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Form 2
Statement of solvency - long-term insurance business
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Solo solvency calculation Company GL/
registration UK/ day month year Units
number CM
R2 1580284 GL 31 | 12 | 2008 £000
As at end of As at end of
this financial the previous
year year
1 2
Capital resources
Capital resources arising within the long-term insurance fund 11 71179 48415
Capital resources allocated towards long-term insurance business arising
outside the long-term insurance fund 12 260006 247711
Capital resources available to cover long-term insurance business capital
resources requirement (11+12) 13 331185 296126
Guarantee fund
Guarantee fund requirement 21 35858 36363
Excess (deficiency) of available capital resources to cover guarantee fund
requirement 22 295327 259762
Minimum capital requirement (MCR)
Long-term insurance capital requirement 31 107573 109090
Resilience capital requirement 32 31880 32370
Base capital resources requirement 33 2518 2231
Individual minimum capital requirement 34 139453 141460
Capital requirements of regulated related undertakings 35
Minimum capital requirement (34+35) 36 139453 141460
Excess (deficiency) of available capital resources to cover 50% of MCR 37 217947 205910
Excess (deficiency) of available capital resources to cover 75% of MCR 38 226596 190030
Enhanced capital requirement
With-profits insurance capital component 39
Enhanced capital requirement 40 139453 141460
Capital resources requirement (CRR)
Capital resources requirement (greater of 36 and 40) 41 139453 141460
Excess (deficiency) of available capital resources to cover long-term
insurance business CRR (13-41) 42 191732 154666
Contingent liabilities
Quantifiable contingent liabilities in respect of long-term insurance business 51
as shown in a supplementary note to Form 14
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Covering Sheet to Form 2

Name of insurer Clerical Medical Managed Funds
Global business

Financial year ended 31 December 2008

Date : 23 March 2009

Director

Director

Director

Form 2
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Form 3
(Sheet 1)
Components of capital resources
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Company GL/
registration UK/ day month year Units
number CM
R3 1580284 GL 31 12 2008 £000
General Long-term Total as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4
Core tier one capital
Permanent share capital 11 375500 375500 375500
Profit and loss account and other reserves 12 (70490) (70490) (56105)
Share premium account 13
Positive valuation differences 14
Fund for future appropriations 15
Core tier one capital in related undertakings 16
Core tier one capital (sum of 11 to 16) 19 305010 305010 319395
Tier one waivers
Unpaid share capital / unpaid initial funds and 21
calls for supplementary contributions
Implicit Items 22
Tier one waivers in related undertakings 23
Total tier one waivers as restricted (21+22+23) 24
Other tier one capital
Perpetual non-cumulative preference shares as o5
restricted
Perpetual non-cumulative preference shares in 26
related undertakings
Innovative tier one capital as restricted 27
Innovative tier one capital in related undertakings 28
Total tier one capital before deductions
(19+24+25+26+27+28) 31 305010 305010 319395
Investments in own shares 32
Intangible assets 33
Amounts deducted from technical provisions for 34
discounting
Other negative valuation differences 35 17337 17337 42755
Deductions in related undertakings 36
Deductions from tier one (32 to 36) 37 17337 17337 42755
Total tier one capital after deductions (31-37) 39 287673 287673 276641
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Form 3
(Sheet 2)
Components of capital resources
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Company GL/
registration UK/ day month year Units
number CM
R3 1580284 GL 31 12 2008 £000
General Long-term Total as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4
Tier two capital
Implicit items, (tier two waivers and amounts a1
excluded from line 22)
Perpetual non-cumulative preference shares 42
excluded from line 25
Innovative tier one capital excluded from line 27 43
Tier two waivers, innovative tier one capital and
perpetual non-cumulative preference shares 44
treated as tier two capital (41 to 43)
Perpetual cumulative preference shares 45
Perpetual subordinated debt and securities 46 100000 100000 100000
Upper tier two capital in related undertakings 47
Upper tier two capital (44 to 47) 49 100000 100000 100000
Fixed term preference shares 51
Other tier two instruments 52
Lower tier two capital in related undertakings 53
Lower tier two capital (51+52+53) 59
Total tier two capital before restrictions
(49+59) 61 100000 100000 100000
Excess tier two capital 62
Further excess lower tier two capital 63
Total tier two capital after restrictions, before
deductions (61-62-63) 69 100000 100000 100000
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Form 3
(Sheet 3)
Components of capital resources
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Company GL/
registration UK/ day month year Units
number CM
R3 1580284 GL 31 12 2008 £000
General Long-term Total as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4
Total capital resources
Positive adjustments for regulated non-insurance 71
related undertakings
Total capital resources before deductions
(39+69+71) 72 387673 387673 376641
Inadmissible assets other than intangibles and 73 56488 56488 80515
own shares
Assets in excess of market risk and counterparty
o 74
limits
Deductions for related ancillary services 75
undertakings
Deductions for regulated non-insurance related 76
undertakings
Deductions of ineligible surplus capital 7
Total capital resources after deductions
(72-73-74-75-76-77) 79 331185 331185 296126
Available capital resources for GENPRU/INSPRU tests
Avall_able capital resources for guarantee fund 81 331185 331185 296125
requirement
i I 0,
Avaﬂable capital resources for 50% MCR 82 287673 267673 276640
requirement
- - 5
Avall_able capital resources for 75% MCR 83 331185 331185 296125
requirement
Financial engineering adjustments
Implicit items 91
Financial reinsurance - ceded 92
Financial reinsurance - accepted 93
Outstanding contingent loans 94
Any other charges on future profits 95
Sum of financial engineering adjustments 9%
(91+92-93+94+95)
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Form 13
(Sheet 1)
Analysis of admissible assets
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Category of assets Total other than long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 1580284 GL 31| 12| 2008| £000 1
As at end of this As at end of the
financial year previous year
1 2
Land and buildings 11
Investments in group undertakings and participating
interests
. Shares 21
UK insurance dependants
Debts and loans 22
Other insurance Shares 23
dependants Debts and loans 24
. Shares 25
Non-insurance dependants
Debts and loans 26
) Shares 27
Other group undertakings
Debts and loans 28
o Shares 29
Participating interests
Debts and loans 30
Other financial investments
Equity shares 41
Other shares and other variable yield participations 42
Holdings in collective investment schemes 43 75000
Rights under derivative contracts 44
Approved 45 146398 228054
Fixed interest securities
Other 46 44136
Approved 47
Variable interest securities
Other 48
Participation in investment pools 49
Loans secured by mortgages 50
Loans to public or local authorities and nationalised industries or 51
undertakings
Loans secured by policies of insurance issued by the company 52
Other loans 53 707 599
Bank and approved credit & | One month or less withdrawal 54
financial institution deposits | wmore than one month withdrawal 55 720 15168
Other financial investments 56
Deposits with ceding undertakings 57
Assets held to match linked | Index linked 58
liabilities Property linked 59
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Form 13
(Sheet 2)
Analysis of admissible assets
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Category of assets Total other than long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 1580284 GL 31|12 | 2008 | £000 1

