:
NON LINKED BUSINESS

Mathemalical reserves have been determined using a gross premium methoed except as
mentioned below.

Some non-profit assurances have been valued using the nel premium method of valualion,
It is unmedified, except:

() Where the nel premium on Lhe valuation basis Is greater lvan the actual eifice
premlum, the premium valued [s the cffice premium.

{iiy For ¢lasses of business whera lhe Hifference between the office premiuvm and the net
premium Is considered insufficient to cover fulure expenses an additional reserve has
been eslablished.

(fify A provision for immediale payment of ¢laims is made.

(v} A reserve for policies where premiums are unpaid is held. This reserve is equivalent lo
the normal nel premiumn reserve assuming premiums are paid lo dale, less the
oulstanding office premivms.

Poticies on below average lives accepied al a premium for an increased age are valued as
if effected at that aga. Policies subject {o an exira premium are valued as if effecled al the
ordinary premium and a furlher provision of one years exlra office premium [s made.
Liens are ignored.

For with-profils business, mathematical reserves have been determined using an individual
gross premium method except for those menlioned below. The reserve for each policy is
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subject lo a minimum of any guaranleed surrender value, Where il has baen considered
appropriale to do so, the mathemnatical reserves nciude additional amounls for future
expenses and opllons and guarantees,

Visible Growilh Fund, Capital Penslon Plan and Cash Accumulation Plan conlracts are
valued by taking the liability as the amount in the deposit account. In addition there Js an
allowance for future expenses. For Capital Pension Plan policles an addilional resarve has
been eslablished (o allow for lhe cost of the annuity guaranlees.

Unitised wilh-profils and capital account policies are valued using the Discounted Value of
Fulure LiabBity Oulgo method. This Involves caiculaling the same cashfiows as in lhe
gross premium method. However lhe method of cafculaling the reserve [s different as the
methed involves accurmitating backwards, starting with the last cashflow, lo ensure that
the reserve at the start Is big enough so Lhat no valvation stralns over occur (if the
valuation assumptions are bome out In practice). The reserve for each policy Is subject lo
a minimum of any guaranteed surrender valus.

Under with-profil S620 annuities (SERP} issued after April 1971, provision is made for the
oplion Lhat policles rmay vest prior to the vesling date wrilten in the policy. Itis assumned for
policyholders under 60 at tha valuation date that 40% of policies vest at age B0, 50% al
age 63 and 10% at age 70. If the member is between 60 and 65 at the valualion dale, it is
assumed thal 83.3% retire at age 65 and 16.7% al age 70. Il the member Is between 65
and 70, it is assumed that the benefits are laken at age 70, and if the member is over 70 it
ks assumed Lhal the benefils are taken al age 75. The benefils discounted are calculated
on both lhe cash sum available at the pension dale and the deferred annuity and the
higher reserve is taken,

For policyholders older than 59, the reserve Is the grealer of the reserve calculated using
the methad mentioned above and that assuming immeadiate vasting. '

If valued as a deferred annuity an additional expense reserve is ncluded to allow for
expenses afler vesling in line wilh the presenl expense assumplions for annuities in
payment. Also if valued as a deferred annuity tha post retirement moilality is adjusted lo
make allowance for future morlality improvements between the year end and the vesting
date in line wilh the Pensloner Mortality Improvement model issued by the GM| bureau.

INDEX LINKED BUSINESS
Malhemalical reserves have been determined using a gross premlum method.
LINKED BUSINESS

Mathematical reserves have been detsrmined by valuing the unils allocated to policies and
adding a non-unit reserve for mortalily and expenses. The unillinked business bs
reassured lo NPi Limited on an invesiment basis and as a result Ihe net iabiities are equal
lo the non-unit reserves.

The non-unil reserve is calculaled using a discounled cash flow approach. Where the
projected cashflows show no futwe shorifall in any year there is no recourse o additional
finance and no sterling reserve Is required. Where (he projection produces a shorfall, the
discounled value of the cashflows is calculated. This Is tha sterling reserve required lo
ensure that no recourse lo additional finance is required.
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(2) The following lable sels oul the rales of interest used for all dasses of business:

Product Group 2007 2008 Product
Caode
Net premlumn basls
Deposit administration 4.60% 4.50% 545, 555
Other pensions busingss 4.60% 4.65% 435
Other life business 3.68% 3.90% 100, 435
Gross premium basls
Capilal account 4.60% 4.50% 525, 535, 570
Life annulties 4.60% 4.65% 390, 395
Pension annvitias 4.60% 4,65% 390, 400
SERP 4.60% 4.39% 165
Life with-profit endowmenls 3.68% 4.20% 129, 205
Life Unitised With-profit 3.668% 3.70% 500
guaranteed (Series 1)
Life Unitised With-profit non- 3.68% 370% 500
guaranleed
Pensions Unitised With-profit ’ 4.60% 4.31% 525, 535
guaranteed (Series 1)
Penslons Unitised With-profil non- 4.60% 4.74% 525, 535, 570
guaranteed :
Profit Sharing Account 4.60% 4.80% 155
ndex finked annuities 1.00% 100% 905
Unit-linked
Life slerling reserves 3.68% 3.90% 700, 715, 795
Pensions slerling reserves 4.60% 4.85% 725, 735,
750, 755
Notes:

For index linked annuities a net interast rate is used aRer allowing for RPILPI.

{3) Yields on non-gilt fixed and variable interest securilies were reduced to allow for the risk of
default whilst retaining the margin over gil yields in respect of reduced lquidity of
corperala bonds and overseas government bonds. The deductions have been calculated
in lhree slagas:

1 Base deduchions

Credit risk includes the risk of default, either direclly or in slages due lo downgrades (and
upgrades) of a slock’s raling. Usually a propodion of the debt is recovered after default.
Published hisloric rates of defauls and reling changes are cenverted into equivalent
deductions from the yield. A base deduclion table Is produced that varies by raling, term lo
maturity and level of senlorily.
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2 Cuivent markel conditions

Base defaull rales are adjusted to allow for cument markel expeciation of credil risk.
Current spreads roflect the markel's expeclation of lhe fulure, so we lake thess inlo
account by comparing them wilh the slable historic spreads from 2004 to 2006. The base
deductions are scaled by proportions of thase changes In spreads.

3 Margins for adverse deviation

To avold excessively low ar even negative deductions, a minimum yield deduction of 4 bp
has been set for non-approved securilies. The resulting best estimate yield deductions
were scaled up by between 25% and 50% as a prudent margln for the regulatory valuation.

The lable below shows the resulling deductions for default risk in basis poinls:

Term < 5 years Term 5to 15 years Term > 15 years
UBSRalng Secured Senlor  Subord Secured Senlor  Subord Secwed Senlor  Subord
AAA SSR o ? 1] 0 0 ] o 1] 0
AAN 8 ] 6 1 11 " 13 14 14
AA1 17 17 17 25 25 25 ris 27 28
AA2 18 18 13 i 27 2 29 29 30
AA3 19 19 19 28 26 28 k)] a3 E
Al 40 4 41 47 44 49 50 53 55
A2 42 42 43 51 53 55 58 62 66
A3 44 45 46 = 61 64 &9 74 80
BEB1 45 43 50 &5 71 k) 76 BS -2
BBE2 50 o 57 78 ar o5 93 104 i1@
BBB3 69 76 B3 107 120 133 124 142 159

A luriher deduction was made lo allow for liquidity risk such that e yield adjusted for
defaull was no higher than 150 basis poinis abovs thal of a gilt of the same lam,

Properties were calegorised into directly owned and indireclly owned. The yield was
delermined for each individual property based on rental income within he twelve months
before lhe valuation dale and then the aggregated yield was reduced by 73 basis poinis for
directly held properties and 39 basis poinls for indirectly held properiies.

For each equily prudent dividend and eamings yields were calculaled as the minimum of
the published and consensus yields. An arithmetic average of the prudent dividend and
prudent eamings yield was Lhen calculated. The grealer of lhese two values was then
compared wilh lhe consensus eamings yield and the lower value taken.

The FSA, on the application of the firn, made a direclion under section 148 of the
Financial Services and Markels Act 2000 in June 2007. The effect of the direction Is to
modify the provisions of INSPRU 3.1.35R and IPRU{INS) Appendix 9.3 so that a more
appropriate rale of inleres| may be used for its assels laken in combination.
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(4) The tollowing lable sels out the mortality bases used for all classes of business:

Product Group 2007 2006 Product
Males Females Males Females Code
Pre-vesting
SERP 70% AM92  T70% AF92  T0% AM92  70% AF92 185
All other business 100% AMS2  100% AF92  100% AMO2  100% AFS92  Allothers
Post-vestinglln payment
SERP 113% 113% 108% 108% 165
RMv92 REVG2 RMV92 RFV92
Immediate and deferred 113% 113% 108% 108% 380, 400,
pension annuities - RMY92 RFV92 RMVO2 RFv92 905
Group GAF annuities 113% 113% 108% 108% 395
RMvY92 RFVg2 RMV92 RFv92
Life { IRS f Individuat 72% IMLO2  72%IFL92  T72%IML92  72%IFL92 395, 905
GAF annuities
Lifa deferred annuities 72% IML92 7% IFLO2  T2%IML92  72%IFL92 390
Noles:
1. Ulimate mortality has been used in all cases.

