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Statement of solvency - long-term insurance business

Name of insurer HALIFAX LIFE LIMITED
Global business

Financial year ended 31 December 2008

Form 2

Adjusted solo solvency calculation Company GL/
registration UK/ day month year Units
number CM
R2 2233654 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 40732 55356
Capital resources allocated towards long-term insurance business arising
outside the long-term insurance fund 12 456389 489993
Capital resources available to cover long-term insurance business capital
resources requirement (11+12) 13 497121 545349
Guarantee fund
Guarantee fund requirement 21 211017 257393
Excess (deficiency) of available capital resources to cover guarantee fund
requirement 22 286104 287956
Minimum capital requirement (MCR)
Long-term insurance capital requirement 31 43826 51398
Resilience capital requirement 32 4440 8400
Base capital resources requirement 33 2518 2231
Individual minimum capital requirement 34 48266 59798
Capital requirements of regulated related undertakings 35 269008 240063
Minimum capital requirement (34+35) 36 317275 299861
Excess (deficiency) of available capital resources to cover 50% of MCR 37 338484 395419
Excess (deficiency) of available capital resources to cover 75% of MCR 38 259165 320453
Enhanced capital requirement
With-profits insurance capital component 39
Enhanced capital requirement 40 317275 299861
Capital resources requirement (CRR)
Capital resources requirement (greater of 36 and 40) 41 317275 299861
Excess (deficiency) of available capital resources to cover long-term
insurance business CRR (13-41) 42 179847 245488
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 Form 2

Name of insurer HALIFAX LIFE LIMITED

Global business

Financial year ended 31 December 2008

J Dawson Chief Executive

T A Leonard Finance Director
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Date : 23 March 2009
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Form 3
(Sheet 1)
Components of capital resources
Name of insurer HALIFAX LIFE LIMITED
Global business
Financial year ended 31 December 2008
Company GL/
registration UK/ day month year Units
number CM
R3 2233654 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 460000 460000 460000
Profit and loss account and other reserves 12 219735 219735 303169
Share premium account 13
Positive valuation differences 14
Fund for future appropriations 15
Core tier one capital in related undertakings 16 401946 401946 61910
Core tier one capital (sum of 11 to 16) 19 1081681 1081681 825079
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 1081681 1081681 825079
Investments in own shares 32
Intangible assets 33
Amounts deducted from technical provisions for 34
discounting
Other negative valuation differences 35 11263 11263 40742
Deductions in related undertakings 36 500 500 12023
Deductions from tier one (32 to 36) 37 11763 11763 52765
Total tier one capital after deductions (31-37) 39 1069918 1069918 772313
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Form 3
(Sheet 2)
Components of capital resources
Name of insurer HALIFAX LIFE LIMITED
Global business
Financial year ended 31 December 2008
Company GL/
registration UK/ day month year Units
number CM
R3 2233654 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

deductions (61-62-63)

excluded from line 22) 41
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
Upper tier two capital in related undertakings 47
Upper tier two capital (44 to 47) 49
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 61
(49+59)

Excess tier two capital 62
Further excess lower tier two capital 63
Total tier two capital after restrictions, before 69
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Form 3
(Sheet 3)
Components of capital resources
Name of insurer HALIFAX LIFE LIMITED
Global business
Financial year ended 31 December 2008
Company GL/
registration UK/ day month year Units
number CM
R3 2233654 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 1069918 1069918 772313
Inadmissible assets other than intangibles and 73 579795 579796 296064
own shares
Assets in excess of market risk and counterparty 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 497121 497121 545349
Available capital resources for GENPRU/INSPRU tests
Avall_able capital resources for guarantee fund 81 497121 497121 545349
requirement
i I 0,
Avaﬂable capital resources for 50% MCR 82 297121 497121 545349
requirement
- - 5
Avall_able capital resources for 75% MCR 83 497121 497121 545349
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 HALIFAX LIFE LIMITED
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 2233654 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 159041 163401
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
Rights under derivative contracts 44
Approved 45 26975 50736
Fixed interest securities
Other 46
Approved 47
Variable interest securities
Other 48 164
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 53 363
Bank and approved credit & | One month or less withdrawal 54 294 14585
financial institution deposits | wmore than one month withdrawal 55
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 HALIFAX LIFE LIMITED
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 2233654 GL 31|12 | 2008 | £000 1
As at end of this As at end of the
financial year previous year
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 71 465
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 59 20028
approved institutions
Cash in hand 82
Other assets (particulars to be specified by way of supplementary
83
note)
Accrued interest and rent 84 544 877
Deferred acquisition costs (general business only) 85
Other prepayments and accrued income 86
Deductions from the aggregate value of assets I 87 |
Grand total of admissible assets after deduction of admissible
assets in excess of market risk and counterparty limits (11 to 89 187542 249990

86 less 87)
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Form 13
(Sheet 3)
Analysis of admissible assets
Name of insurer HALIFAX LIFE LIMITED
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 2233654 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 187542 249990
above)
Admissible assets in excess of market and counterparty limits 92
Inadmissible assets directly held 93
Capital resources requirement deduction of regulated related 94 269008 240063
undertakings
Ineligible surplus capital and restricted assets in regulated 95
related insurance undertakings
Inadmissible assets of regulated related undertakings 96 510275 183303
Book value of related ancillary services undertakings 97
Other differences in the valuation of assets (other than for 08 (401445) (49835)
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 565381 623520
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




20032009:13:06:18

Form 13
(Sheet 1)
Analysis of admissible assets
Name of insurer HALIFAX LIFE LIMITED
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 2233654 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
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 33528 49768
Rights under derivative contracts 44
Approved 45 77262 77269
Fixed interest securities
Other 46 1618
Approved 47
Variable interest securities
Other 48 22952 25173
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 23960
Bank and approved credit & | One month or less withdrawal 54
financial institution deposits | wmore than one month withdrawal 55
Other financial investments 56
Deposits with ceding undertakings 57
Assets held to match linked | Index linked 58 9409 9956
liabilities Property linked 59 4578447 5728914
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Form 13
(Sheet 2)
Analysis of admissible assets
Name of insurer HALIFAX LIFE LIMITED
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 2233654 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 71 486 794
Direct insurance business —
Intermediaries 72
Salvage and subrogation recoveries 73
. Accepted 74 18
Reinsurance
Ceded 75 247
due in 12 months or less 76
Dependants
due in more than 12 months 77
due in 12 months or less 78 12155 5121
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 82830 97079
approved institutions
Cash in hand 82 71 5
Other assets (particulars to be specified by way of supplementary
83
note)
Accrued interest and rent 84 921 4120
Deferred acquisition costs (general business only) 85
Other prepayments and accrued income 86 996
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 4819305 6023796