As at end of this
financial year

As at end of the
previous year

Reinsurers' share of technical provisions

Provision for unearned premiums 60
Claims outstanding 61
Provision for unexpired risks 62
Other 63
Debtors and salvage
) ) ) Policyholders 71
Direct insurance business
Intermediaries 72
Salvage and subrogation recoveries 73
) Accepted 74
Reinsurance
Ceded 75
due in 12 months or less 76
Dependants
due in more than 12 months 77
due in 12 months or less 78
Other
due in more than 12 months 79
Other assets
Tangible assets 80
Deposits n_ot s.ub'Ject to time restriction on withdrawal with 81 217 90
approved institutions
Cash in hand 82
Other assets (particulars to be specified by way of supplementary
83
note)
Accrued interest and rent 84 2809 3799
Deferred acquisition costs (general business only) 85
Other prepayments and accrued income 86
Deductions from the aggregate value of assets | 87 |
Grand total of admissible assets after deduction of admissible
assets in excess of market risk and counterparty limits (11 to 89 269987 247711

86 less 87)
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Form 13
(Sheet 3)
Analysis of admissible assets
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Category of assets Total other than long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 1580284 GL 31| 12| 2008 | £000 1
As at end of this As at end of the
financial year previous year
1 2
Reconciliation to asset values determined in accordance
with the insurance accounts rules or international
accounting standards as applicable to the firm for the
purpose of its external financial reporting
Total admissible assets after deduction of admissible assets
in excess of market risk and counterparty limits (as per line 89 91 269987 247711
above)
Admissible assets in excess of market and counterparty limits 92
Inadmissible assets directly held 93
Capital resources requirement deduction of regulated related 94
undertakings
Ineligible surplus capital and restricted assets in regulated 95
related insurance undertakings
Inadmissible assets of regulated related undertakings 96
Book value of related ancillary services undertakings 97
Other differences in the valuation of assets (other than for 08
assets not valued above)
Deferred acquisition costs excluded from line 89 99
Reinsurers' share of technical provisions excluded from line 89 100
Other asset adjustments (may be negative) 101
Total assets determined in accordance with the insurance
accqunts rules or _mternatlonal accounthg standards_ as 102 269987 247711
applicable to the firm for the purpose of its external financial
reporting (91 to 101)
Amounts included in line 89 attributable to debts due from
related insurers, other than those under contracts of insurance 103
or reinsurance
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Form 13
(Sheet 1)
Analysis of admissible assets
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Category of assets Total long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 1580284 GL 31| 12| 2008| £000 10
As at end of this As at end of the
financial year previous year
1 2
Land and buildings 11
Investments in group undertakings and participating
interests
. Shares 21
UK insurance dependants
Debts and loans 22
Other insurance Shares 23
dependants Debts and loans 24
. Shares 25
Non-insurance dependants
Debts and loans 26
) Shares 27
Other group undertakings
Debts and loans 28
L Shares 29
Participating interests
Debts and loans 30
Other financial investments
Equity shares 41
Other shares and other variable yield participations 42
Holdings in collective investment schemes 43 150281 4088
Rights under derivative contracts 44
Approved 45 931421 732374
Fixed interest securities
Other 46 943412 1140459
Approved 47
Variable interest securities
Other 48 49484
Participation in investment pools 49
Loans secured by mortgages 50
Loans to public or local authorities and nationalised industries or 51
undertakings
Loans secured by policies of insurance issued by the company 52
Other loans 53
Bank and approved credit & | One month or less withdrawal 54 1988 122813
financial institution deposits | wore than one month withdrawal 55 75024
Other financial investments 56
Deposits with ceding undertakings 57
Assets held to match linked | Index linked 58 180736
liabilities Property linked 59 12307891 13744672
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Form 13
(Sheet 2)
Analysis of admissible assets
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Category of assets Total long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 1580284 GL 31|12 | 2008 | £000 10

As at end of this
financial year

As at end of the
previous year

1 2
Reinsurers' share of technical provisions
Provision for unearned premiums 60
Claims outstanding 61
Provision for unexpired risks 62
Other 63
Debtors and salvage
. . . Policyholders 71 332 356
Direct insurance business —
Intermediaries 72
Salvage and subrogation recoveries 73
. Accepted 74 10453
Reinsurance
Ceded 75
due in 12 months or less 76
Dependants
due in more than 12 months 77
due in 12 months or less 78 1457 7742
Other -
due in more than 12 months 79
Other assets
Tangible assets 80
Deposits n_ot s.ub'Ject to time restriction on withdrawal with 81 476 24049
approved institutions
Cash in hand 82
Other assets (particulars to be specified by way of supplementary
83
note)
Accrued interest and rent 84 32460 33671
Deferred acquisition costs (general business only) 85
Other prepayments and accrued income 86
Deductions from the aggregate value of assets 87 |
Grand total of admissible assets after deduction of admissible
assets in excess of market risk and counterparty limits (11 to 89 14550454 15945185

86 less 87)

10
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Form 13
(Sheet 3)
Analysis of admissible assets
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Category of assets Total long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 1580284 GL 31| 12| 2008 | £000 10

As at end of this
financial year

As at end of the
previous year

1 2
Reconciliation to asset values determined in accordance
with the insurance accounts rules or international
accounting standards as applicable to the firm for the
purpose of its external financial reporting
Total admissible assets after deduction of admissible assets
in excess of market risk and counterparty limits (as per line 89 91 14550454 15945185
above)
Admissible assets in excess of market and counterparty limits 92
Inadmissible assets directly held 93 708
Capital resources requirement deduction of regulated related 94
undertakings
Ineligible surplus capital and restricted assets in regulated 95
related insurance undertakings
Inadmissible assets of regulated related undertakings 96
Book value of related ancillary services undertakings 97
Other differences in the valuation of assets (other than for 08
assets not valued above)
Deferred acquisition costs excluded from line 89 99 85796 128100
Reinsurers' share of technical provisions excluded from line 89 100 55114 31212
Other asset adjustments (may be negative) 101 636369 351211
Total assets determined in accordance with the insurance
accqunts rules or _mternatlonal accounthg standards_ as 102 15327733 16456416
applicable to the firm for the purpose of its external financial
reporting (91 to 101)
Amounts included in line 89 attributable to debts due from
related insurers, other than those under contracts of insurance 103
or reinsurance