2. For post-vesting mortality using the RMV92 and RFVOZ labies, future mortality

improvements in line wilh the average of CMI medium cohort and long cohorl
projections with a 3% Moor al age 60 reducing to 0% al age 110 for both males and
females have been assumed at 31 December 2007. Al 31 December 2006 fulure
mortality improvements in line with the average of CMI medium cohoit and leng cohort
projections wilh a 1% fleor for both males and females wera assumed.

For posl-vesling morlality using the IML92 and IFL92 lables, fulure morlality
Improvemenls in line with CMI7 projections al both 31 December 2007 and 31
December 2006.

Where appropriale, additional reserves for he extra morlality hat may arise from AIDS
have been established. These addilional reseives are calculaled assuming thal the
addilional morlality will be one-half of basls R6A; this provides a margin aver the one-
third recommended in the letter dated 29 October 1996 fram the Govemment Acluary’s
Department. The additional reserves caleulaled have all been included wilhin the
reserves for the refavant individual product lines.

Male lile expectations for annuity conlracts are as follows:

Product Group Annuitles In payment  Deferred annuitles: lite
expectation at age 65
Age 65 Age 75 Age 45 Age 55
Pension annuilies 230 14.4
Group GAF annuities 23.0 14.4
L#eARS/Ind GAF annuilies 225 141
SERP 257 24.4
Life defemed annuilies - 238 23.2
Other pension deferred 257 244
annuities
5



Femtala life expectations for annuity contracts are as follows:

. Product Group Annuitles In payment  Deferred annulties: life
expectatlon at age 65
Ago 65 Age 75 Age 45 Age 55

Penslon annuilles 256 16.3
Group GAF annuities 2586 163
Life/IRS/Ind GAF annulties  25.4 162
SERP 278 26.8
Life deferred annuities 263 259
Other pension deferred 278 26.8
annuities

{5) There are no products representing a s

basls.

{6} The expense bases are as follows:

LINKED AND NON-LINKED BUSINESS

Per policy expenses, beflore allowance for lax relief, were as follows:

ignificant amownt of business that use a morbidity

Premlum paying

Pald up & single

premlum
) Product
Product Group 2007 . 2006 2007 2008 Code
£pa £pa £pa £pa
CWP savings endowmenls 88.48 83.95 4417 4191 120
CWP penslons 52,99 50.27 21.29 20.20 165
Annuity 33.06 31.37 400
UWP bond 44.22 41.85 500
UWP regular premium pension 72.27 70.35 48.81 44.30 525
UWP single premium pension 45.81 4430 525
UWP group regular premium pension 665.45 51.65 58.63 55.09 535
UWP group single premium pension 58.63 5599 635
UL bond 44,22 4195 700
UL savings endowmenl 118.60 112.52 94,83 89.96 715
UL regular premium pension 7227 70.35 46.81 4430 725
UL single premium pension 46.81 44.30 725
UL group regular premium pension 66.45 6165 5863 55.99 735
UL group single premium pension 58.63 5599 735

Notes:

All expenses above are shown as per policy rather than per benefil. The Scheme requires
products, in which case lhis Is derived by applying
the ratio of the benefit count ta the policy count.

an expense charge per benefil for some
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Under each policy valued on the net premiwm basis the reserve Is increased by an
altowance for future expenses for any part of the lerm where premiums are not payable. If
there are no furlher premiums payable, this wil be for the Tull outslanding term.

An gllowance lor expenses for the full outslanding lerm has also been added lo other
conlracts not valued on lhe net premium basis,

If there is more than one investment fund, including unit-linked unillsed with-profits and
capilal account, atlaching lo ona benefit lhen the per policy expenses are splil in proportion
lo Ihe premiums payable to each fund for regular premlums and 1o the unit values for
single premium and pald vp policles..

For group Iife insurance provided by a separate contract the reserve of 50% of one year's
premitimn conlains a provision for axpenses.

Grass Investment Expenses

Investment expenses, afler allowance for VAT where appropriate, have been allowed for

through a reduction to the projected unil growlh rates and valuation inlerest rates. The
labla helow sats out the basis point {bp™) reductions applied:

2007 2006
Fund bps bps
Unit Linked 13.22 13.22
Non-Linked
Bonds & Darivalives 6.00 13.22
Property 11.25 13.22
Equity - 11.25 13.22
Cash 11.25 13.22
Noles:

Where the policy ks invested in extemal funds, for some of these funds the projected unit
growth rale Is reduced by tha fes payable lo the sxternal fund manager assuming mid-
lable performance Is achieved -

(7) Unit Growih, Expense Inflation, and Policy Fee inflalion rales are:

Product Group Gross Unit Exponse Pollcy Fee  Product Cade
Growth Rate Inflation Inflation
{% p.a.} Rale (% p.a) Rale (% p.a.)
2007 2008 2007 2006 2007 2006
Lifa business 523 578 440 440 320 320 700,715,795
Pensions business 540 593 440 440 320 320 725,735,750

{8) As a realistic basls life firn, no allowance has been made in lhe delermination of

mathemalical reserves for fulure bonuses in accordance with INSPRU 1.2.9R except for
the following:

Product Group Reversionary bonus rate pa Product Code
Unitised With-profit Life 3.00% 500
seiies t

Unilised With-prom 4.00% 525, 535

Pensiens series 1
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Mote:
The above rales only apply whera the producis contain guaranteed bonus rates and are
aqual lo the guarenteed rates. For all other products the fulure bonus rale is zero. |

(9) Surrender and Pald Up Rates

Praduct Average lapse ! surrendar / paldup rate for
the policy years
1-5 6-10 11-15 16-20

CWP savings endowment surrender 2.7% 2.7% 2.7% 2.7%
cwp targa'! cash endowment surender 27% 27% 27% 2.7%
UL savings endowmnent swirender 0.0% 0.0% 0.0% 0.0%
WP bond suirender  12.2% 12.2% 12.2% 12.2%
UWP bond automalic  100% of 100%of 100%of  100% of

withdrawal  curent current curmrent currenl
UL bond : surrender 0% 0% 0% 0%
UL bond avlomatic  100% of  100% of  100%of  100% of

wilhdrawal  current cureni curent curenl
CWP pension regular premium PUP 0.0% 0.0% 0.0% 0.0%
CWP pansion regular premium surrender 1.7% 1.7% 1.7% 1.7%
CWP pension singla premium suirendegr 1.7% 1.7% 1.7% 1.7%
UWP ind pension regular premium PUP 15.0% 15.0% 15.0% 15.0%
UWP Ind pension regular premium  surrender 51% 5.1% 51% 5.1%
UWP ind pension single pramium surrender 5.1% 51% 5.1% 5.1%
UL ind pension regular prembum PUP 15.0% 15.0% 15.0% 15.0%

UL ind pension regular premium swrender 0.0% 0.0% 0.0% 0.0%
UL group pension regular premium PUP 33.0% 33.0% 33.0% 33.0%
UL group pension tegular premium  surrender 0.0% 0.0% 0.0% 0.0%
UL ind pensicn single premium sumender 0.0% 0.0% 00% - 0.0%

Noles:

1. There is an additional surrender rate of 100% on With Profil Bond Series 5 poticles and
some With Proffl Bond Series 6 and 7 policies applying on Lthe 10th policy annkversary
{the dale at which the no-MVR guarantee applies).

2. For CWP pension (SERP)} poiicles, the surender rale applies to policyholders below
age 60. For policyholders aged 60 and above the surender rala is assumed lo be
zero. -
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{10) Other material basis assumplions:

Reliel for tax appfied o expenses is 20% for UK Life (excluding kfe annuities) business and
0% for other business. Tax on Investment income is set out in the lollowing table:

Type of buslness 2007 2006
UK Life ~ dividend income 0% 0%
UK Life — income from assels backing life annuilies % 0%
UK Life — other income 20% 20%
UK Life — unil linked galns 20% 20%
UK Pensions — all incoma 0% 0%
UK Pensions — all gains 0% 0%

[41) Derivalive conlracls are held by lhe company. There ate inflalion hedge swaps, nteresl

rale swaps, swaplions and fulwres.

‘We have lrealed sach swaplion as covering a bond maturing al the same time as the

swaption with capital redemption amount equal lo the nominal of the swaplion. Payoffs on
the swaptlons are calculated assuming no change in the yield curve {in line wilh the
slatulory valualion scenario). The valuation yield is then the IRR on the combined asset
(bond plus swaplion), after making a suitable allowanca for credit risk.

(12) No changes were made (o the melhodology at the valuation date n respect of changes o

INSPRU nules effective from 31 December 2006.

Options and guarantees

5 (1)

(a) Caplital Penslon Plan
Thesa policles have guaranteed annuity rales available for converting Ihe cash sum
avalable at normal retirement age to an annuity. The reserve for this guaranlee is
calculated as the uplift reqirired based on the ratio of the value of the annuity on the
valualion basis and the value of the annuity on the guaranleed basis.

(b} Takle delailing guaranteed annuity rate option reserves:

Product Code 555
Preduct name Capital Pension Plan
Baslc reserve, £'000 38,211

Spread of outstanding durations  Gradual run-off mean lerm lo vesting date of
2.0 years. Vesling assumed at age 60 or

immedialely if older.
Guarantee reserve, £'000 9,430
Guarantead annuity rate (% of 10%
cash sum for 65 year old male
Increments allowed No
Form of the annulty Seenole 2
Retirement ages Normal Relirement age under the scheme is

normally between 80 and 70
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Noles:

1. The guaranteed annuity rate shown has been based on a single life, monthly in
advance, level annuity wilh a five-year guaranieed period. Other forms of annuity
will have different guaranleed rates.