86 less 87)

10
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Form 13
(Sheet 3)
Analysis of admissible assets
Name of insurer HALIFAX LIFE LIMITED
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 2233654 GL 31| 12| 2008 | £000 10

As at end of this
financial year

As at end of the
previous year

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 4819305 6023796
above)

Admissible assets in excess of market and counterparty limits 92

Inadmissible assets directly held 93 228 27
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 92539 78566
Reinsurers' share of technical provisions excluded from line 89 100 330128 396966
Other asset adjustments (may be negative) 101 31278 8769
Total assets determined in accordance with the insurance

accqunts rules or _mternatlonal accounthg standards_ as 102 5073477 6508124
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 HALIFAX LIFE LIMITED
Global business
Financial year ended 31 December 2008
Total business/Sub fund 10 LONG TERM BUSINESS FUND - NON PROFIT
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 4675574 5820838
Cash bonuses which had not been paid to policyholders prior 12
to end of the financial year
Balance of surplus/(valuation deficit) 13 40732 55356
Long term insurance business fund carried forward (11 to 13) 14 4716306 5876194
Gross 15
Claims outstanding Reinsurers' share 16
Net (15-16) 17
o Taxation 21 3008
Provisions -
Other risks and charges 22
Deposits received from reinsurers 23
Direct insurance business 31 26724 18232
Creditors Reinsurance accepted 32 0 61853
Reinsurance ceded 33
Secured 34
Debenture loans
Unsecured 35
Amounts owed to credit institutions 36
) Taxation 37 289 22964
Creditors
Other 38 72978 44554
Accruals and deferred income 39
Provision for "reasonably foreseeable adverse variations" 41
Total other insurance and non-insurance liabilities (17 to 41) 49 102999 147603
Excess of the value of net admissible assets 51
Total liabilities and margins 59 4819305 6023797
Amounts included in line 59 attrlbute_lble to Ilabllltles_ to related companies, 61 79514 47657
other than those under contracts of insurance or reinsurance
Amounts mc_luded in line 59 attributable to liabilities in respect of property 62 4578449 5714346
linked benefits
Total liabilities (11+12+49) 71 4778573 5968441
Increase to liabilities - DAC related 72
Reinsurers' share of technical provisions 73 330128 396966
Other adjustments to liabilities (may be negative) 74 50261 3079
Capital and reserves and fund for future appropriations 75 114516 139640
Total liabilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose its external financial 76 5273477 6508125

reporting (71 to 75)

12
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Form 15
Liabilities (other than long term insurance business)
Name of insurer HALIFAX LIFE LIMITED
Global business
Financial year ended 31 December 2008
Company GL/
registration UK/ day month year Units
number CM
R15 2233654 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
o o Credit business 14
Equalisation provisions
Other than credit business 15
Other technical provisions 16
Total gross technical provisions (11 to 16) 19
Provisions and creditors
o Taxation 21
Provisions
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 49 161 60
Accruals and deferred income 51
Total (19 to 51) 59 161 60
Provision for "reasonably foreseeable adverse variations" 61
Cumulative preference share capital 62
Subordinated loan capital 63
Total (59 to 63) 69 161 60
Amounts included in line 69 attributable to liabilities to related insurers, othe
. . 71 161 60
than those under contracts of insurance or reinsurance
Amounts deducted from technical provisions for discounting 82
Other adjustments (may be negative) 83
Capital and reserves 84 565220 623460
Total liabilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose of its external financial 85 565381 623520
reporting (69-82+83+84)

13
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Form 16
Profit and loss account (non-technical account)
Name of insurer HALIFAX LIFE LIMITED
Global business
Financial year ended 31 December 2008
Company GL/
registration UK/ day month year Units
number CM
R16 2233654 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 20000
Income 14 2905 377581
. Value re-adjustments on
Investment income investments 15 638 1318
_Galns on the realisation of 16 1136
investments
Investment management 17
charges, including interest
Investment charges _Value re-adjustments on 18
investments
Loss on the realisation of
investments 19 448
Allocated investment return transferred to the general 20
insurance business technical account
Other income and charges (particulars to be specified 21 3 1
by way of supplementary note) ©) @
Profit or loss on ordinary activities before tax
(11+12+13+14+15+16-17-18-19-20+21) 29 3092 400034
Tax on profit or loss on ordinary activities 31 881 2733
Profit or loss on ordinary activities after tax (29-31) 39 2211 397300
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 2211 397300
Dividends (paid or foreseeable) 51 60000 451000
Profit or loss retained for the financial year (49-51) 59 (57789) (53700)

14
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Form 17
Analysis of derivative contracts
Name of insurer HALIFAX LIFE LIMITED
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
R17 2233654 GL 31|12 | 2008 £000 1
Value as at the end of this financial | Notional amount as at the end of this
Derivative contracts year financial year
Assets Liabilities Bought / Long Sold / Short
1 2 3 4
Fixed-interest securities 11
Interest rates 12
Inflation 13
Credit index / basket 14
Futures and Credit single name 15
fc(;)rntracts Equity index 16
differences Equity stock 17
Land 18
Currencies 19
Mortality 20
Other 21
Swaptions 31
Equity index calls 32
In the money Equity stock calls 33
options Equity index puts 34
Equity stock puts 35
Other 36
Swaptions 41
Equity index calls 42
Out of the Equity stock calls 43
money
options Equity index puts 44
Equity stock puts 45
Other 46
Total (11 to 46) 51
Adjustment for variation margin 52
Total (51 + 52) 53

THE NOTIONAL AMOUNTS IN COLUMNS 3 AND 4 ARE NOT A MEASURE OF EXPOSURE.
Please see instructions 11 and 12 to this Form for the meaning of these figures.