11
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Form 14
Long term insurance business liabilities and margins
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Total business/Sub fund 10 CMMF LONG TERM BUSINESS FUND
Units £000 As at end of As at end of
this financial the previous
year year
1 2
Mathematical reserves, after distribution of surplus 11 14404422 15858730
Cash bonuses which had not been paid to policyholders prior 12
to end of the financial year
Balance of surplus/(valuation deficit) 13 71180 48415
Long term insurance business fund carried forward (11 to 13) 14 14475602 15907144
Gross 15
Claims outstanding Reinsurers' share 16
Net (15-16) 17
o Taxation 21 4884
Provisions -
Other risks and charges 22
Deposits received from reinsurers 23
Direct insurance business 31
Creditors Reinsurance accepted 32 69861 38041
Reinsurance ceded 33
Secured 34
Debenture loans
Unsecured 35
Amounts owed to credit institutions 36
) Taxation 37
Creditors
Other 38 108
Accruals and deferred income 39
Provision for "reasonably foreseeable adverse variations" 41
Total other insurance and non-insurance liabilities (17 to 41) 49 74853 38041
Excess of the value of net admissible assets 51
Total liabilities and margins 59 14550455 15945185
Amounts included in line 59 attributable to liabilities to related companies, 61
other than those under contracts of insurance or reinsurance
Amounts mc_luded in line 59 attributable to liabilities in respect of property 62 12957111 13726143
linked benefits
Total liabilities (11+12+49) 71 14479275 15896771
Increase to liabilities - DAC related 72
Reinsurers' share of technical provisions 73 55114 31212
Other adjustments to liabilities (may be negative) 74 648340 356749
Capital and reserves and fund for future appropriations 75 145004 171684
Total liabilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose its external financial 76 15327733 16456416

reporting (71 to 75)

12
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Form 15
Liabilities (other than long term insurance business)
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Company GL/
registration UK/ day month year Units
number CM
R15 1580284 GL 31| 12 | 2008 £000
As at end of As at end of
this financial the previous
year year
1 2
Technical provisions (gross amount)
Provisions for unearned premiums 11
Claims outstanding 12
Provision for unexpired risks 13
Equalisation provisions Credit business 14
Other than credit business 15
Other technical provisions 16
Total gross technical provisions (11 to 16) 19
Provisions and creditors
Provisions Taxation 21
Other risks and charges 22
Deposits received from reinsurers 31
Direct insurance business 41
Creditors Reinsurance accepted 42
Reinsurance ceded 43
Debenture Secured 44
loans Unsecured 45
Amounts owed to credit institutions 46
Taxation 47
Creditors Foreseeable dividend 48
Other 49 9981
Accruals and deferred income 51
Total (19 to 51) 59 9981
Provision for "reasonably foreseeable adverse variations" 61
Cumulative preference share capital 62
Subordinated loan capital 63 100000 100000
Total (59 to 63) 69 109981 100000
s e I 9 e o lbites o et rers el gy
Amounts deducted from technical provisions for discounting 82
Other adjustments (may be negative) 83
Capital and reserves 84 160007 147711
Total liabilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose of its external financial 85 269988 247711
reporting (69-82+83+84)

13
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Form 16
Profit and loss account (non-technical account)
Name of insurer Clerical Medical Managed Funds
Global business
Financial year ended 31 December 2008
Company GL/
registration UK/ day month year Units
number CM
R16 1580284 GL 31| 12 2008 £000
This financial Previous
year year
1 2
Transfer (to)/from the From Form 20 11
general insurance business
technical account Equalisation provisions 12
Transfer from the long term insurance business
revenue account 13 (30000)
Income 14 11848 15971
. Value re-adjustments on
Investment income investments 15 5743
_Galns on the realisation of 16 4488
investments
Investment management 17
charges, including interest
Investment charges _Value re-adjustments on 18
investments
Loss on the realisation of
investments 19 290
Allocated investment return transferred to the general 20
insurance business technical account
Other income and charges (particulars to be specified
by way of supplementary note) 21 (4880) (6034)
Profit or loss on ordinary activities before tax
(11+12+13+14+15+16-17-18-19-20+21) 29 17199 (20354)
Tax on profit or loss on ordinary activities 31 4904 2894
Profit or loss on ordinary activities after tax (29-31) 39 12295 (23248)
Extraordinary profit or loss (particulars to be specified a1
by way of supplementary note)
Tax on extraordinary profit or loss 42
Other taxes not shown under the preceding items 43
Profit or loss for the financial year (39+41-(42+43)) 49 12295 (23248)
Dividends (paid or foreseeable) 51
Profit or loss retained for the financial year (49-51) 59 12295 (23248)

14
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Long-term insurance business : Revenue account

Name of insurer
Total business / subfund

Financial year ended 31 December 2008

Clerical Medical Managed Funds

10 CMMF LONG TERM BUSINESS FUND

Form 40

Units £000
Financial year Previous year
1 2
Income
Earned premiums 11 1914471 2155703
Investment income receivable before deduction of tax 12 657773 568096
It)r:(;rue;[;steirsgoe;:iisuegtin the value of non-linked assets 13 (56054) (80650)
Increase (decrease) in the value of linked assets 14 (1973064) 230629
Other income 15 13109 14119
Total income 19 556235 2887898
Expenditure
Claims incurred 21 1868140 2442329
Expenses payable 22 102299 111973
Interest payable before the deduction of tax 23
Taxation 24 17338 (13428)
Other expenditure 25
Transfer to (from) non technical account 26 (30000)
Total expenditure 29 1987777 2510873
Business transfers - in 31
Business transfers - out 32
Increase (decrease) in fund in financial year (19-29+31-32) 39 (1431542) 377024
Fund brought forward 49 15907144 15530120
Fund carried forward (39+49) 59 14475602 15907144

15
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Long-term insurance business : Analysis of premiums