2. Guaranteed annuily rales are available for the fallowing forms of annuity: Single
life, monthly in advance, Level, 3%, 4% or 5% escalation, five-year guarantes
period.

{2} (a) With Profit Bond Series 5, §and 7

A guaraniee Ihat at the lenth policy anniversary no market value reduction will be
applied on surrender applies lo all With Profit Bond Series 5 policies and With Profit
Bond Series 6 and 7 where an option was sslected at outsel. The unils are
accumulaled to the tenlh policy anniversary at the appropriale reversionary bonus
rates and discounted al the valuation inleresl rate. Il Is assumed that ail policles will
surender al {ha tenth policy anniversary,

(b) Table delailing guaranteed surrender value reserves

Product Code 500 500

Product name With Profit Bonds Serfes ~ With Profit Bonds Serles
5 6 and 7 (with option)

Basic reserve, £/000 84,672 524

Spread of outstanding
durations

Guarantes reserve, £2000

Guaranteed amount, £'000

MVR free condltions
In force premium, £°000

Increments allowed

Al future anniversaries In
2008

Incleded in basic reserve
shown abova

86,466

10" policy anniversary
All single premium

No

All anniversaries in 2008
& 2009

Included In basic reserve
shown above

554
10" policy anniversary
All single prerinm

No

Motes:
The guaranteed amount shown is the full current surrender value without any market
value reduction applied.

The only Investment performance guarantee is that the valua of units invested In any of
the Deposit Funds thal place money on short-lerm depaosil is guaranteed not lo fall.

No additional provision Is required as lhe assets backing these funds will net fall in
value.

There are no other guaranteed surrender or unit-finked malurity values,

(3) (a) There are guaranteed insurahility oplions under a number of producls including

endowment assurances, group life, life cover altached fo Execulive Pension Plans and
convertible term assurances. The oplions under endowment assurances life cover
altached to Execulive Penslon Plans allow lor increases in amounis assured lo be
increased whereas the options under group lifa and convertible term assurances are
oplions lo replace existing cover by a cover of longer term {possibly whole of life).

80




e

TR

Fom

P
1

4

Penslon Transfer Plan

Thess policies have a guarantee lo pay lhe Guaranteed Minimura Pensien {GMP") at
normal retirement aga. The reserve for this guaranlee s calculaled as the projecled
shorifall (if any) in Lhe policies’ fund-based malurity values compared to the value of
the GMP at normal retirement age on Lhe valuation basis.

The projection uses a dlesed-form stochastic method lo caiculate a time value in
addition lo the intrinsic value of the guarantee lo reflect future interest rate valalility,

Self Employed Retirement Plan

These policies have an oplion lo convert their annity at relirement lo a cash value on
guaranteed lerms. The reseive for this Guaranieed Cash Fund (GCF) Is vafued
stochastically on a market censistent basks using 2,000 simulations. The reserva Is he
average over 2,000 simulalions of he discounted value of e excess of the GCF over

the fund using market annuity rates, if positive, for each simulation.

Table delsliing olher guarantee reserves:

Product Code 155, 525, 725 165
Product name Pension Transfer Plan  Seif Employed
Retirement Plan
Baslc reserve, £'000 359,033 1477,724
Spread of outstanding Gradual un-off mean Gradual run-off mean
durations term of 10.3 years term of 6.0 years lo
- assumex vesting dates.
Guarantoa reserve, 63,355 100
E'000 :
Increments allowed No No
Form of the annuity Varies [rom polley to Consislent with that
palicy laken at policy
inceplion
Retirement ages Normal Retirement Age 60, 65, 70 or 75. Ses
under the poticy, seclion 4(1}
usually between 60 and
70 :
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Expanse reserves

6. (1) The aggregala amount of expense loadings, grossed up for taxalion where appropriate,
expecled lo arise during the 12 months from the ‘valuation date’ are as follaws:

Hoemogeneous Risk Group Implicit Explicit Explicit Non- Total
Mllowances  Allowanses  AMgwances  altributable
{inveslmeni) {Other) Expenses
£ £M £M £M £51
Non-unilised business 0.80 1.14 7.16 0.70 9.81
Unitised busingss 4] 2.00 18.92 1.24 22.16
Total B 0.80 " 314 26.07 1.95 31.97

{2)  Selecled non-inked, non-profit business has been valued using the net premium method
of valuation, The Inplicit allowance for expenses has been laken as the difference
between the office premium and the net premiumn calculated on Lhe vaivalion basis, Where
the net premivm on the valuation basis is grealer than he actual office premium, the
premivm valued is e office premium. For classes of business where the difference
between the ofiice prémium and the net premium is considered insufficient to cover future

expenses an additional reserve has been established.

lavesiment expense allowances are implicitly calculated by a margin in the valuation
interest rate.

(3} There is nol a significant difference between the allowance for mainlenance expenses
shown above and those shown in Form 43.

(4)  National Provident Life Limiled has ceased to write new business, except for increments
on existing policles, which are reassured lo NPI Limited. No new business expense
Overrun reserve is held due to the management services agreement in place with Pear
Group Services Limiled.

(8) The company ls largely closed lo new business and the expense charges paid lo Pearl
Group Services Limited are determined by the Schedule 2C scheme from the
demutualisation of National Providen! Institution. Mo addilfonal expense reserve Is

required in respect of these expenses.

(6} The non-allribulable expenses Includes the reserve held o cover overhead cosls {such as
audit fees) met by the fong term businass fund in fulure years. The reserve assumes cosls
continue gver the next 22.5 years (axcepl the reciprocation coslts which we assume run for
13 years), annual growth of 4.7% per annum, and discounled at 4.4% per annum. The
term of 22.5 years Is consistent with section 33 of tha Scheme that allows wind up of the
with-profits fund when tha with-profit liablities fall below £500 million subject o ncreases
in RPI sinca January 2000, However this additional reserve has been reduced lo allow for
such costs hypothecated to unilised business being, where possible, covered by any
remaining margins in the valualion basis. There Is an additional reserve to cover
continuing Financial Services Compensation Scheme (FSC3T} levies in relation to
pensions misselling work and any payments lo PASS under the indemnity NP| gave to the
banks previding loans to IFAs. This raserve assumes lhe cost nuns down at 5.0% per

annum and ends on 1 January 2013,

Homogeneous Product Group Nen-attributable expenses reserve £
Non-Unitised Business 8.2
Unitised Business 4.3

a2
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Mismatching reserves

7. (1) The liabflities are sleding liabililies.

- The following table shows the sum of the mathernatical reserves {olher than liabililies for
property linked benefils), analysed by reference lo the currencies In which the liabiiities are
expressed o ba payable, lagelher with lhe value of the assets, analysed by reference lo
currency, which match the [fabilities:

i ‘ Currency Liablitles  Assets

Em £m -
Sledding 48159 48159
Other 0.0 0.0
f Total 4,816.9 4,815.9

{3) Mo cumency mismalch reserveo is held.

E (4) - (6) National Provident Life Limited is not a requlatory-only basis company and therefore not
. required lo hold resilience capital,
¥
& Cther special reserves
i 8. Securitisad Joan reserve
H .
National Provident Life Limited has a securitised loan lhat fs secured on future profils
r arising on a defined basis rom specific unit-linked and unitised wilh-prolits business within
é National Provident Life Limited. This provision is aqual to the discounted value of further
i inlerest and ¢apital payments due 1o bondholders under the securitisation to tha extent that
. payments exceed lhe value of surplusas thal may be expected lo arise from the securitised
;: business based on the valuation assumplions. The amount of lhfs reserve [s £122.6
million.

Relnswrance

TR

9. (1) There were no reinsurance arrangements on a facultative basis in forca at any lime during
Ihe period of the report with any company not authorised to carry on insurance business in

the United Kingdom.

(2} The foflowing financing arréngement was inforca al the valuation date:

{d) Issuer

(e) Nature and
extent

{f} Premiums paid
in 2007, £'000

(g) Deposit back

Mutual Securilisalion ple

£260 million of debl capilal was raised in 1998, secuntised against
a specified fixed block of unit-linked, unitised wilh-prefil and capital
accounl business. interesl and principal payments are made fram
suepluses emerging from this block of business as defined in the
securilisalion agreement.

No premiums ate payable. A repayment of iferest and principal of
27,344 was mads in 2607 ’

Not applicable



{h) Open or Closed

i) Undischarged
obligations

(i} Reserves ceded
£'000s

(k) Relenlion for
new business

Closed

The undischarged obligation was £189 million at the valuation date.

Nol applicable

Nol applicable

{l} Mulual Securitisation ple is not authorised lo ¢amy on insuranca business in the United

Kingdom.

(m} Mulﬁal Securitisation plc is not a connected company of the insurer.

(n) There are certaln specified avenls where the bond lrustee may demand immediate
repayment of the loan.

(o) Refund of reinsuranca commission Is not applicable lo this amangement,

{p) (i) Natlional Provident Life is required to make interesl and principal payments from
' surplis emerging as defined under the agreemenl.

(li} Areserve is heid for the fubwe repayments in excess of emerging surplus under
this amangement as described in Section 8. The existence of the agreement has
the impact of improving the regulalory peek solvency position to lhe extent that the
additional capital exceeds the Securitised Loan Reserva.