15
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Form 17
Analysis of derivative contracts
Name of insurer HALIFAX LIFE LIMITED
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
R17 2233654 GL 31|12 | 2008 £000 10
Value as at the end of this financial | Notional amount as at the end of this
Derivative contracts year financial year
Assets Liabilities Bought / Long Sold / Short
1 2 3 4
Fixed-interest securities 11
Interest rates 12
Inflation 13
Credit index / basket 14
Futures and Credit single name 15
fc(;)rntracts Equity index 16
differences Equity stock 17
Land 18
Currencies 19
Mortality 20
Other 21
Swaptions 31
Equity index calls 32
In the money Equity stock calls 33
options Equity index puts 34
Equity stock puts 35
Other 36
Swaptions 41
Equity index calls 42
Out of the Equity stock calls 43
money
options Equity index puts 44
Equity stock puts 45
Other 46
Total (11 to 46) 51
Adjustment for variation margin 52
Total (51 + 52) 53

THE NOTIONAL AMOUNTS IN COLUMNS 3 AND 4 ARE NOT A MEASURE OF EXPOSURE.
Please see instructions 11 and 12 to this Form for the meaning of these figures.

16
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With-profits insurance capital component for the fund

Name of insurer

With-profits fund

Financial year ended

Units

HALIFAX LIFE LIMITED

10 LONG TERM BUSINESS FUND - NON PROFIT

31 December 2008

£000

Regulatory excess capital

Form 18

As at end of

this financial year
1

As at end of

the previous year
2

Long-term admissible assets of the fund 11
Implicit items allocated to the fund 12
Mathematical reserves in respect of the fund's 13
non-profit insurance contracts
Long-term admissible assets of the fund
Regulatory value | cqyering the LTICR of the fund's non-profit 14
of assets insurance contracts
Long-term admissible assets of the fund
covering the RCR of the fund's non-profit 15
insurance contracts
Total (11+12-(13+14+15)) 19
Mathematical reserves (after distribution of
surplus) in respect of the fund's with-profits 21
Regu|ato|’y value insurance contracts
of liabilities Regulatory current liabilities of the fund 22
Total (21+22) 29
Long-term insurance capital requirement in respect of the fund's 31
with-profits insurance contracts
Resilience capital requirement in respect of the fund's 32
with-profits insurance contracts
Sum of regulatory value of liabilities, LTICR and RCR 39
(29+31+32)
Regulatory excess capital (19-39) 49
Realistic excess capital
Realistic excess capital 51
Excess assets allocated to with-profits insurance business
Excess (deficiency) of assets allocated to with-profits insurance 61
business in fund (49-51)
Face amount of capital instruments attributed to the fund and 62
included in capital resources (unstressed)
Realistic amount of capital instruments attributed to the fund and 63
included in capital resources (stressed)
Present value of future shareholder transfers arising 64
from distribution of surplus
Present value of other future internal transfers not 65
already taken into account
With-profits insurance capital component for fund (if 62 exceeds
63, greater of 61+62-63-64-65 and zero, else greater of 61-64-65 and 66

zero)

17
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Realistic balance sheet

Name of insurer HALIFAX LIFE LIMITED

With-profits fund 10 LONG TERM BUSINESS FUND - NON PROFIT
Financial year ende 31 December 2008

Units £000

Realistic value of assets available to the fund

Form 19
(Sheet 1)

As at end of

this financial year
1

As at end of

the previous year
2

Regulatory value of assets 11
Implicit items allocated to the fund 12
Value of shares in subsidiaries held in fund (regulatory) 13
Excess admissible assets 21
Present value of future profits (or losses) on non-profit insurance contracts 29
written in the fund
Value of derivatives and quasi-derivatives not already reflected in lines
23
11to 22
Value of shares in subsidiaries held in fund (realistic) 24
Prepayments made from the fund 25
Realistic value of assets of fund (11+21+22+23+24+25-(12+13)) 26
Support arrangement assets 27
Assets available to the fund (26+27) 29
Realistic value of liabilities of fund
With-profits benefit reserve 31
Past miscellaneous surplus attributed to with-profits 32
benefits reserve
Past miscellaneous deficit attributed to with-profits 23
benefits reserve
Planned enhancements to with-profits benefits 34
reserve
Planned deductions for the costs of guarantees, options 35
and smoothing from with-profits benefits reserve
Planned deductions for other costs deemed chargeable
. . ) 36
to with-profits benefits reserve
Fut i Future costs of contractual guarantees (other than a
uture poiicy financial options)
related liabilities
Future costs of non-contractual commitments 42
Future costs of financial options 43
Future costs of smoothing (possibly negative) 44
Financing costs 45
Any other liabilities related to regulatory duty to treat 46
customers fairly
Other long-term insurance liabilities a7
Total (32+34+41+42+43+44+45+46+47-(33+35+36)) 49
Realistic current liabilities of the fund 51
Realistic value of liabilities of fund (31+49+51) 59

18
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Realistic balance sheet

Name of insurer HALIFAX LIFE LIMITED

With-profits fund 10 LONG TERM BUSINESS FUND - NON PROFIT

Financial year ende(31 December 2008

Units £000

Realistic excess capital and additional capital available

Form 19
(Sheet 2)

As at end of
this financial year
1

As at end of

the previous year
2

Value of relevant assets before applying the most adverse scenario

other than the present value of future profits arising from business 62
outside with-profits funds

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

insurance contracts written outside the fund included in the value 63
of relevant assets before applying most adverse scenario

Value of relevant assets before applying the most adverse scenario 64
(62+63)

Risk capital margin for fund (62-59) 65
Realistic excess capital for fund (26-(59+65)) 66
Realistic excess available capital for fund (29-(59+65)) 67
Working capital for fund (29-59) 68
Working capital ratio for fund (68/29) 69

Other assets potentially available if required to cover the fund's risk capital margin

Additional amount potentially available for inclusion in line 62

81

Additional amount potentially available for inclusion in line 63

82

19
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Long-term insurance business : Revenue account