Name of insurer
Total business / subfund

Financial year ended

Clerical Medical Managed Funds
10 CMMF LONG TERM BUSINESS FUND
31 December 2008

Form 41

Units £000
UK Life UK Pension Overseas Total Financial | Total Previous
year year
1 2 3 4 5

Gross
Regular premiums 11 13422 599807 613229 601555
Single premiums 12 510 1329293 1329803 1585125
Reinsurance - external
Regular premiums 13
Single premiums 14 28561 28561 30977
Reinsurance - intra-group
Regular premiums 15
Single premiums 16
Net of reinsurance
Regular premiums 17 13422 599807 613229 601555
Single premiums 18 510 1300732 1301242 1554148
Total
Gross 19 13932 1929100 1943032 2186680
Reinsurance 20 28561 28561 30977
Net 21 13932 1900539 1914471 2155703

16
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Long-term insurance business : Analysis of claims

Name of insurer
Total business / subfund

Financial year ended

Clerical Medical Managed Funds

10 CMMF LONG TERM BUSINESS FUND

31 December 2008

Form 42

Units £000
UK Life UK Pension Overseas Total Financial | Total Previous
year year
1 2 3 4 5

Gross
Death or disability lump sums | 11 10430 22933 33363 30624
Disability periodic payments 12
Surrender or partial surrender | 13 151 1667555 1667706 2193684
Annuity payments 14 841 126276 127117 122195
Lump sums on maturity 15 151 43915 44066 96138
Total 16 11573 1860679 1872252 2442642
Reinsurance - external
Death or disability lump sums | 21
Disability periodic payments 22
Surrender or partial surrender | 23 4112 4112 312
Annuity payments 24
Lump sums on maturity 25
Total 26 4112 4112 312
Reinsurance - intra-group
Death or disability lump sums | 31
Disability periodic payments 32
Surrender or partial surrender | 33
Annuity payments 34
Lump sums on maturity 35
Total 36
Net of reinsurance
Death or disability lump sums | 41 10430 22933 33363 30624
Disability periodic payments 42
Surrender or partial surrender | 43 151 1663443 1663594 2193372
Annuity payments 44 841 126276 127117 122195
Lump sums on maturity 45 151 43915 44066 96138
Total 46 11573 1856567 1868140 2442330

17
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Long-term insurance business : Analysis of expenses

Name of insurer
Total business / subfund

Financial year ended

Clerical Medical Managed Funds

10 CMMF LONG TERM BUSINESS FUND

31 December 2008

Form 43

Units £000
UK Life UK Pension Overseas Total Financial | Total Previous
year year
1 2 3 4 5

Gross
Commission - acquisition 11
Commission - other 12
Management - acquisition 13
Management - maintenance | 14 537 101762 102299 111973
Management - other 15
Total 16 537 101762 102299 111973
Reinsurance - external
Commission - acquisition 21
Commission - other 22
Management - acquisition 23
Management - maintenance | 24
Management - other 25
Total 26
Reinsurance - intra-group
Commission - acquisition 31
Commission - other 32
Management - acquisition 33
Management - maintenance | 34
Management - other 35
Total 36
Net of reinsurance
Commission - acquisition 41
Commission - other 42
Management - acquisition 43
Management - maintenance | 44 537 101762 102299 111973
Management - other 45
Total 46 537 101762 102299 111973

18




20032009:11:47:41

Long-term insurance business : Linked funds balance sheet

Name of insurer
Total business

Financial year ended 31 December 2008

Clerical Medical Managed Funds

Form 44

Units £000
Financial year Previous year
1 2
Internal linked funds (excluding cross investment)
Directly held assets (excluding collective investment 11 4432344 10364947
schemes)
Directly held assetg in collective investment schemes of 12 3345376 3425295
connected companies
Directly held assets in other collective investment 13 1250586
schemes
i i +12+
1’(3))tal assets (excluding cross investment) (11+12 14 9028306 13790241
Provision for tax on unrealised capital gains 15
Secured and unsecured loans 16
Other liabilities 17 32733 45569
Total net assets (14-15-16-17) 18 8995573 13744672
Directly held linked assets
Value of directly held linked assets 21 | 3312318
Total
Value of directly held linked assets and units held 31 12307891 13744672
(18+21)
Surplus units 32 54634 23314
Deficit units 33 3854 4785
Net unit liability (31-32+33) 34 12257111 13726143

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

Name of insurer
Total business

Financial year ended

31 December 2008

Clerical Medical Managed Funds

Form 45

Units £000
Financial year Previous year
1 2
Income
Value of total creation of units 11 1399415 2052883
Investment income attributable to the funds before 12 544448 450776
deduction of tax
_Increa;e (dgcrease) in the value of investments 13 (1973066) 231003
in the financial year
Other income 14
Total income 19 (29203) 2734662
Expenditure
Value of total cancellation of units 21 1328296 2331032
Charges for management 22 78559 87958
Charges in respect of tax on investment income 23 723 611
Taxation on realised capital gains 24
Increase (decrease) in amount set aside for tax on 25
capital gains not yet realised
Other expenditure 26
Total expenditure 29 1407578 2419601
Increase (decrease) in funds in financial year (19-29) 39 (1436781) 315061
Internal linked fund brought forward 49 10432354 13429611
Internal linked funds carried forward (39+49) 59 8995573 13744672

20
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Form 46

Long-term insurance business : Summary of new business

Name of insurer Clerical Medical Managed Funds

Total business

Financial year ended 31 December 2008
Units £000
UK Life UK Pension Overseas Total Financial Total Previous
year year
1 2 3 4 5

Number of new policyholders/
scheme members for direct
insurance business
Regular premium business 11
Single premium business 12
Total 13
Amount of new regular
premiums
Direct insurance business 21
External reinsurance 22
Intra-group reinsurance 23 159289 159289 176905
Total 24 159289 159289 176905
Amount of new single
premiums
Direct insurance business 25 82226 82226 162015
External reinsurance 26 1012 1012 1265
Intra-group reinsurance 27 1266117 1266117 1389208
Total 28 1349355 1349355 1552488

21
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Long-term insurance business : Analysis of new business

Name of insurer

Total business

Financial year ended

Clerical Medical Managed Funds

31 December 2008

Form 47

Units £000
UK Pension / Direct Insurance Business
Product Regular premium business Single premium business

code Product description Number of Number of
number policyholders / Amount of premiums policyholders / Amount of premiums

scheme members scheme members
1 2 3 4 5 6
765 Group managed fund 82226
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Long-term insurance business : Analysis of new business