The folflawing other lreaties were inforce at the valualion dale:

(d) Reinsurer Pearl Assurance plc  NP!I Limiled NPI Limited Pearl Assurance
plc
{e) Nature and Pensions Annuities  Unil Linked funds  All new policies and  Portfolio Bond
exlent written prior lo on policies - increments written  policies written 1
1/1/2000 ave fully ~ wrrilten prior to from 1A1,/20300 July 1999 lo 31
reassured excepl for  1/1/2000 are excaplt December 1999
the expense of ceded as convenlional with-  are fully
administration. investment-only profit business are  reassured on
’ reasslranca. fully reassured on original lerms.
original lerms,
() Premiums Ni 149,907 in aggregate to NP Limiled Nil
pald in 2007
£'000s
(9) DepositBack il NIl Nil NIl
(Y Open or Closed Open Open Closed
closed
() Undischarged Expenses of This is Nil — this Is origina! Nl - this is
obligations administration veslment-only lerms refnsurance original lerms
reinsuranca reinsurance
(i) Reserves 776,782 1,861,453 047,716 31,767
ceded £'000s
(k) Retentionfor  Not applicable Nol applicable Nil Nil

new business

(1) Both Pearl Asswrance pic and NPT Limited are authorised to carry on insurance
business in the UK,
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{m) Both these companies are ¢onnected companies of tha insurer, all three of which are
since 13 April 2005 members of lhe Pead Greup Limited, having previousty been part

of HHG plc.

{n) There are no material contingencies under any of these treaties;

(o} There Is no provision lo refund any reinsurance commission, except under the

reinsurance covering new policies and Increments.

Any refund under that

amangement would be malched by a reclaim of commissien from the seller of the

insurance.

Reverslonary {or annual) bonus

10. {1}  The fallowing tables sat oul the annual bonus rales for each class of business:

Simple Bonus

Bonus serles 31.12.2007 31.12.2007 31.12.2006 31.42.2007  Product
Baslc Reverslonary Reverslonary Total coda
mathematlcal benus honus guaranteed
reserve bonus
£000 % % Y
Life Convenlional Wilh- 14,265 0.00% 0.00% - 100, 120,
profit 205
Compound Bonus
Bonus series 31.12.2007 31.12.2007 31.12.2006 31.12.2007 Product
Baslc Reverslonary Reverslonary Total code
mathematical honus honus guaranteed
reserve bonus
£000 % % %
Lifa Unilised With-profil 97,552 3.00% 3.00% 3.00% 500
Seiies 1
Life Unilised With-profit 244,893 0.00% 0.00% - 500
Series 2lo 7
Paortfolio Bond 1 31,400 1.00% 1.00% - 500
Pensions Unitised With- 1,800,340 0.00% (1) 0.00% {1) 0.00% (1} 525, 535
profit Series 1 4.00% (2) 4.00% {2) 4.00% (2)
Penslons Unitised With- 127,562 0.00% (1) 0.00% (1) - 525, 535,
piofit Series 2 {FRA, FIP, 0.00% (2) 0.00% (2) - 570
PPP & FSAVC)
Pension Capilal Accounts 52,255 0.00% (1) 0.00% (1) - 525, 535
(EPP & PTP) 3.00% (2) 3.00% (2) -
Pension Capital Accounts 12,413 0.00% (1) 0.00% (1) 535
{GMP VGPPP, Penfund 3.00% (2) 3.00% (2)
and TTP}
Deposit administration 43,798 3.00% 3.00% 545 555
(VGF, CPP and Plan32)
a5



Bonus series 31.12.2007 31.12.2007 31.12.2008

31.12.2007  Product
Baslc Reverslonary Reversionary Total code
mathematlical bonus bonus guaranteed
reserve Bbonus
£000 % % %
With-prolit 5620 deferred 1,477,854 0.00% 0.00% - 185
annuities {SERP) ]
Life Convenlional With- 53,943 0.00% 0.00% - 100, 120,
proht 185, 205
Profit Sharing Account 428,500 0.00% 0.0% - 155
(EPP and PTP)
Noles:

1. Bonus rale applies I Initial units where applicable,
2. Bonus rale applies to ordinary units where applicable.

The bésic mathemalical reserves In the above tables are the gross mathemalical reserves
calculated in accordance wilh paragraph 4 and exclude the special reserves and capital

requirements delailed In paragraphs 5 lo 8.
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National Provident Life Lim[ted

Appendlx 9.4A
Abslract of valuallon raport for realistic valuation

#
e
3

)

(2}
3
4
(5)

Introduction
The date to which the acluarial investigation refates is 31 December 2007.
The date of the previous valuation was 31 December 2006,

Sinca the previeus valuation date, an interim valuation was carried oul at 30 Juna 2007

Assets

A matket-conslsienl valuation was used to delermine the value of future profils on nen-profit insurance
conltracts wrilten within the National Provident Life Limited Fund. The zero coupon curve used for this
valuallon as at 31 December 2007 is sel oul belaw, logether with comparalive figures as al 31
December 2006: :

Implied zero curve (gills + 10bp)

Year Zero curve
31 December 31 December
2007 2006

1 4.55% 5.42%

2 4.50% 5.H1%

3 4.54% 5.30%

4 4.59% 521%

5 4.63% 5.15%

10 4.60% 4.83%

15 4.65% 4.71%

20 4.57% 4.48%

25 4.47% 4.26%

30 4.3%% 4.10%

35 4.31% 3.98%

40 4.24% 3.89%
Not applicable.
Mot applicable.
Not applicable,
Nol applicable.
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With-profits benefits reserve labililies

A retrospective melhed has been used to calculate the wilh-profits benefits reserves for all significant
dasses of with-profits insurance contracls. This method is the caleulation of an assel share,

Mathed 1; For conventional with-profits pelicies he asset shares are calculated by accumulaling the
premiums paid at the Investment relum applicable to the with-profits fund, less the expenses inclired.
Deductions are made for lax wiiere applicable. An adJustment Is made for the expecled dealh slkrains
or surpluses whera applicable. No other "miscellaneous™ surpluses are credited lo the asset shares as
these accrue to the Estale.

Method 2: For unilised with-profils, capital account and deposit adminlstration policies the asset
shares are calcufated by accumulaling the allocated premiums (i.e. after the allocalion rate and the
bid-oifer spread have been applied} at the investment retum applicable to the wilh-profils fund.
Deduclions are mado for the charges that would apply on the unitlinked counterpart of the product.

The following table shows the melhod used lo calculale the with-profits benefits reserve for each class
of product and (ha amount of the wilh-profils benefits reserve and the fulure policy related Uabilities for
each class:

Product class Method  With-profits Future

henefits policy

reserve, ralated

Emlllion llabilltles,

£million

Conventional with-profil fife 1 52 8
Conventional with-profit pensions 1 1,220 787
Accumulating wilh-profit life 2 325 0
Accurnulating with-profit pensions 2 1,790 41
Capital AccountDeposit Administration 2 i19 16
Total 3,506 853

The fulure policy redated lishilities shown at line 49 in Form 19 also include allowance for financing
costs of £336 miflion and £24 milion of other fong-lerm insurance liabilities.

Nol applicable,

With-profits benefits reserve — retros pective method

(a) 100% of the wilh-profits benefils reserve (hat has been calculated using a retrospective metied
has been calculated on an individual basis, ’

(b) Not applicable,

{c) Nol applicable.

(a) For SERP and conventional endowmeat products a deduclion or credit has been made (o the with-
profils benefils reserve for the expected death skains or surpluses ansing from the difference
between the amounl payable on death and the with-profits benefits reserve.  These
deduclionsicredits are calculaled annually using AM/FI2 mortality factors. This change brings lhe

* calculation of the wilhi-profils benefits reserve inlo line with the actual assel share calculations lo
datermine payouls in line with the Principles and Practices of Financial Management.
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(b) Not applicable.

(3} The Scheme of Transfer effected at Ihe time of the demulualisation, t Janrary 2009, specifies the
calculation hasis for determining the aggregate expenses lo be charged lo the fund in respect of
adminlsiration and iavestmenl management. The adminislration expenses are expressed as an
amount per policy or per benefit, with the policy and benefit counls calcuiated as at 1 July each year.
Investment managemenl expenses are expressed as a percentage of funds under managemenl.
Expenses Lhal are not deemed ta be adminlstration or Invesimenl management expenses can only be
charged to the fund if deemed appropriate by the Nalional Provident Life Limited Actuarial Function

Holder.

{a) The calcudation of Ihe adminisiration expenses chargeable lo lhe fund was lasl performed as al 1 July

2007,

{b) The calculation of the adminlsiration expenses chargeable to the fund Is performed annualty.

{c) () Mo expenses were ldentified as inilial expenses.

(A} A table of maintenance expenses allocated to the with-profits benefit reserves during 2607:

Maintenance Investment
axpenses, management
Emition expen'ses,
£miillon

Conventional with-profit life 0.7 01
Gonvenlional with-profit pensions 49 16
Accumulating with-profit life 0.9 o4
Accumulating with-profit pensions 14.8 24
Capilal Accoun{Deposil Adminislralion 0.3 0.2
Total 22,1 4.7

‘The maintenance expenses above are in line with Schedule 2C scheme.