Name of insurer

Total business / subfund

HALIFAX LIFE LIMITED

10 LONG TERM BUSINESS FUND - NON PROFIT

31 December 2008

Financial year ended

Form 40

Units £000
Financial year Previous year
1 2
Income
Earned premiums 11 718238 734222
Investment income receivable before deduction of tax 12 194402 170793
It)r:(;rue;[;steirsgoe;:iisuegtin the value of non-linked assets 13 (3373) (2510)
Increase (decrease) in the value of linked assets 14 (1320324) 156914
Other income 15 3629 12413
Total income 19 (407429) 1071831
Expenditure
Claims incurred 21 683261 755352
Expenses payable 22 66565 73677
Interest payable before the deduction of tax 23 1639 838
Taxation 24 996 (12249)
Other expenditure 25
Transfer to (from) non technical account 26 20000
Total expenditure 29 752460 837618
Business transfers - in 31
Business transfers - out 32
Increase (decrease) in fund in financial year (19-29+31-32) 39 (1159889) 234214
Fund brought forward 49 5876195 5641981
Fund carried forward (39+49) 59 4716306 5876195
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Long-term insurance business : Analysis of premiums

Name of insurer
Total business / subfund

Financial year ended

HALIFAX LIFE LIMITED
10 LONG TERM BUSINESS FUND - NON PROFIT
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 16539 266450 282990 285941
Single premiums 12 8660 447940 456600 473632
Reinsurance - external
Regular premiums 13 6 6 109
Single premiums 14 0 0
Reinsurance - intra-group
Regular premiums 15 12622 8194 20816 22849
Single premiums 16 510 20 530 2392
Net of reinsurance
Regular premiums 17 3917 258251 262168 262982
Single premiums 18 8151 447919 456070 471240
Total
Gross 19 25200 714390 739590 759573
Reinsurance 20 13131 8220 21352 25351
Net 21 12068 706170 718238 734222
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Long-term insurance business : Analysis of claims

Name of insurer
Total business / subfund

Financial year ended

HALIFAX LIFE LIMITED

10 LONG TERM BUSINESS FUND - NON PROFIT

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 15025 12481 27506 27920
Disability periodic payments 12
Surrender or partial surrender | 13 117491 370590 488081 549236
Annuity payments 14 1099 44613 45712 38871
Lump sums on maturity 15 23753 123398 147152 168370
Total 16 157368 551082 708451 784397
Reinsurance - external
Death or disability lump sums | 21 1 1 337
Disability periodic payments 22
Surrender or partial surrender | 23 10
Annuity payments 24
Lump sums on maturity 25
Total 26 1 1 347
Reinsurance - intra-group
Death or disability lump sums | 31 10430 3071 13501 11405
Disability periodic payments 32
Surrender or partial surrender | 33 372 7041 7414 16406
Annuity payments 34 620 2778 3398 121
Lump sums on maturity 35 151 725 876 765
Total 36 11573 13616 25189 28698
Net of reinsurance
Death or disability lump sums | 41 4595 9408 14003 16178
Disability periodic payments 42
Surrender or partial surrender | 43 117119 363549 480668 532819
Annuity payments 44 479 41835 42314 38751
Lump sums on maturity 45 23603 122673 146276 167605
Total 46 145795 537465 683261 755352
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Long-term insurance business : Analysis of expenses

Name of insurer
Total business / subfund

Financial year ended

HALIFAX LIFE LIMITED
10 LONG TERM BUSINESS FUND - NON PROFIT
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 11 140 27804 27945 37049
Commission - other 12
Management - acquisition 13 3300 3300 1838
Management - maintenance | 14 6235 23515 29751 30965
Management - other 15 5569 5569 3826
Total 16 6376 60189 66565 73678
Reinsurance - external
Commission - acquisition 21 0 0 1
Commission - other 22
Management - acquisition 23
Management - maintenance | 24
Management - other 25
Total 26 0 0 1
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 41 140 27804 27945 37047
Commission - other 42
Management - acquisition 43 3300 3300 1838
Management - maintenance | 44 6235 23515 29751 30965
Management - other 45 5569 5569 3826
Total 46 6376 60189 66565 73677
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Long-term insurance business : Linked funds balance sheet

Name of insurer
Total business

Financial year ended 31 December 2008

HALIFAX LIFE LIMITED

Form 44

Units £000
Financial year Previous year
1 2
Internal linked funds (excluding cross investment)
Directly held assets (excluding collective investment 11 1012897 1070113
schemes)
Directly held assetg in collective investment schemes of 12 3554921 4603085
connected companies
Directly held assets in other collective investment 13 13922 38781
schemes
i i +12+
1’(3))tal assets (excluding cross investment) (11+12 14 4581740 5711979
Provision for tax on unrealised capital gains 15 1654
Secured and unsecured loans 16
Other liabilities 17 13940 5855
Total net assets (14-15-16-17) 18 4567801 5704470
Directly held linked assets
Value of directly held linked assets 21 | 16983 24444
Total
Value of directly held linked assets and units held 31 4584783 5728914
(18+21)
Surplus units 32 9291 18215
Deficit units 33 2956 3648
Net unit liability (31-32+33) 34 4578449 5714346
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Long-term insurance business : Revenue account for internal linked funds

Name of insurer
Total business

Financial year ended

HALIFAX LIFE LIMITED

31 December 2008

Form 45

Units £000
Financial year Previous year
1 2
Income
Value of total creation of units 11 922225 1073035
Investment income attributable to the funds before 12 179792 155367
deduction of tax
_Increa;e (dgcrease) in the value of investments 13 (1312584) 156071
in the financial year
Other income 14 338 1398
Total income 19 (210230) 1385870
Expenditure
Value of total cancellation of units 21 870756 1083052
Charges for management 22 43321 40798
Charges in respect of tax on investment income 23 150 3593
Taxation on realised capital gains 24 (714) 852
Incrgase (decrease) in amount set aside for tax on 25 (1853) 210
capital gains not yet realised
Other expenditure 26 14779 4000
Total expenditure 29 926439 1132704
Increase (decrease) in funds in financial year (19-29) 39 (1136669) 253166
Internal linked fund brought forward 49 5704470 5451304
Internal linked funds carried forward (39+49) 59 4567801 5704470
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Long-term insurance business : Summary of new business

Name of insurer
Total business

Financial year ended

HALIFAX LIFE LIMITED

31 December 2008

Form 46

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 12042 12042 16784
Single premium business 12 20347 20347 25009
Total 13 32389 32389 41793
Amount of new regular
premiums
Direct insurance business 21 59182 59182 62368
External reinsurance 22 1987 1987 5737
Intra-group reinsurance 23
Total 24 61169 61169 68105
Amount of new single
premiums
Direct insurance business 25 441218 441218 386588
External reinsurance 26 6579 6579 8963
Intra-group reinsurance 27 8660 8660 77692
Total 28 8660 447797 456458 473244
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Long-term insurance business : Analysis of new business