Name of insurer

Total business

Financial year ended

Clerical Medical Managed Funds

31 December 2008

Form 47

Units £000
UK Pension / Reinsurance accepted external
Product Regular premium business Single premium business
code Product description Number of Number of
number policyholders / Amount of premiums policyholders / Amount of premiums
scheme members scheme members
1 2 3 4 5 6
735 Group money purchase pensions property linked 1012
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Long-term insurance business : Analysis of new business

Name of insurer

Total business

Financial year ended

Units

UK Pension / Reinsurance accepted intra-group

Clerical Medical Managed Funds

31 December 2008
£000

Form 47

Regular premium business

Single premium business

Product
code Product description Number of Number of

number policyholders / Amount of premiums policyholders / Amount of premiums

scheme members scheme members
1 2 3 4 5 6

400 Annuity non-profit (CPA) 107331
435 Miscellaneous non-profit HLL 1987 6579
725 Individual pensions property linked CMIGL 96562 1016217
735 Group money purchase pension property linked CMIGL 60740 24579
750 Income drawdown property linked CMIGL 65492
755 Trustee investment plan CMIGL 31215
905 Index Linked Annuity (CPA) 14704
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Form 48
Long-term insurance business : Assets not held to match linked liabilities
Name of insurer Clerical Medical Managed Funds
Category of assets 10 Total long term insurance business assets
Financial year ended 31 December 2008
Units £000
. . . Expected . Return on
Unadjusted Economic income fr_om Y|e_ld before assets in
assets exposure assets in adjustment financial year
column 2
1 2 3 4 5
Assets backing non-profit liabilities
and non-profit capital requirements
Land and buildings 11
Approved fixed interest securities 12 942435 942777 39611 3.59
Other fixed interest securities 13 964119 966945 61087 6.89
Variable interest securities 14 31786 1730 5.44
UK listed equity shares 15
Non-UK listed equity shares 16
Unlisted equity shares 17
Other assets 18 155273 120319 6270 5.21
Total 19 2061827 2061827 108698 5.26
Assets backing with-profits liabilities
and with-profits capital requirements
Land and buildings 21
Approved fixed interest securities 22
Other fixed interest securities 23
Variable interest securities 24
UK listed equity shares 25
Non-UK listed equity shares 26
Unlisted equity shares 27
Other assets 28
Total 29
Overall return on with-profits assets
Post investment costs but pre-tax 31
Return allocated to non taxable 'asset shares' | 32
Return allocated to taxable ‘asset shares' 33
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Form 49
Long-term insurance business : Fixed and variable interest assets
Name of insurer Clerical Medical Managed Funds
Category of assets 10 Total long term insurance business assets
Financial year ended 31 December 2008
Units £000
Value of assets Mean term Y|e'ld before Y'.eld after
adjustment adjustment
1 2 3 4
UK Government approved fixed
interest securities 1 663889 25.20 3.47 3.47
Other.a}pproved fixed interest 21 278888 16.11 3.90 3.90
securities
Other fixed interest securities
AAA/Aaa 31 348373 21.10 5.54 491
AA/Aa 32 316632 22.59 6.84 6.13
AIA 33 254147 18.94 8.19 7.18
BBB/Baa 34 40673 20.67 10.31 8.84
BB/Ba 35 7120 35.62 8.49 6.35
B/B 36
CCCl/Caa 37
Other (including unrated) 38
Total other fixed interest 39 966945 21.11 6.89 6.08
securities
Approved variable interest M
securities
Other variable interest securities 51 31786 0.11 5.44 3.79
Total (11+21+39+41+51) 61 1941508 21.45 5.27 4.84
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Long-term insurance business :

Name of insurer
Total business / subfund

Financial year ended

Summary of mathematical reserves

Clerical Medical Managed Funds

10 CMMF LONG TERM BUSINESS FUND

31 December 2008

Form 50

Units
£000
UK Life UK Pension Overseas Total Financial | Total Previous
year year
1 2 3 4 5

Gross
Form 51 - with-profits 11
Form 51 - non-profit 12 (11679) 1977661 1965982 2131909
Form 52 13
Form 53 - linked 14 12309675 3097 12312772 13757355
Form 53 - non-linked 15 592 592 677
Form 54 - linked 16 180737 180737
Form 54 - non-linked 17
Total 18 (11679) 14468664 3097 14460083 15889942
Reinsurance - external
Form 51 - with-profits 21
Form 51 - non-profit 22
Form 52 23
Form 53 - linked 24 55661 55661 31212
Form 53 - non-linked 25
Form 54 - linked 26
Form 54 - non-linked 27
Total 28 55661 55661 31212
Reinsurance - intra-group
Form 51 - with-profits 31
Form 51 - non-profit 32
Form 52 33
Form 53 - linked 34
Form 53 - non-linked 35
Form 54 - linked 36
Form 54 - non-linked 37
Total 38
Net of reinsurance
Form 51 - with-profits 41
Form 51 - non-profit 42 (11679) 1977661 1965982 2131909
Form 52 43
Form 53 - linked 44 12254014 3097 12257111 13726143
Form 53 - non-linked 45 592 592 677
Form 54 - linked 46 180737 180737
Form 54 - non-linked 47
Total 48 (11679) 14413003 3097 14404422 15858730
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Form 51
Long-term insurance business : Valuation summary of non-linked contracts (other than accumulating with-profits contracts)
Name of insurer Clerical Medical Managed Funds
Total business / subfund 10 CMMF LONG TERM BUSINESS FUND
Financial year ended 31 December 2008
Units £000
UK Life / Gross
Product Number of Amount of . . Amount of
. policyholders / Amount of ) Nominal value Discounted . .
code Product description . annual office . . Other liabilities | mathematical
scheme benefit . of units value of units
number premiums reserves
members
1 2 3 4 5 6 7 8 9
435 Miscellaneous non-profit 4617059 15661 (11679)
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Form 51
Long-term insurance business : Valuation summary of non-linked contracts (other than accumulating with-profits contracts)
Name of insurer Clerical Medical Managed Funds
Total business / subfund 10 CMMF LONG TERM BUSINESS FUND
Financial year ended 31 December 2008
Units £000
UK Pension / Gross
Product Number of Amount of . . Amount of
. policyholders / Amount of ) Nominal value Discounted . .
code Product description . annual office . . Other liabilities | mathematical
scheme benefit . of units value of units
number premiums reserves
members
1 2 3 4 5 6 7 8 9
390 Deferred annuity non-profit 13967 303809
400 Annuity non-profit (CPA) 50 78 592
400 Annuity non-profit (CPA) CMIGL 137918 1616090
435 Miscellaneous non-profit HLL 2280429 55096 28182
435 Miscellaneous non-profit CMIGL 28987
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Form 53