{iily For products where the wilh-profits benefits reserve is calculaled using method 1 above, the
axpensas charged lo individual with-profils benefits reserves are lhe meintenance expanses
expressed as per policy amounts, logether wilh investment management expenses expressed
as a percenlage of the with-profits benefits reserves. The maintenance expenses vary by

product fine, as sel out in the Scheme of Transfer.

For products where the wilh-profits benefils reserve Is calculated using method 2 above, an
allowance for expenses is made through the annual management charge expressed as a
percenlage of the with-profits benefits reserves rather than the per palicy amount set out in

the Schedule 2C scheme.

(v} The following lable shows the expense amounis charged lo lhe fund in addition to the
administralion expenses and investment managemen fees, None of these expenses were

charged to the wilth-profils benelfils reserves.
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Additional expenses,

£m
Audit fees 0.242
Ragulatory fees 0.747
Securilised loan/Bank of reland administration costs 0.524
Fees for Independent members of the Supervisory Board 0.095
SBalary for the AFH plus secretary 0.293
Charges including professional indemnity fee 0.034
Reciprocation costs wilh Premler Pension Trustees on 0.070
business within NPLL )
Total 2.005

A charge of 2% was deducted from lhe with-profils benefits reserves during the financial year and held
in an eammnarked account in accordance wilh the management actions described below. Smoolhing
charges of £7 million (2008: £14 miflion) were deducted from the with-profils benefits reserves during
the financial year.

No charges were deducted from the with-profiis benefits reserves in respect of non-insurance risk.

The ratio of the tolal claims paid on with-profils insurance contracts lo the with-profils benefits
reserves pius_ (or minus) any past miscellaneous surpius (or deficit) atlribuled to those clzims wera:
112% for 2005, 110% for 2006 and 106% for 2007.

The investment relum {before lax and expenses) alocaled to the with-profits benefils reserve {other
than Capilal Account and Depesit Adminisiration business) in respect of lhe financial year was -0.09%.
The investment reluin alfocated lo the with-profils benefils reserve for Capital Accounl and Depaosit
Administration business In respect of the financlal year was 2.14%. The Investment retum in respect
of Gapilet Account and Deposit Administration business is calculated from the assels hypothecated to
[hat business,

With-profits benelits ros'erva—proslaecllve method
Nol applicable, '
Mot applicable.

Cost of guarantees, options and smoaothing

(a} The cost of all guarantees, options and smoothing have been calculated using a full stochastic
model approach.

(b} (f) None

(i} 100% of the with-profils Insurance conlracts for which costs have been valued have been
valued on a grouped basis. .

(if) The individual policies have been grouped in & manner consistenl wilh the methods used In
practice to delemine reversionary and lerminal bonuses and MVAs. There are separale

20




groupings for product lines thal have separale bonus series or have separate lerminal banus
scales. Product lines where the tenminal bonus scales are determined in practice according
to the policy year of enlry are grovped accordingly.

The foflowing labla sets oul the grouping cnieria used for each product class:

Product class Grouplng criterfa

H Conventional with-profit lifa Enlry year and maturity year
Convenlional with-profit pensions Enlry year, maturily yaar, age at maluty

£ and premium paymenl type

£ Accumulating wilth-profil kife Entry year
Accumulating with-profil pensions Maturity year and ago at maturity

{ Capital Accounl Malurity year and age at maturity

* Deposit Adminfstration Maturity year

In tolal there are 414,884 individual policies and members of group schemes, which have
been grouped together inlo 4,906 model points,

Ao

Tha grouplng Is vaildated by comparing a deterministic projection of all cashfiows arising from
the business using grouped dala with an independent projection using the individual dala.

&

%T {c) Not applicable.
&
{3) Nolapplicable.
;—: ) (4)  (a) (i) The main conlraclual guarantee costs valued are:
’ - Lump sum benefits, where the sum assured and attaching reversionary bonuses, plus any

i guaranleed or discretionary future reversfonary bonuses, payable either at maturity, dealh or at
points where no MVA can be applied. Some of these guaranlees are in the money and others
are oul of the monay, depending on lha date Lhal the premium was paid.
Pelerred annuily benefits, where lhe conlract is wiilten as a basic deferred annuity plus

. allaching reversionary bonus at vesting. This guaranleg applies to the SERP policles. These

i guarantees are largely in the money.

The Pension Transfer Plan product includes, for a large proportion of cases, a commitment lo
pay a pension of at least the amounl of the altaching Guaranteed Minimum Pension. These
guarantees are [argety in the money.

The non-conlraciual guarantee costs valued are:

Tha Mertgage Endowment Fromise where National Provident Life Limited will pay an amount
at least equal lo the mortgage the policy was originally taken out to cover, subject fo certain
conditions on the fund’s inveslment performance. Thesa guaranlees are [argely in the money.
The costs of inancial oplions relate to:

Guaranteed annuity rates applying on Deposit Administration business, where a guaranteed

annuity rate specified in the conlract can be applied at retirement lo conver! the cash benefits
into annuily benefils. Generally, these annuity rate guarantees are in the money. In addition,

H



the cosls of financial oplions Includes the value of the guaranteed cash factors on SERP,
where the conlracls are wrillen wilh a guaranteed rale of conversion from annuity lo cash.
These converslon options are significanlty out of the money.

There are no smoolhing costs assumed in accordanca with Nalional Provident Lifa Limited's
policy of largeling payouls al 100% of assel share.

(i) The assel model assumes that:

The asset model used was the Barra & Hibbert market conslsienl assat medel which assumes
that:

The inferest rale calibration process 1s as follows:

¢ Inlerest rates follow an annual LIBOR market moded on gills + 10 basis polnts.

¢ The Initial yield curve is a direct Inpul fo the LIBOR Markel Model. An initial corve is
derived by fitting a smooth cuive to the available markel rales. Secondly, the votalility of
forward rales are calibraled using Hull-White's approximation lo fit lo market 20 year at-
lhe-money swaption volaliities.

The equity model has been calibraled lo implied volalililies on atdhe-money FTSE
optiens. As equity returns are cakulaled in axcess of the short-erm interest rate, the
slochaslic inferest-rate model inlroduces a lerm structure of implisd volalility (even though
he excess volafiity is fixed). In lhis calibralion the 10 year malurity option has been
targeled, and adjusted for this stochastic interast rale effect

It is not cwrrenlly possible te cbserve meaningfuf oplion prices for the property market
from which implied levels of property volalility can be derived. A best estimate of levels of
velallilies has therefore been used in lhe markel-consistenl cefibration. Ideally, the
vglaliity parameler would be sat lo refiect the prices of long-lerm al-the-money property
oplions. However, since this markel s in its infancy, the parameter has been set lo 15%
based on analysis of hisloric volallity of properly indexes. As properly relums are
calculaled In excess of the shori-term interest rate, the stochaslic interest rale mode!
intreduces a term slruchure of implied volatility {even though the excess votalility Is fixed).

¢ The corporale hond process fs calibrated using a besl-esBmale of long tenm transition
probabilities, spread volatilities and corporale bond spreads at 31 Decernber 2007. To fit
the model, the fit ks targeled lo a 7 year A rated bond enly,

The folfowing lable shows the market data used (o calibrate the equily process.

Implied volatility of al the money FTSE-100 put oplions (%)

Option Term 1year 2years 3years 4years 5years
31 December 2007

2100 2170 2250 2390  23.60
Source: Barrie and Hibbert

The correlation assumplions vsed are Kisled in the table below. These assumptions are set
based on historic data on the correlation between equily and property and long daled bond
price movements, rather than derived directly from market instrumenls, as there are few
Instruments whose price is significanlly affecied by the assumgption,
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Corrslation faclors between asset classes

Equity Property Government Nominal
bonds short-rate
Equitles 100% 15% 1% -14%
Property 100% 10% -1%
Government bonds 100% -97%
Hominal short-rate 100%

Source: Bamrie and Hibberl

(i#) The 'following lable shows the annualised compound equivalent of the risk free rale assumed
for each duralion and values derived from the asset model of specified assets/oplions:
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{iv} For the puposes of calculating a net of tax retum, the equity dividend yield has been sal lo
3,78% and the property rental yield fo 3.78%.

{v} For lhe purposes of INSFRU 1.3.63R there are no significant averseas temitories,

(v} The average oulslanding duralions of significant guarantees by main praduct type are shown
in the tabla below:

Product type Qutstanding duration

. of guarantees {ysars}
Endowments 3
SERP 17
UWP Bonds 4
LIWP Penslons 10
Piofit Sharing Account 6
_Capilal Account/Deposil Administration -6

Tha fit of the asset model lo specimen swaptions and put options is demonstrated below:

Ratlo of simulated swaptlon values to pseudo swaptlon prices

Option maturity Swap lenath

10 years 15 years
10 years 104.2% 103.8%
15 years 101.6% 100.2%

Note: The figures aré based en swaptions consistent wilh the gilts + 10bp risk free rate and
market swaplion volatiliies as opposed lo swap rates and swaplion volatiliies.

The lable above demonslrales Lhat the scenarios can be used io reproduce market prices of
swaplions at lhe average culstanding durations of significanl guaraniees. .

(vii) It was demonslrated thal the scenarios used are arbitrage free up lo suilable simulation
emor. In amarket-conslslent model, the expected value {or average discounled value} of £1
invesled in a traded assel (e.g. cash, bongs or etilies) equals £1 {the "one=one" test). The
observed emar was small and the scenarios are considered fo have passed tha no-arbitrage
lest.