Name of insurer

Total business

Financial year ended

HALIFAX LIFE LIMITED

31 December 2008

Form 47

Units £000
UK Life / Reinsurance accepted intra-group
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
700 Life property linked single premium 8660
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Long-term insurance business : Analysis of new business

Name of insurer

Total business

Financial year ended

Units

UK Pension / Direct Insurance Business

HALIFAX LIFE LIMITED

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) 576 4726
530 Individual pensions UWP - increments 145
725 Individual pensions property linked 11672 35332 16017 309209
730 Individual pensions property linked - increments 11354 41895
735 Group money purchase pensions property linked 370 8860 3132 15061
740 Group money purchase pensions property linked - increments 3636 4658
750 Income drawdown property linked 622 65523
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Long-term insurance business : Analysis of new business

Name of insurer

Total business

Financial year ended

HALIFAX LIFE LIMITED

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
435 Miscellaneous non-profit 1987 6579
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Form 48
Long-term insurance business : Assets not held to match linked liabilities
Name of insurer HALIFAX LIFE LIMITED
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 77980 77980 3252 2.15
Other fixed interest securities 13
Variable interest securities 14 23097 28126 990 2.50
UK listed equity shares 15
Non-UK listed equity shares 16
Unlisted equity shares 17
Other assets 18 130372 125343 1559 0.60
Total 19 231448 231448 5801 1.35
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 HALIFAX LIFE LIMITED
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 76400 429 215 215
Other.a}pproved fixed interest 21 1580 107 205 201
securities
Other fixed interest securities
AAA/Aaa 31
AA/Aa 32
AIA 33
BBB/Baa 34
BB/Ba 35
B/B 36
CCCl/Caa 37
Other (including unrated) 38
Total other fixed interest 39
securities
Approved variable interest M
securities
Other variable interest securities 51 28126 20.60 2.50 2.36
Total (11+21+39+41+51) 61 106106 8.57 2.24 2.20
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Long-term insurance business :

Name of insurer
Total business / subfund

Financial year ended

Summary of mathematical reserves

HALIFAX LIFE LIMITED

10 LONG TERM BUSINESS FUND - NON PROFIT

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 (11836) 406670 394833 425465
Form 52 13 9951 9951 9962
Form 53 - linked 14 248551 4329898 4578449 5714345
Form 53 - non-linked 15 159 12601 12760 73632
Form 54 - linked 16 140 9570 9710 9718
Form 54 - non-linked 17
Total 18 237014 4768688 5005702 6233123
Reinsurance - external
Form 51 - with-profits 21
Form 51 - non-profit 22 1
Form 52 23
Form 53 - linked 24 0
Form 53 - non-linked 25
Form 54 - linked 26
Form 54 - non-linked 27
Total 28 1
Reinsurance - intra-group
Form 51 - with-profits 31
Form 51 - non-profit 32 (11836) 324437 312601 362471
Form 52 33 9816 9816 9858
Form 53 - linked 34
Form 53 - non-linked 35 158 7554 7711 39956
Form 54 - linked 36
Form 54 - non-linked 37
Total 38 (11679) 341806 330128 412284
Net of reinsurance
Form 51 - with-profits 41
Form 51 - non-profit 42 82232 82232 62993
Form 52 43 135 135 105
Form 53 - linked 44 248551 4329898 4578449 5714345
Form 53 - non-linked 45 1 5047 5048 33676
Form 54 - linked 46 140 9570 9710 9718
Form 54 - non-linked 47
Total 48 248692 4426882 4675574 5820837
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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 HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
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 (11836)
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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 HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
Financial year ended 31 December 2008
Units £000
UK Life / Reinsurance ceded intra-group
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 (11836)
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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 HALIFAX LIFE LIMITED

Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT

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

325 Level term assurance 21 678 3 4
380 Miscellaneous protection rider 33 6638 19 40
380 Miscellaneous protection rider (per annum) 21 0 0
400 Annuity non-profit (CPA) (per annum) 3764 4021 67168
435 Miscellaneous non-profit (ELAS) 324437
440 Additional reserves non-profit OB 15020
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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 HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
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
325 Level term assurance 21 508 3
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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 HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
Financial year ended 31 December 2008
Units £000
UK Pension / Reinsurance ceded intra-group
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 324437
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Form 52
Long-term insurance business : Valuation summary of accumulating with-profits contracts
Name of insurer HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
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
525 Individual pensions UWP 1481 12476 611 9816 9816 135 9951
595 Income protection rider 160 5
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Form 52
Long-term insurance business : Valuation summary of accumulating with-profits contracts
Name of insurer HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
Financial year ended 31 December 2008
Units £000
UK Pension / Reinsurance ceded intra-group
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
525 Individual pensions UWP 9816 9816 9816 9816
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Form 53
Long-term insurance business : Valuation summary of property linked contracts
Name of insurer HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
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
700 Life property linked single premium 189 13171 88 15108 15108 1 15110
700 Life property linked single premium SAL 119523 119523 119523
720 Life property linked endowment regular premium - target cash 71 71 71
795 Miscellaneous property linked 113849 113849 158 114007
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Form 53
Long-term insurance business : Valuation summary of property linked contracts
Name of insurer HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
Financial year ended 31 December 2008
Units £000
UK Life / Reinsurance ceded intra-group
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
795 Miscellaneous property linked 158 158
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Form 53