Long-term insurance business : Valuation summary of property linked contracts

Name of insurer Clerical Medical Managed Funds

Total business / subfund 10 CMMF LONG TERM BUSINESS FUND

Financial year ended 31 December 2008

Units £000

UK Pension / Gross

Product Number of Amount of . . Amount of
. policyholders / Amount of ) Nominal value Discounted . .
code Product description . annual office . . Other liabilities | mathematical
scheme benefit . of units value of units
number premiums reserves
members
1 2 3 4 5 6 7 8 9

725 Individual pensions property linked CMIGL 320551 5852008 5852008 5852008
735 Group money purchase pensions property linked CMIGL 162390 1768850 1768850 1768850
735 Group money purchase pensions property linked ELAS 24112 24112 592 24704
750 Income drawdown property linked CMIGL 1004 1004 1004
755 Trustee investment plan CMIGL 300656 300656 300656
765 Group managed fund 4363044 4363044 4363044
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Form 53
Long-term insurance business : Valuation summary of property linked contracts
Name of insurer Clerical Medical Managed Funds
Total business / subfund 10 CMMF LONG TERM BUSINESS FUND
Financial year ended 31 December 2008
Units £000
UK Pension / Reinsurance ceded external
Product Number of Amount of . . Amount of
. policyholders / Amount of ) Nominal value Discounted . .
code Product description . annual office . . Other liabilities | mathematical
scheme benefit . of units value of units
number premiums reserves
members
1 2 3 4 5 6 7 8 9
725 Individual pensions property linked CMIGL 55661 55661 55661
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Form 53
Long-term insurance business : Valuation summary of property linked contracts
Name of insurer Clerical Medical Managed Funds
Total business / subfund 10 CMMF LONG TERM BUSINESS FUND
Financial year ended 31 December 2008
Units £000
Overseas / Gross
Product Number of Amount of . . Amount of
. policyholders / Amount of ) Nominal value Discounted . .
code Product description . annual office . . Other liabilities | mathematical
scheme benefit . of units value of units
number premiums reserves
members
1 2 3 4 5 6 7 8 9
725 Individual pensions property linked 533 3097 3097 3097
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Form 54
Long-term insurance business : Valuation summary of index linked contracts
Name of insurer Clerical Medical Managed Funds
Total business / subfund 10 NP
Financial year ended 31 December 2008
Units £000
UK Pension / Gross
Product Number of Amount of . . Amount of
. policyholders / Amount of ) Nominal value Discounted . .
code Product description . annual office . . Other liabilities | mathematical
scheme benefit . of units value of units
number premiums reserves
members
1 2 3 4 5 6 7 8 9
905 Index linked annuity (CPA) CMIGL 23598 180737 180737
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Form 55
Long-term insurance business : Unit prices for internal linked funds
Name of insurer Clerical Medical Managed Funds
Total business
Financial year ended 31 December 2008
Units £000
Unit Price at . Change in
Fund name Type of fund Net assets Main series management previous Price a.t current price during
charge valuation date valuation date year
1 2 3 4 5 6 7 8
UK Fixed Interest MF Fund 14 - individual pension - other managed fund 129368 | UK Fixed Interest Series 1 0.30 1378.7000 1432.5000 3.90
UK Index Linked MF Fund 14 - individual pension - other managed fund 123621 | UK Index Linked Series 1 0.30 586.7000 636.6000 8.51
UK Equity MF Fund 15 - individual pension - UK equity 126039 | UK Equity MF Series 1 0.40 2891.7000 1907.2000 (34.05)
Property MF 17 - individual pension - property 753734 g(l;/rli:SKSProperty Pension 1.00 410.9000 341.0000 (17.01)
North American PP 16 - individual pension - overseas equity 453207 ls\lorth American PP Series 1.00 906.7000 973.1000 7.32
UK Equity PP 15 - individual pension - UK equity 2175501 gg"ri:SKSGmW‘h Fund 1.00 659.8000 463.3000 (29.78)
European PP 16 - individual pension - overseas equity 371381 | European PP Series 5 1.00 899.5000 692.2000 (23.05)
International PP 16 - individual pension - overseas equity 104613 | International PP Series 5 1.00 310.7000 249.9000 (29.57)
Japan PP 16 - individual pension - overseas equity 111401 | Japan PP Series 5 1.00 111.7000 108.8000 (2.60)
South East Asia PP 16 - individual pension - overseas equity 164891 :outh East Asia PP Series 1.00 985.2000 652.1000 (33.81)
Retirement Protection MF 14 - individual pension - other managed fund 151701 a’;jr?t\;eg;?:s:tll'ong 0.30 266.1000 310.3000 16.61
Halifax PP 14 - individual pension - other managed fund 193569 | Halifax PP Series 5 0.90 142.9000 148.8000 4.13
Cash PP 14 - individual pension - other managed fund 611055 | Cash PP Series 5 1.00 332.4000 340.0000 2.29
Gilt & Fixed Interest PP 14 - individual pension - other managed fund 1039938 Sg:izLSFSiXEd Interest PP 1.00 405.1000 422.3000 4.25
Index Linked PP 14 - individual pension - other managed fund 162402 | Index Linked PP Series 5 1.00 367.4000 386.1000 5.09
Corporate Bond Long Maturity 14 - individual pension - other managed fund 133889 ﬁg;zzstg;ic;r;dlmng 0.30 116.9000 108.5000 (7.19)
Mixed MF 12 - individual pension - balanced managed fund 191668 | Balanced MF Series 1 0.40 1897.2000 1484.1000 (21.77)
Mixed PP 12 - individual pension - balanced managed fund 2583899 gg/lrs:lsanced Pension 1.00 597.4000 481.4000 (19.42)
Adventurous PP 14 - individual pension - other managed fund 124235 CS:‘l;/rligsd\éenturous Pension 1.00 201.0000 149.5000 (25.62)
Pension Distribution PP 13 - individual pension - defensive managed fund 380262 gg/lri;::;tious Pension 1.00 223.4000 191.5000 (14.28)
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Form 56
Long-term insurance business : Index linked business
Name of insurer Clerical Medical Managed Funds
Total business
Financial year ended 31 December 2008
Units £000
Value of assets Mean Term
1 2
Analysis of assets
Approved variable interest securities 11
Other variable interest securities 12 2786 0.11
Approved fixed interest securities 13 82642 2251
Other fixed interest securities 14 84761 21.11
Cash and deposits 15 10547
Equity index derivatives 16
Inflation swaps 17
Other assets 18
Variation margin 19
Total (11 to 19) 20 180736
Credit rating of other fixed interest and
other variable interest securities
AAA/Aaa 31 33324 19.35
AA/Aa 32 27755 22.59
A/A 33 22278 18.94
BBB/Baa 34 3565 20.67
BB/Ba 35 624 35.62
B/B 36
CCC/Caa 37
Other (including unrated) 38
Total other fixed interest and other variable 39 87546 20.44

interest securities
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Long-term insurance business: analysis of valuation interest rate