{vii} Simulalions were performed using all 2,000 scenarios from the scanario fe. This will aliow
- reasonable convergence of lhe results as can be gauged from the validation test descibed
in {a} {vii) above,

In addilion the validation process performed a furlher tost to check that the market prices of
relevard traded instruments can be replicated. This validation lesl requires that the
scenarios themselves can be used lo reproduce (by stochastic simufation) markel prices.
This was lested separalely for swaptions, equity oplions and the initial yield curve, The
observed efrors are small, showing thal the simulation precess does not introduce
significant additfonat emor over and above that arising from lhe calibration process. Itis not
passidle to illustrate the fit of the property scenarios to market dala; however, the i of the
properly volatility assurnplion has also been validated.

{b) Nel applicable.

{c} Nel applicable.
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{a) The managemen! actions implemenled within lhe model as al 31 December 2007 slipulale

thal any asset share charge in each year would bo equal to any realistic basls deficl
assuming no management actions were 1o be applied. For the purpose of realistic balance
sheal, we have assumed a maximum charge of 2.5% of asset shares. No other management
aclions were assumed.

Any charges lo asset shares will be accumuated in a separala account, the “manageiment
aclion account”, which will not be used to pay for guaranlees unless the overcoat has been
exhausted. The management action charge account could also be used lo pay for the
Financing costs, but only if lhe cash eslate is exhausted.

This treatment of charges means that the balance of the management action account would
be rebated lo assel shares if il laler became apparent that the prior year's charges had been
{oolarge. The management action accounl is considered as a conlingent &ability; effectively
an ameount payable fo assel shares and hence lo policyholder benefil.

(b) The eslimated proportions of equities (both L'JK and noa-UK) backing the with-profits benefits

reserves are as follows:

3 3 3
December December Decamber
2006 2011 2016
Proportion of equities backing with-profils 0% 0% 0%

benefits reserves

. These proportions apply in each of the thvee scenarios.

Curren! reversionary bonus rales on UWP Life business are 3% on Series | unils and 0% on
Series I to Series VIl units. Current reversionary banus rales are 4% on Pensions WP
Series | ordinary unils and 0% on both Pensions UWP Series | Initial mils and Ssries I
ordinary units. These rales are not expecied ‘o change in lhe future and lhe modeding
assumes hat this Is the case.

a7



Persistency assumptions used lo delermine the costs of guaranleas, options and smoothing are
sat oul in the lable below:

Preduct Average lapse / surrender / paid up
rate for the policy years
All Durations
CWP. savings Surrender 4.00%
endowment
CWP larget cash surender 4.00%
endowmenl
LIWE bond suirender 18.07%
UWP bond aulomatic 100% of cumrent
withdrawal .
CWP penslon EuP 0.00%
regular prémium i
CWP penslon sumender 2.52%
regqular premium
CWP pension suiTender 2.52%
__single premum
UWP indiv PUP 2227%
pension regular
premium
UWP indiv : surender i . 7.56%
pension regular
premium
UWP Indiv surrender 7.56%
penslen singla
premium

The slochastic model uses lhe simplified assumption for SERP business that all retirements are
assumed to occur at age 65, or if the policyholder is already aged aver 65 al the valuation date,
then retirement is assumed o take Pace al age 70. Above aga 60 na strenders are assumed.

For olher products retirements are assumed lo take place at the no-MVA date (nomally 65)
unless the palicyholder has spedified a particular retirement dale,

100% take up rate Is assumed on all guaranteed annuity options or guaranteed conversion
oplions.

For With Profit Bond Seres 5, where a no-MVA guarantee applies on the 10t palicy

anntversary, an additional 70% of the policyholders are assumed to surrender their policies al
lhal date, .
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The annuitant mortatity assumplions used are:

Male lives: 120% RMV92 with an average of medium and long cohort impravement laclors with a
fioor of 3% per annum al age 60 reducing to a floor of 0% per annum at age 110.

Femals lves; 120% RFV92 with an average of medium and long cohort improvement factors with
a fioor of 3% per annum at age 60 reducing 10 a floor of 0% per annum at age 0.

For most prodiicl fines the guaranlees are cumrently in the money, and have been so fbr a
number of years. Therelore the persislency assumptions in (6) are appropriale and no additional
policyholder actions are warranted.

Financing costs
Tha fulure policy relaled liabililies also inciude allowancs for two financing amangements:

Secwrilised Yoan:

Fulure profits from a particular block of accumuiating with-profils and unit linked business have
been securilised. The repayments follow a fixed payments schedule untit 2023 and are mel from
the swpius arising on tha securiised biock of business. The nominal amounl oculstanding
currenlly stands at £189 million, which Inciudes inlerest payments calculaled al 7.39189% and
7.5873% for the Class A1 and A2 bonds respectively. The stochastic model tests whether the
surplus on Lha appropriate classes of business fs suficient lo meet the scheduled payment, and
the cashllows are lhen discounled using the scenario specific discount rales. The expecled
market consislent value of the amounts to ba repald is £212milion.

‘Conlingent loan:

Al tha ime of the demuiualisalion In December 2000, £600 million of capilal support, was
provided by Pear! to the Mational Provident Life Limited Fund.

Repayments of capital and of the accumulated investmen return are made according o a
formula in the Scheme, but cnly to the exlent that a “deficit™ has not ansen. A deficit In Lhis
conlext exists when, and lo the exient that, in the opinion of the Actuarial Function Holder, the
admissible value of the assels In he long-term fund falts short of the grealer of:

{a) The Babikities in the long lenn fund; and

{b) Amounts determined by Lhe Actuarial Function Holder as necessary lo ba held in the long
term fund lo meet Policyholders Reasonable Expeclations (PRE) and o manage the fund in
accordance with Ihe Principles of Financial Management (as described in lhe Scheme).

Support charges of up to 1.75% per annum are payable provided there is a Form 58 swiplus
arising or there would be a surplus arising but for [he payment of the support charge.

The: leiad amount of the contingent loan drawn down as at 31 December 2007 was £671,679,000.

Currenlly no repaymenls of capilal or of accumulated inveslmenl relums are being made.



The stochastic model assumes thal repayment occurs in accordance wilh the rules governing the
repayment as set oul In the Scheme. The expected amount o be repaid is £21 million, this
amounl exdudes the support charges,

There is a further financing arrangemant within the fong term fund, which does not form part of
Ihe future poiicy relaled liabilities,

Earmarked portfolio:

The earmarked portfolio Is a pool of assels provided by Lhe shareholder which have been placed
In lhe longlerm fund. This portfolio is not avallable for distribufion lo the wilh-profils
policyholders as disiributable estala, £65 million of this earmarked portiolio Is subject lo a
financing charge of 4.25% per annum.

Other long-term Insurance liabllities

The amount in Form 19 Line 47 represents Oabilities in respect of: -
. polential FSCS levies;
. the resorva in respec ol culstanding premiums;

L] the rasec;ve In respect of MVAs on Portfolio Bond 1 swilches on business reassured
lo Pearl Assurance plc where the National Provident Life Fund cannot pass Lhis cost
onta ihe pelicyholders; and

. the polential amount of future lax and investment expenses charged fo the eslate.

Reallstic current llabilitles
The amount kn Form 19 Line 51 Is ha figure in Form 14 lina 49 adjusted for the fofiowing ltems:

s reduced by the figure in Form 14 line 34 in respect of lhe subordinaled debl which is
modelled in the slochastic model;

L] reduced by lhe accruals in respect of the financing amangements, to tha exlent that
these ara included In the slochastic madel,

Risk capltal margin

{a) The risk capital margin for National Provident Life Limiled al 31 December 2006 was £112.8
rnflion.

The most onerous scenario for National Provident Lifa Limited Is thal which combines:




(i) The percentage changes in the market value of equilies and real estate for the purposas
of the markel risk scenario for UK assels wera 20% and 12.5% respeclively. A fall in lhe
market value of these assets was lhe more onerous in each case.

" Thera were no signii'icant lermitories for the purposes of INSPRU 1.3.62R{1}(b).

(i} The nominal change In yields assumed for fixed fnterast securities for the purposa of the
markel risk scenario for UK assels was 0.80%. This represenled a change of 17.5% in
the lavel of Lhe Jong-lenm gt yield from a level of 4.55%. A fall in the levsl of yields was
the more onerous change.

Thera were no significant termilores for the purposes of INSPRU 1.3.62R{1){b).

(i) The average increase i spread lor bonds (welghled by value) that resuited from applying
the credit risk scenario lo the with-profils sub fund’s assels was 52 basls poinls,

(a) The change In value for the with-profils sub fund bond assets was a 4.3% fall in
assel valueg,

{b) Not applicable.
{c) Not applicable.
{d} Nol applicable,
(@) The change in value for the with-profits sub fund olher assels was a 4.6 % fall in

assel value.

() The persistency risk scenario resulled in a 1.5% increase in lhe realistic value of
tabilitias.

" {v} Nol applicable.