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

Name of insurer HALIFAX LIFE LIMITED

Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT

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 87146 1911523 112600 1909796 1909796 4230 1914026
735 Group money purchase pensions property linked 16832 214374 6392 214374 214374 295 214669
750 Income drawdown property linked 6162 593709 593709 593709 292 594001
755 Trustee investment plan 101 9533 9533 9533 144 9677
790 Miscellaneous protection rider 8 8
795 Miscellaneous property linked 1601889 1601890 7552 1609443
795 Miscellaneous property linked ELAS 115 583 595 595 80 675
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Form 53
Long-term insurance business : Valuation summary of property linked contracts
Name of insurer HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
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 2970 5
795 Miscellaneous property linked 56
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Form 53
Long-term insurance business : Valuation summary of property linked contracts
Name of insurer HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
Financial year ended 31 December 2008
Units £000
UK Pension / Reinsurance ceded intra-group
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
795 Miscellaneous property linked ELAS 7554 7554
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Form 54
Long-term insurance business : Valuation summary of index linked contracts
Name of insurer HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
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
910 Miscellaneous index linked ELAS 140 140 140
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Form 54
Long-term insurance business : Valuation summary of index linked contracts
Name of insurer HALIFAX LIFE LIMITED
Total business / subfund 10 LONG TERM BUSINESS FUND - NON PROFIT
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 146 213 4831 4831 4831
910 Miscellaneous index linked ELAS 4738 4738 4738
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Form 55
Long-term insurance business : Unit prices for internal linked funds
Name of insurer HALIFAX LIFE LIMITED
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
All Share Index Tracking 2k Pension Fund 15 - individual pension - UK equity 425478 |All Share Index Tracking 2 0.90 124.2967 86.7221 (30.23)
All Share Index Tracking Pension Fund 15 - individual pension - UK equity 122768 [All Share Index Tracking Pe 0.50 125.9945 88.3215 (29.90)
European Pension Fund 16 - individual pension - overseas equity 115995 |European Pension Fund 0.50 561.1789 422.6317 (24.69)
Far Eastern Pension Fund 16 - individual pension - overseas equity 125976 (Far Eastern Pension Fund 0.50 1417.9553 945.6910 (33.31)
High Income Pension Fund 15 - individual pension - UK equity 119323 [High Income Pension Fund 0.50 1405.2753 1045.8964 (25.57)
International Growth Pension Fund 16 - individual pension - overseas equity 157924 [International Growth Pensior| 0.50 589.9217 457.8000 (22.40)
International Growth Pension 2K Fund 16 - individual pension - overseas equity 288357 |International Growth Pensiol 0.90 116.1221 89.6265 (22.82)
North American Pension Fund 16 - individual pension - overseas equity 102789 [North American Pension Fur] 0.50 575.6634 488.5181 (15.14)
Pelican Pension 2K Fund 15 - individual pension - UK equity 289027 |Pelican Pension 2K Fund 1.45 126.7110 88.4614 (30.19)
Pelican Pension Fund 15 - individual pension - UK equity 454263 |Pelican Pension Fund 0.50 938.8461 662.1564 (29.47)
Money Pension Fund 14 - individual pension-other managed fund 436056 |Money Pension Fund 0.50 464.2039 476.8319 2.72
Gilt & Fixed Interest Fund 14 - individual pension - other managed fund 580422 |Gilt & Fixed Interest Fund 1.45 111.8260 126.5759 13.19
High Income 2k Pension Fund 15 - individual pension - UK equity 177947 [High Income 2k Pension Ful 1.45 129.9580 95.7458 (26.33)
Property Fund 07 - life - property 119823 |Property Fund 1.25 137.1538 103.6294 (24.44)
Property Pension Fund 17 - individual pension - property 106195 (Property Pension Fund 0.50 561.2359 435.4910 (22.40)
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Form 56

Long-term insurance business : Index linked business

Name of insurer HALIFAX LIFE LIMITED

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
Approved fixed interest securities 13
Other fixed interest securities 14
Cash and deposits 15
Equity index derivatives 16
Inflation swaps 17
Other assets 18
Variation margin 19
Total (11 to 19) 20

Credit rating of other fixed interest and
other variable interest securities

AAA/Aaa 31
AA/Aa 32
AIA 33
BBB/Baa 34
BB/Ba 35
B/B 36
CCC/Caa 37
Other (including unrated) 38
_TotaI other fix_eq interest and other variable 39
interest securities

48
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Long-term insurance business: Analysis of valuation interest rate

Name of insurer

Total business

Financial year ended

Units

HALIFAX LIFE LIMITED

10 LONG TERM BUSINESS FUND - NON PROFIT

31 December 2008

£000

Form 57

Product group

Net valuation
interest rate

Net mathematical
reserves

Gross valuation
interest rate

4

Risk adjusted
yield on
matching assets

5

UK L & GA Form 51 Term Assurances

UK Pens NP Form 51 Annuities

UK Pensions Form 53 Pensions

Balance

Total

49
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Long-term insurance business : Distribution of surplus

Name of insurer
Total business / subfund

Financial year ended

HALIFAX LIFE LIMITED
10 LONG TERM BUSINESS FUND - NON PROFIT
31 December 2008

Form 58

Units £000
Financial year Previous year
1 2
Valuation result
Fund carried forward 11 4716306 5876194
Bonus payments in anticipation of a surplus 12
Transfer to non-technical account 13 20000
Transfer to other funds / parts of funds 14
Subtotal (11 to 14) 15 4716306 5896194
Mathematical reserves 21 4675574 5820838
s g ongerey seaner e | =
Composition of surplus
Balance brought forward 31 55356 47347
Transfer from non-technical account 32
Transfer from other funds / parts of fund 33
Surplus arising since the last valuation 34 (14624) 28009
Total 39 40732 75356
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 20000
Total distributed surplus (46+47) 48 20000
Surplus carried forward 49 40732 55356
Total (48+49) 59 40732 75356
Percentage of distributed surplus allocated to policyholders
Current year 61
Current year - 1 62
Current year - 2 63
Current year - 3 64

50
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Long-term insurance capital requirement
HALIFAX LIFE LIMITED

Name of insurer
Global business

Financial year ended

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% 0.50
Classes | (other), Il and IX 14 0.3% 6200354 6764 9301 13667
Classes llI, VIl and VIII 15 0.3% 56254 23201 0.50 84 138
Total 16 6256608 29965 9385 13805
Insurance health risk and life protection reinsurance capital component
Class IV supplementary
classes 1 and 2 and life 21 1 1
protection reinsurance
Insurance expense risk capital component
Life protgctlon and permanent 21 0%
health reinsurance
Classes | (other), Il and IX 32 1% 399634 87033 0.85 3397 3657
Classes Ill, VIl and Vill 33| 1% 17774 10063 0.85 151 627
(investment risk)
Classes Ill, Vil and Vill 34| 1% 1908010 1908010 1.00 19080 19568
(expenses fixed 5 yrs +)
Classes llI, VIl and VIII 35 25% 1169 ass
(other)
Class IV (other) 36 1%
Class V 37 1%
Class VI 38 1%
Total 39 23797 24740
Insurance market risk capital component
Life protgctlon and permanent a1 0%
health reinsurance
Classes | (other), Il and IX 42 3% 399634 87033 0.85 10191 10972
Classes IIl, VIl and Vill 43| 3% 17774 10063 0.85 453 1880
(investment risk)
Classes Iil, Vil and VIl 44 | 0% 1908010 1908010
(expenses fixed 5 yrs +)
Classes I, VIl and VI 45 0% 2680283 2670468
(other)
Class IV (other) 46 3%
Class V 47 0%
Class VI 48 3%
Total 49 5005702 4675574 10644 12852
Long term insurance capital 51 43826 51398

requirement
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RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES
HALIFAX LIFE LIMITED
FINANCIAL YEAR ENDED 31st DECEMBER 2008