Name of insurer

Total business

Financial year ended

Units

Clerical Medical Managed Funds

10 CMMF LONG TERM BUSINESS FUND

31 December 2008

£000

Form 57

Net mathematical Net valuation Gross valuation R'Sk. adjusted
Product group . ] yield on
reserves interest rate interest rate )
matching assets
2 3 4 5

UK Pensions Form 51 Annuity non-profit (CPA) CMIGL 1616090 4.81 5.03
UK Pensions Form 51 Deferred annuity non-profit (HLL) 303809 3.58 3.79
Misc 46674
Total 1966573

36




20032009:11:47:41

Form 58
Long-term insurance business : Distribution of surplus
Name of insurer Clerical Medical Managed Funds
Total business / subfund 10 CMMF LONG TERM BUSINESS FUND
Financial year ended 31 December 2008
Units £000
Financial year Previous year
1 2
Valuation result
Fund carried forward 11 14475602 15907144
Bonus payments in anticipation of a surplus 12
Transfer to non-technical account 13
Transfer to other funds / parts of funds 14
Subtotal (11 to 14) 15 14475602 15907144
Mathematical reserves 21 14404422 15858730
s g oty e e | =
Composition of surplus
Balance brought forward 31 48415 44577
Transfer from non-technical account 32 30000
Transfer from other funds / parts of fund 33
Surplus arising since the last valuation 34 22765 (26162)
Total 39 71180 48415
Distribution of surplus
Bonus paid in anticipation of a surplus 41
Cash bonuses 42
Reversionary bonuses 43
Other bonuses 44
Premium reductions 45
Total allocated to policyholders (41 to 45) 46
Net transfer out of fund / part of fund a7
Total distributed surplus (46+47) 48
Surplus carried forward 49 71180 48415
Total (48+49) 59 71180 48415
Percentage of distributed surplus allocated to policyholders
Current year 61
Current year - 1 62
Current year - 2 63
Current year - 3 64
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Long-term insurance capital requirement

Name of insurer
Global business

Financial year ended

Clerical Medical Managed Funds

31 December 2008

Form 60

Units £000
LTICR Gross Net Reinsurance LTICR LTICR
factor reserves / reserves / factor Financial Previous
capital at capital at year year
risk risk
1 2 3 4 5 6
Insurance death risk capital component
Life protection reinsurance 11 0.0%
Classes | (other), Il and IX 12 0.1%
Classes | (other), Il and IX 13 | 0.15% 1.00
Classes | (other), Il and IX 14 0.3% 6566625 6566625 19700 21627
Classes IlI, VIl and VI 15 0.3%
Total 16 6566625 6566625 19700 21627
Insurance health risk and life protection reinsurance capital component
Class IV supplementary
classes 1 and 2 and life 21 3 3
protection reinsurance
Insurance expense risk capital component
Life protgctlon and permanent 21 0%
health reinsurance
Classes | (other), Il and IX 32 1% 2146719 2146719 1.00 21467 21319
(_:Iasses I, V_II and VIII 33 1% 592 592 1.00 6 7
(investment risk)
Classes lll, yII and VIII 24 1%
(expenses fixed 5 yrs +)
Classes llI, VIl and VIII 35 25% 1977 2156
(other)
Class IV (other) 36 1%
Class V 37 1%
Class VI 38 1%
Total 39 23450 23482
Insurance market risk capital component
Life protgctlon and permanent a1 0%
health reinsurance
Classes | (other), Il and IX 42 3% 2146719 2146719 1.00 64402 63957
Classes IIl, VIl and Vill 43| 3% 592 592 1.00 18 20
(investment risk)
Classes Ill, VIl and VIII
! 0,
(expenses fixed 5 yrs +) 44 0%
Classes Ill, VIl and VIII 45 0% 12312772 12257111
(other)
Class IV (other) 46 3%
Class V 47 0%
Class VI 48 3%
Total 49 14460083 14404422 64419 63978
Long term insurance capital 51 107573 109090

requirement
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CLERICAL MEDICAL MANAGED FUNDS LIMITED
FINANCIAL YEAR ENDED 31 DECEMBER 2008
NOTES

*4005* Basis of conversion of foreign currency

Rates of exchange prevailing at the time of the transaction have been used to convert amounts of
income and expenditure in foreign currencies. Assets and liabilities denominated in foreign
currencies are expressed in sterling at exchange rates ruling at 31st December 2008.

*4008* Management Services

Insight Investment Management Limited, a wholly owned subsidiary of HBOS Insurance & Investment
Group Limited, provides Investment Management Services.

Invista Real Estate Investment Management Limited, a subsidiary of HBOS Insurance & Investment
Group Limited, provides Investment Management Services in respect of property investments.

Management services are supplied by Clerical Medical Investment Group Limited, HBOS Financial
Services Limited and HBOS plc. These services include premises, equipment, personnel, auditors,
actuarial and legal advice, investment and accounts management, premium collection, claims
administration and settlement. In return, the Company pays Clerical Medical Investment Group
Limited all commission, fees and charges on business reassured by Clerical Medical Investment
Group. The company pays HECM Customer Services Limited a variable fee based on services
supplied.

*4009* Material Connected Party Transactions

Name of connected Relationship with Amount Description of

party connected party £000 transaction

Clerical Medical Parent undertaking 1,856,051 Premiums reassured
Investment  Group inwards

Limited

Clerical Medical Parent undertaking 1,409,304 Claims reassured
Investment  Group inwards

Limited

*4401* Bases of asset valuation

Linked assets are valued using the FSA Handbook Rules in GENPRU 1.3. Financial assets and
Instruments used to cover linked liabilities are stated at market value. Stock exchange securities and
investments in collective investment schemes have been valued at bid prices.