{b} @) Mo additional management aclions other than those described In 6{5}a) above were
assumed for the purposes of calculating the risk capital margin,

(ii} Not applicable.
{fd) Mol applicable.
{f¥) Not applicable.
{¢) (i) Assals within the long-lerm fund cover £70 million of the risk capilal margin.
{ii} The: assels of lha Shareholder Fund are available lo support the sofvency of the leng-lerm
fund. Should the working capital become negative, shareholder assels would be
lransfemred into the long-lerm fund, ln an Eammarked Portfelio subject lo an underlaking

given by Nalional Provident Life Limited to the FSA. As at 31 December 2607 lhe
Earmarked Porifolio stood al £30 million,
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Tax

{i} For assels backing the with-profils bensiits reserve, policyholder laxes are calcutaled on an -
E” lax basis applicable lo BLAGAB business and deducted from (he wilh-profils benefil
reseive, Tha lax rale assumed was 20% on savings income, rental income and indexed
capital galns. Tax rellef on expenses has been assumed lo be at 20%. No lax is assumed on
pensions business.

(i) Alowanca s made for the "i-E” tax due on assets needed lo back the excess of reafistic
liabiiilies over and above the with-profils benefils reserva and s included in the other kng
lerm Insuranca Eabflitios shown in Form 19 iine 47, :

(iii} The aMlowance made for lax on Lhe assels backing realistic current Habitities Is simfar to that -

outiined in (1) above.
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2.

Derivatives

Tha fund holds a number of steding recelver swaptions executed with Goldman Sachs

Inlemational and UBS AG. Thea lable betow contains a summary of tha trades.

Company Hotional Strike level Maturity date Explry date
amount, E000s
uss 105,320 5.05% - 5.10% 2008 2023
UBS 16,000 4.99% - 5.03% 2008 2024
G5 114,000 6.00% 2009 2024
ues 53,120 4.93% - 4.98% 2010 2025
GS5I 814,800 6.00% 2010 2025
uss 52,800 4.88% - 4.92% 201 2026
G3) 96,240 5.00% 2011 2026
uas 53,000 4.83% - £.97% 2012 2027
GSl 121,540 6.00% 2012 2027
UIBS 32,800 4.79% - 4.82% 2013 2028
GSl 86,320 6.00% 2013 2028
Las 26,000 4T74% - 4.77% 2014 2029
uBs 70,000 6.00% 2014 2029
uBs 22,200 4.70% - 4.73% 2015 2030
uss 80,000 _B00% 2015 2030
uas 108,000 6.00% 2016 2031
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The fund also holds a number of inlerest rate receiver and payer swaps executed wilh UBS,
Deulsche Bank and Morgan Stanley. The table bolow contains a summary of the rades.

Nominal PayiRecelvy
Security name amount e Strika level Maturity
£s % Date

DB Swaps 310,000,000 Recelve 5.31 23/06£2008
UBS Swaps 141,500,000 Receive 4,7050 1741 2/2008
DB Swaps 39,000,000 Receiva 6.292 22/06/2009
UBS Swaps 130,100,000 Receive 4.6930 16/12/2009
UBS Swaps 147,200,000 Receive 4.8720 161212010
DB Swaps 93,000,000 Recaiva 6.255 21/06/2011
UBS Swaps 152,100,000 Recelve 4.6550 211220114
DB Swaps 53,000,000 Recelve 8.21 21506f2012
UBS Swaps 119,300,000 Receive 4.6380 19122012
UBS Swaps 840,000,000 Receive 5.0070 19/06/2013
DB Swaps (777,000,000 Pay 6.16 210612013
UBS Swaps 110,600,000 Racelve 4.6210 18122013
DB Swaps 132,000,000 Receive 6.102 23/106/2014
UBS Swaps (55,600,000) Pay 4,6180 171122014
DB Swaps 155,000,000 Recsive 6.047 22/06/2015
UBS Swaps (130,600,000} Pay 4.5960 16H22015
UBS Swaps 315,000,000 Receive 4.9400 15/06/2016
DB Swaps {178,000,000) Pay 5.9925 21/06/2016
DB Swaps (267,000,000} Pay 59375 2110672017
UBS Swaps 117,100,000 Recelve 4.5400 200122017
UBS Swaps 437,000,000 Receive 47820 1911212018
UBS Swaps (348,700,000) Pay 4.4840 16M2/2020
UBS Swaps 22,505,000 Receive 4.9150 15272021
UBS Swaps 21,250,000 Recsive 5.0240 16/03,2022
UBS Swaps 5,000,000 Receive 5.6750 150642022
DB Swaps 208,000,000 Receive 5693 21/06/2022
MS Swaps (191,700,000} Pay 4.407 180672025
UBS Swaps (80,300,000) Pay 4.4130 1711212025
UBS Swaps {190,000,000) Pay 4.7080 171062026
UBS Swaps (3B0,000,600) Pay _ 4,7080 11106/2026
DB Swaps 69,000,000 Recei'va 5493 21/06/2027
DB Swaps 50,000,000 Receive 5398 QR062032
UBS Swaps (265,900,000) Pay 4.3490 18/12£2030
UBS Swaps (395,000,000}  Pay 46190 18/06/2031
DB Swaps 68,000,000 Receive 5.335 2110612032
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Nominal Payi/Receiv
Securlty name amount e Strike lavel  Maturity
£s % Date

DB Swaps 55,000,000 Receive 5.251 08/06/2092
UBS Swaps (164,000,000) Pay 4.3380 171272036
DB Swaps 54,000,000 Recelve 5.208 22/06/2037
DB Swaps 160,000,000 Receive 513 08/06/2032

. UBS Swaps 205,600,000 Receive 41770 2011212045
UBS Swaps’ (61,000,000} Pay 4.1040 20/12/2056
DB Swaps 42,000,000 Receive 4.883 . 2 MBR05T"

The fund also holds a number of RPI swaps execuled with Deutsche Bank. Thesa are
summarised in the lable below:

Security name Notional PayfReceive Strike lovel Maturily date
amount - '
Deulsche Bank Break 2.943.000 Retefve 3.07%pa 20/06/2008
Deutsche Bank Break 2.401.000 Receiva 3.07%pa 20/06/2009
Deulsche Bank Break 1.964,000 Receive 3.07%pa 20/08/2010
Deulsche Bank Break 1.815.000 Receive 3.07%pa 20/0872011
Deutsche Bank Break 3.463,000 Receive 3.093%pa 200062026
Deutsche Bank Break 3.056.000 Receiva 3.093%pa 20/06/2027
Deutsche Bank Break 2678.000 Recefve 3.093%pa 20/06/2028
Deutsche Bank Break 2.326.000 Receive 3.093%pa 20010672029
Deutsche Bank Break 2,001,000 HReceive 3.093%pa - 20/06/2030
Deulsche Bank Break 1,440,000 Receive 3.093%pa 200672032
Dewlsche Bank Break 1.199.000 Receiva 3.093%pa 20/06/2033
Deutsche Bank Break 984,000 Receive 3.093%pa 2Q0/06/2034
Dewtsche Bank Break 800,000 Recefve 3.093%pa 200672035
Deutsche Bank Break 646,000 Receive 3.093%pa 20/06/2036
Deutsche Bank Break 522,000 Receiva 3.093%pa 2(V06/2037
Deutsche Bank Break 426,000 Receive 3.093%pa 20/06/2038
Deutsche Bank Break 1,323,000 Receive 3.07%pa 2000612012
Deutsche Bank Break 1,077,000 Receive 3.07%pa 2000612013
Deulsche Bank Break 875.000 Receive 3.07%pa 2000612014
Deulsche Bank Break 710.000 Receive 3.07%pa 20/06/2015
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Security name Netional Pay/Receive Strike loval Maturity date
amount

Deulsche Bank Break 573.000 Receive 3.07%ba 20/06/2016
Deutsche Bank Break 459,000 Recaive 3.07%pa 2010672017
Deutsche Bank Break 364,000 Receive 307%pa 20/0672018
Deulsche Bank Break 287.000 Recaive 3.07%pa 20/06/2019
Deulscha Bank Break 224,000 Recaive 3.07%pa 20/06/2020
Deutsche Bank Break 173.000 Recalve 3.07%pa 2000672021
Deutscha Bank Break 131,000 Recaive 3.07%pa 2010812022
Deulscha Bank Break 99.000 Receive 3.07%pa 20/06/2023
Deulsche Bank Break 73,000 Receive 3.07%pa 2040612024
Deulsche Bank Break 52,000 Receive 3.07%pa 20/06/2025
Deutsche Bank Break 37.000 Reteive 3.07%pa 20/06/2026
Deutsche Bank Break 26,000 Receiva 3.07%pa 20/06£2027
Deulsche Bank Break 18.000 Receive 3.07%pa 20/06/2028
Deuischa Bank Break 12,000 Receive 3.07%pa 2040672029
Deutsche Bank Break 8,000 Receive 3.07%pa 20/06/2030
Deulscha Bank Break 5.000 Recelve 3.07%pa 2000672031
Deulsche Bank Break 3.000 Recsive 3.07%pa 20/06/2032
Deutsche Bank Break 2,000 Receive 3.07%pa 20/06/2033
Devlsche Bank Break 1,000 Receive 3.07%pa 20/06F2034
Deutsche Bank Break  * 20,709.000 Receive 3.093%pa 2040612008
Deutsche Bank Break 18,765.000 Receive 3.093%pa 20/06/2009
Deuische Bank Break 17.056.000 Receive 3.093%pa 20/06/2010
Deutsche Bank Break 15,498,000 Receive 3.093%pa 20/06/2011
Deutsche Bank Break 14.080.000 Receiva 3.093%pa. 20/08/2012
Dreutsche Bank Break 12.793.000 Receive 3.093%pa 20006/2013
Deutsche Bank Braak 11,634,000 Receive 3.093%pa 20/06/2014
Deutscha Bank Break 10,603,000 Receiva 3.093%pa 20/06/2015
Deutsche Bank Break 9,687,000 Receive 3.093%pa 20/06/2016
Deutsche Bank Break B8.846.000 Receive 3.093%0a 2000612017
Dewlsche Bank Break 8.060,000 Receive 3.093%pa 20/082018
Deulsche Bank Break 7.330.000 Receive 3.093%pa 20/0612019
Deulsche Bank Break 6,650,000 Receive 3.093%pa 2040612020
Deutsche Bank Break 6,022.000 Receive 3.093%na 2010672021
Deulsche Bank Break 5.441.000 Receive 3.093%pa 20/08/2022
Deuische Bank Break 4,800,000 Receive 3.093%pa 20/06/2023
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Securily name Notional Pay/Recelve . Strike lavel Maturity date
amount
Deutsche Bank Break 4.390.000 Receive 3.093%0a 20/06/2024
Deutsche Bank Break 3,908,000 Recelve 3.093%pa 204082025
Deulscho Bank Break 353,000 Receive 3.093%pa 20/06/2039
Deutsche Bank Break 293.000 Receive 3.093%pa 20/06/2040
Dewische Bank Break 245.000 Receive 3.093%pa 200872041
Dettsche Bank Break  206.000 Receive 3.093%pa 200872042
Deulsche Bank Break 173.000 Receive 3.093%pa *.20/08/2043
Deutsche Bank Break 146.000 Receive 3.093%pa 20/06/2044
Deulsche Bank Break 123,000 Receive 3.093%pa 204062045
Deulscl Brea Receive 03
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13, Analysls of working capltal