NOTES TO THE FORMS

*0301* Form 3 reconciliation of net admissible assets to total capital resources after deductions

Total of admissible assets - other than long term business assets

Form 13 Line 89

Total of admissible assets - long term business assets
Form 13 Line 89

Less:

Mathematical reserves, after distribution of surplus
Form 14 Line 11

Total other long term business liabilities — Form 14 line 49

Total liabilities - other than long term insurance business
Form 15 Line 69

Capital requirements of regulated related undertakings
Form 2 Line 35

Net admissible assets / total capital resources after deductions

Form 3 Line 79

*0310* Details of positive and negative valuation differences

Negative valuation differences on liabilities
Closure reserves

Sterling reserves on IAS39 products

Policy data integrity provision

Credit risk provision

Net negative valuation difference — Form 3 line 35

*0313* Reconciliation of profit and loss and other reserves to Form 16

Profit and Loss Account and other reserves as at 31% December 2007

Form 3 Line 12 Column 4

Profit and Loss Account and other reserves as at 31% December 2008

Form 3 Line 12 Column 3

Movement in Profit and Loss Account and Other Reserves

Long Term Business Fund loss retained for the financial year

Loss retained for the financial year - Form 16 Line 59
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£000
187,542

4,819,305

(4,675,574)

(102,999)
(161)

269,008

497,121

£000

4,100
4,943

500
1,720

11,263

£000
(303,169)

219,735

(83,434)

25,645

(57,789)




RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES

HALIFAX LIFE LIMITED

FINANCIAL YEAR ENDED 31st DECEMBER 2008

NOTES TO THE FORMS (Continued)

*1301* Aggregate value of certain securities

The company held £163,828 in floating rate notes in the other than long term insurance fund

which are not readily realisable.

*1304* & *1310* Set off of amounts

Amounts have been set off to the extent permitted by generally accepted accounting principles.

*1305* Maximum counterparty limits permitted by the company's investment guidelines, and details of

any breaches during the year

The maximum exposure to any one counterparty during the financial year for other than long
term business was restricted to the following:

Credit rating of issuer Maximum % of UK bond | Maximum absolute
portfolio amount

AAA Sovereigns /AAA 10% £100m
Supranationals / AAA Rated
Government Agencies
AAA 5% £50m
AA 3% £30m
A or below 0% £0m

The maximum exposure to any one issuer (excluding the UK Government) is a percentage of the
fund, dependent on credit rating, as laid out in the table above. In the case of issues by members
of a group, issuer is defined as the group, not merely the issuing subsidiary.

*1306* & *1312* Amount and nature of exposure at the year end to large counterparties

At 31st December 2008 there was no exposure to any one counterparty greater than 5% of the
base capital resources requirement and long term insurance business liabilities, excluding
property linked liabilities and net of reinsurance ceded.

*1308* Aggregate value of certain securities

The company held £22,952,313 in floating rate notes in the long term insurance fund which are

not readily realisable.

*1318* Details of other adjustments to assets

£000
Reclassification of unit linked liabilities included in Net Asset Value 31,268
of unit linked funds on Form 13 Line 59
Other balances reclassified for IFRS reporting purposes 10
Other adjustments to assets — Form 13 Line 101 31,278
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RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES
HALIFAX LIFE LIMITED

FINANCIAL YEAR ENDED 31st DECEMBER 2008

NOTES TO THE FORMS (Continued)

*1319* Maximum counterparty limits permitted by the company's investment guidelines, and details of
any breaches during the year

The maximum exposure to any one counterparty during the financial year for long term business
was restricted to the following:

Credit rating of issuer Maximum % of UK bond | Maximum absolute
portfolio amount

AAA Sovereigns /AAA 10% £100m
Supranationals / AAA Rated
Government Agencies

AAA 5% £50m
AA 3% £30m
A 2% £20m
BBB or below 0% £0m

The maximum exposure to any one issuer (excluding the UK Government) is a percentage of the
fund, dependent on credit rating, as laid out in the table above. In the case of issues by members
of a group, issuer is defined as the group, not merely the issuing subsidiary.

Property Linked funds are excluded from this aggregate total due to the policyholders effectively
assuming the investment risk.

*1401* Methods and assumptions used to determine the amount of any provision for adverse changes

No provision has been made. The need for any provision has been considered by the Actuarial
Function Holder in accordance with IPRU(INS) Appendix 9.1 paragraph 12.

*1402* Details of contingencies and commitments:
a) Charges over assets
There are no charges over assets.
b) Potential capital gains tax liability

There is no potential capital gains tax liability should the Company dispose of its assets, based
on asset values as at 31% December 2008.

C) Contingent liabilities
There are no contingent liabilities.

d) Guarantees, indemnities or other contractual commitments affected other than in the
ordinary course of insurance business and in respect of related companies

There are no such items.
e) Other fundamental uncertainties

There are no other uncertainties which it is necessary to disclose.
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RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES
HALIFAX LIFE LIMITED
FINANCIAL YEAR ENDED 31st DECEMBER 2008

NOTES TO THE FORMS (Continued)

*1405* Details of other adjustments to liabilities

£000

Deferred tax adjustments 27,954

Deferred income reserve 2,292

Reclassification of unit linked liabilities included in Net Asset 31,268
Value of unit linked funds on Form 13 Line 59

61,514

Differences between IFRS and FSA mathematical reserves (11,263)

Other balances reclassified for IFRS reporting purposes 10

Other adjustments to liabilities - Form 14 Line 74 50,261

Differences between IFRS and FSA mathematical reserves include such items as sterling
reserves and minor adjustments for data integrity.
*1501* Methods and assumptions used to determine the amount of any provision for adverse changes
No provision has been made. The need for any provision has been considered by the Actuarial
Function Holder in accordance with IPRU(INS) Appendix 9.1 paragraph 12.
*1502* Details of contingencies and commitments;
a) Charges over assets
There are no charges over assets.
b) Potential capital gains tax liability

There is no potential capital gains tax liability should the Company dispose of its assets, based
on asset values at 31st December 2008.