Investment property is shown at open market value as determined by independent valuation.
Investment property valuations are carried out by persons who are members of the Royal Institute of
Chartered Surveyors and were conducted in accordance with the "RICS Statement of Asset Valuation
and Guidance Notes".

Other assets have been valued using appropriate international financial reporting standards
applicable to the firm for the purpose of its external financial reporting. The Rules in GENPRU 1.3.30
to GENPRU 1.3.33 may require management to make adjustments to these valuations

*4402* Aggregate value of derivative contracts

The aggregate value of rights under derivatives is £420.0m and the aggregate amount of liabilities is
£557.0m. The contracts are margined contracts.
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CLERICAL MEDICAL MANAGED FUNDS LIMITED
FINANCIAL YEAR ENDED 31 DECEMBER 2008

NOTES

*4511* Adjustment to internal linked fund brought forward (Form 45 Line 49)
In previous years external directly held linked funds (in respect of Manweb & Hawkins) had been
included within Line 11 of Form 44. This year they have been correctly classified in Line 21 of Form
44,
As a result of this, an adjustment of £3,312,318,000 has been made within Line 49 of Form 45 in order
to correct the internal linked fund brought forward balance.

*4701* New group schemes

No new group schemes commenced in 2008.

*4803* Around 10% of the fixed and variable interest assets have optional redemption dates.
The assumed redemption date was obtained by assuming the earliest date was the redemption date.

The value of these assets is £83.2m.

*4901* Rating agencies used

Standard and Poor's and Moody's Credit ratings have been used.

*5103* Details of Miscellaneous contracts

Product code 435 — Life — Miscellaneous non-profit HLL
Reinsurance of Equitable Life Assurance Society business accepted under the R2 treaty with Halifax
Life Limited. Reserve -£11.679m.

Product code 435 — Pension — Miscellaneous non-profit HLL
Reinsurance of Equitable Life Assurance Society business accepted under the R2 treaty with Halifax
Life Limited. Reserve £28.073m.

Product code 435 — Pension — Miscellaneous non-profit CMIGL
Reinsurance of business accepted under the R6 treaty with Clerical Medical Investment Group
Limited. Reserve £28.987m.

*5301* Treatment of administration funds
Product code 765 — Pension
Managed Funds number of schemes under administration is 119. This number is made up of 106
investment only schemes and 13 full administration schemes.

*5701* Negative mathematical reserves
Negative mathematical reserves on term assurance (miscellaneous non-profit HLL) have been used
to offset positive reserves on pensions annuity business (annuity non profit (CPA) CMIGL). These
negative reserves total -£15.6m.

*6001* Insurance Health Risk Capital Component
The gross annual premiums for this class of business are less than 1% of the gross annual premiums
of the company so Forms 11 and 12 are not needed. The Insurance Health Risk Capital Component
is calculated as the greater of 18% of annual premiums and 26% of gross claims. The capital

required for PHI business is the same as if Forms 11 and 12 had been completed.

44



RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES
CLERICAL MEDICAL MANAGED FUNDS LIMITED
FINANCIAL YEAR ENDED 31st DECEMBER 2008

ADDITIONAL INFORMATION REQUIRED BY RULE 9.29 OF THE ACCOUNTS AND STATEMENTS
RULES

(&) The use of derivatives within each fund is set out in fund management mandates which are in line
with company policy as set by the Board. A summary of the uses to which they are put is as follows:

All derivatives that are held should satisfy the principles of efficient portfolio management (EPM):
e the transactions must be economically appropriate;
« the exposure must be fully covered; and
« the transactions must be entered into for one or more of
i the reduction of risk;
ii.  the reduction of cost;
iii. the generation of additional capital or income for the fund with an acceptably low
level of risk; and
iv. obtaining exposure to the performance of HBOS plc shares through Contracts for
Differences where a direct holding of the shares is not permitted

Unless they are exchange traded, derivatives may only be executed within the limits of credit
exposure with counterparties as approved by the Board of HBOS Financial Services from time to
time. Where appropriate a change of control clause should be included in the agreement.

Over the counter (OTC) contracts should meet the requirements of the International Swaps and
Derivatives Association (ISDA).

All derivative positions comply with the requirements of INSPRU 3.2.5, which includes the
requirement for the positions to be covered with appropriate margining and collateralisation
arrangements being applied.

They should not create, or potentially create, an open ended liability (net of coverage from the
underlying asset).

From time to time bespoke derivative arrangements are put in place to mitigate against specific
risks — in these cases the terms of the instruction will specify limitations consistent with the fund
mandates. The primary objectives of these policies are to minimise any unintended risks.

Any proposed use of derivatives which falls outside the limits of the relevant fund management
mandate must be authorised by either the relevant committee or the full HBOS FS Board.

Compliance with fund management mandates is reviewed regularly with breaches reported on a
monthly basis. Data relating to derivative positions is also provided on a regular basis to enable Life
Company oversight of the actions of the fund manager.

(b) The use of contracts which, at the time the contract is entered into, are not reasonably likely to be
exercised is restricted to those instruments used for the protection of free assets.

(c) During the financial year, the Company did not enter into any contracts described in (b) above.
(h) At no time during the year did the Company enter into a derivative contract which required a
significant provision to be made for it under INSPRU 3.2.17R or did not fall within the definition of a

permitted derivative contract.

() The Company did not grant rights under derivative contracts during the financial year.
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STATEMENT OF INFORMATION ON SHAREHOLDER CONTROLLER AS REQUIRED BY RULE 9.30 OF THE
ACCOUNTS AND STATEMENTS RULES

CLERICAL MEDICAL MANAGED FUNDS LIMITED

FINANCIAL YEAR ENDED 31 DECEMBER 2008

During the year the company was a wholly owned subsidiary of Clerical Medical Investment Group Limited.
Clerical Medical Investment Group Limited is a wholly owned subsidiary of HBOS Financial Services Limited.
HBOS Financial Services Limited is a wholly owned subsidiary of HBOS Insurance & Investment Group Limited.
During the year, HBOS Insurance and Investment Group Limited was a wholly owned subsidiary of HBOS plc.
Throughout the year, Clerical Medical Investment Group Limited held all the issued shares of the company and is
thereby entitled to exercise all the associated voting powers at any general meeting of the company.
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