The iollowing table sels oul the slgnificant movemenis in the working cagital, shown in Form 19
line 68, from 31 December 2006 to 31 December 2007.

E£milllon
Woarklng capital at 31 December 2006 : ]
Roll forward .
Expected investment return on the value of the overcoat 4
Increase in earmarked assels 2
Meathedology changes:
Change of managemenl actions (40}
New economic scenario generator & other modelling 39
changes
Basis change:
Change in long lerm asset mix {20)
Revised perslslency assumplions {9}
Revised longevity assumptions ()]
Investment returns variance;
Property variance (10)
Variance due o change in credit spreads {49)
Variance on olher assat classes ]
Miscellaneous
Actual policy movements dilfering from expected 3
Reduclion In investment management fees S
Changa in benofit of management actions as
Impact of 2007 Assot Share charge 8
Adjusiment lo value of securitised foan liability 8
Coirection lo December 2006 expensa inflation 6
Miscellaneous movements kn the cash eslale 8
Unexplained 4
Working capital at 31 December 2007 70
14, Optlonal disclosure
Not applicable.
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Returns under the Accounts and Statemenls Rules

Certificate required by rule 9.34(1)

Natlonal Provident Life Limited

Global Business

Flnanclal year ended 31 December 2007

We certify that: -

1 {a)

{®)

(b}

{c}

(d}

I

J § Moss

the return has been properly prepared in accordance with the requirements in
IPRU{INS), GENPRLU and INSPRU; and

the directors are satisfied that &

(0] throughoul the financlal year in question, the insurer has comphed in alt
malerial respects with he requirements in SYSC and PRIN as well as lhe
provisions of IPRU(INS), GENPRU and INSPRU; and

(i) it Is reasonable lo believe that the insurer has continied so to comply
subsequenlly, and will conlinue so to comply in fulure.

in the direclors’ opinion, premiums for contracls of long-term business enlered into
during lhe financial year and the resuling income eamed are sufficienl, under
reasonable acluarial methods and assumplions, and taking nlo account the cother
financial resources of lhe insurer that are avaitable for the purpose, lo enable the
insurer to meet its obligations in respect ol those conlracls and, in particular, to
eslablish adequate mathematical reserves;

the sum of the mathematical reserves and the deposits received from reinsurers as
shown in Form 14, conslitute proper provision at the end of the financial year for the
long-lerm insurance business liabiliies {inclading all liabilities arsing om deposil
back arrangements, but excluding olher liabiliies which had fallen due before the
end of the financial year} including any increase in those liabidities arsing from a
distribubion of surplus as a result of an actuarial investigation as at that date into the
financial condition of the long-ferm insurance business;

lhe with-profits fund has been managed in accordance with the Principles and
Praclices of Financial Managemenl, as established, maintained and recorded under
COBS 20.3; and

lhe directors have, in prepaiing the returmn, taken and pald due regard to-

(i) advice from every actuary appointed by the insurer to perform the acluarial
function in accordance wilh SUP 4.3.13R; and

(i} advice from every acluary appointed by the insurer lo perform lha with-
piofits acluary function in accordance with SUP 4.3.16AR.

J S B Smith J R Cusins

Managing Direclor Director Director

Dale:lo March 2008
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Returns under the Accounts and Statements Rules

Independant auditers' report lo the directors pursuant to ruls 9.35
National Provident Llfe Limited

Global business

Financlal year ended 31 December 2007

We have examined the following documents prepared by the insurer pursuvant to the
Accounls and Slatements Rulss set oul In Chapler 9 of IPRU(INS) the Inlerim Prudential
Sourcebook for Insurers, GENPRU he General Prudential Sourcebook and INSPRU the
Prudential Sourcebook for Insurers (“the Rules™} made by the Financial Services Authority
under sectlon 138 of the Financlal Services and Markels Act 2000,

* Forms 2, 3, 13 1o 19, 40 (o 44, 48, 49, 56, 58 and 60 (including the supplementary
notes) ("the Forms™);

* the staleme required by IPRU(INS) rule 9.28 (the statement™; and
+  lhe reporis required by IPRU(INS) rule 9.31("the valualion reports™);
We are not reguired lo examine and do nol express an opinion on he following:
= Forms 486, 47, 50 lo 55, 57, 594 and 598 {including the supplementary notes};
* ke stalements required by IPRU{INS) rules 9,30 and 9.36; and
+  ihe cerlificale signed in accordance wilh IPRU(INS) rule 9.34(1)

This reporl Is made solely to the insurer’s directors, in accordance with IPRU(INS) rule 9.35.
Our examination has been underiaken so that we might slale lo lhe insurer’s direciors those
malters we are requirad by the Rules to slate 1o them in an auditors’ reporl and for no other
purpose. To the fullest exten! 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.

Respaclive responsibllities of the Insurer and Its auditors

The insurer is responsible for the preparation of an annusl refum (including the Forms, the
statement and valuation reporis) under tha provisions of the Rules. The requirements of the
rules have been modiffed by the directions referred lo In Supplementary note 0201. Under
IPRU(INS) rule 9.11 the Forms, the sfatement, and the valuatfon reports are required to be
prepared In the manner specified by the Rules and lo state falry the information provided on
the basis required by the Rules. The methods and assumptions delermined by lhe Insurer
and used lo perform the actuarial investigalion as set out in the valualion reports prepared In
accordance with IPRU(INS} rule 9.31 are required to reflect approprialely the requiements of
INSPRU 1.2 and 1.3. .

it is our responsibiity to form an Independent opinion as lo whelher the Forms, the slatement
and the vaiuvation reports meel lhess requirements, and to report our opinion to you, We also
report lo you if, in our opinkon, tha msurer has not kepl proper accounting records or if we
have not received all he information we require for our examination.
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Basis of oplnton

We conducled eur work in accordance with Practice Note 20 The audit of insurers in the’
United Kingdom {revised)' Issued by lhe Audiling Practices Board. Our work included
examinalion, on a test basis, of evidence relevant lo the amounts and disclosures in the
Forms, lhe slalement and the valuation reporls. The evidence included Ihat previously
oblained by us refating to the audit of the financial statemenls of tha insurer lor the financial
year on which we reported on 20 March 2008, It also Included an assessment of lhe
significant eslimates and judgements mada by the insurer in lhe preparation of the Forms, the
slalemenl and lhe valuation reports.

We planned and performed our work so as lo obtain all the information and axplanauons
which we considered necessary in order lo provide us with sufficient evidence lo give
reasonable assurance thal the Forms, the slalement and the valualion repoits are free from
material misstatement, whelher caused by fraud or olther regularity or error, and comply with
IPRU{INS) e 9.11.

In accordance with IPRU{INS} ruie 9.35{1A), to lhe extent that any document, Form,
slatemenl, analysis or repoit lo be examined under IPRU(INS) rule 9.35(1}) conlains amounts
or informalion abstracted from the acluarial invesligation performed pursuanl to IPRU(INS)
rule 9.4, we have oblained and paid due regard lo advice from a surlabfy qualified acluary
who is |ndependent of lhe insurer.

Cpinlon

In our opinlon:

(a) the Forms, the slalement and the valualion reports fairly stale the information provided
on the basis required by the Rules, as medified and have been propedy prepared in
accordanca with Lhe provisions of these Rules; and

{b) the methods and assumplions determined by lhe insurer and wvsed to perform the

actuarial investigation as sel oul in the valuation reporls prepared in accordance with
IPRU(INS) rule 9.31 appropriately reflect the requiremenis of INSPRU 1.2 and 1.3.

Emst & Young LL

Registered Audito
Lenden

Dale: ?AMaroh 2008

111



	FSA Return National Provident Life Limited 2007 additional pages
	FSA Return National Provident Life Limited 2007