C) Contingent liabilities
There are no contingent liabilities.

d) Guarantees, indemnities or other contractual commitments affected other than in the
ordinary course of insurance business and in respect of related companies

There are no such items.
e) Other fundamental uncertainties

There are no other uncertainties which it is necessary to disclose.

*1601* 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.
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RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES
HALIFAX LIFE LIMITED
FINANCIAL YEAR ENDED 31st DECEMBER 2008

NOTES TO THE FORMS (Continued)

*1603* Other income & charges of £3,199 relates to custody fees expenses.

*4002* Details of other income

£'000
Management fees from CMMF 1,377
Write back of profit in the year 1,411
Stock lending income 485
OEIC rebates 316
Sundry investment income 40
Other income — Form 40 Line 15 3,629

*4008* Provision of management services and name of the party providing such 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.

Norwich Union Life Services Limited and Halifax Reassurance Ireland Limited provided certain
administration services to the Company.

*4009* Material Connected Party Transactions

The intercompany transactions which exceeded 5% of the insurer's liabilities arising from the
long term business amount, excluding property linked and reinsurance are as follows:

Name of Relationship Amount Description of

connected with connected £000 transaction

person person

St Andrew's Life Subsidiary holding (480,300) Premiums

Assurance plc

HBOS plc Parent 320,300 Commission
undertaking

Clerical Medical Parent (53,200) Repayment of loan

Investment Group Ltd  undertaking

HBOS Financial Other Group (12,100) Recharges

Services Ltd company

Bank of Scotland plc Other Group 15,100 Bank account
company

HBOS Investment Other Group (15,700) Investment

Fund Managers Ltd company management fees

HBOS Investment Other Group (19,700) Collective investment

Fund Managers company schemes — purchases

OEICs & sales

No amounts were written off in the period in respect of debts due to or from connected parties.
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RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES
HALIFAX LIFE LIMITED
FINANCIAL YEAR ENDED 31st DECEMBER 2008

NOTES TO THE FORMS (Continued)

*4401* Basis of linked 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 rights and liabilities under derivative contracts

The aggregate value of liabilities under derivatives contracts in the linked funds is £5.8m.

*4502* Details of items reported as "other income" or "other expenditure”

Other income £000
OEIC rebates 316
Underwriting commission income 14
Income from fund managers 6
Write offs 2
Other income — Form 45 Line 14 338
Other expenditure £000
Write off of profit in the year 14,779
Other expenditure — Form 45 Line 26 14,779

*4802* No payment of interest is assumed for assets in default.

*4803* Where fixed and variable interest securities can be redeemed over a period at the option of the
guarantor or issuer, the latest possible redemption date has been assumed.
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RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES
HALIFAX LIFE LIMITED
FINANCIAL YEAR ENDED 31st DECEMBER 2008

NOTES TO THE FORMS (Continued)

*5103* Product code 440 covers a closure reserve, credit risk provision, data integrity provision and an
additional reserve on the money fund.

*5303* Property linked business reassured from ELAS is shown on Form 53 under the product code 795.

Rider benefits on Personal Pension are shown on Form 53 under product code 790.

*5403* Index linked annuity business reassured from ELAS is shown on Form 54 under the product code
910

*6001* The gross annual premiums that are considered under the Insurance Health Risk category are
£5,000. This is less than 1% of the gross annual premiums of the Company so Forms 11 and 12
are not needed. The capital requirement that is held has been doubled for prudence.
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RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES
HALIFAX LIFE 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 outwith 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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RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES
HALIFAX LIFE LIMITED
FINANCIAL YEAR ENDED 31st DECEMBER 2008

STATEMENT OF INFORMATION ON SHAREHOLDER CONTROLLER AS REQUIRED BY
RULE 9.30 OF THE INTERIM PRUDENTIAL SOURCEBOOK FOR INSURERS.

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, which is 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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RETURNS UNDER THE ACCOUNTS AND STATEMENTS RULES
HALIFAX LIFE LIMITED

FINANCIAL YEAR ENDED 31 DECEMBER 2008

APPENDIX 9.4 FOR THE PERIOD ENDING 31 DECEMBER 2008
ABSTRACT OF VALUATION REPORT

1. Introduction

Q) The valuation date is 31 December 2008.

(2) The previous valuation date was 31 December 2007.

3 No interim valuations were carried out for the purposes of rule 9.4.

2. Product range
There were no new products launched during 2008.
There were no products withdrawn or closed to new business during the period.

There were no significant changes to any existing products during the period.

3. Discretionary charges and benefits

D) Market value reductions were applied to most surrenders of pensions plan
investments in the Clerical Medical With-Profits Fund from February 2008, for policies
written from 2006 to 2008 and from November 2008, for polices written from 1999 to
2001.

2) There have been no changes to premiums on reviewable protection policies.

3) Not applicable

4) Service charges on linked policies are increased annually in line with the Average
Earnings Index (AEI) or the Retail Prices Index (RPI). In 2008 these were increased

as follows:
Products Old Charge | New Charge | Index Used
Personal Pension Plan £6.53 £6.77 AEI
Additional Pension Plan £6.53 £6.77 AEI
Personal Pension Plan / Top Up £1.98 £2.05 AEI
Pension Plan version 1 (lump sum
only)
Personal Pension Plan / Top Up £4.07 £4.22 AEI
Pension Plan version 1 (regular
payments)
Personal Pension Plan / Top Up £4.02 £4.22 RPI
Pension Plan version 2
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(5)
(6)

()
(@)

@)

The charge increases are based on July to July increases in the relevant indices, as

follows:
July 2007 July 2008 Increase
RPI 206.1 216.5 5.0%
AEI 131.5 136.2 3.6%

There have been no changes to benefit charges on linked policies during 2008.

There have been no changes to unit management charges or notional charges to
accumulating with-profits policies during the period.

Unit Pricing for Internal Linked Funds
(i) Creation and cancellation of units of internal linked funds:

The Company’s policy is to match the units allocated for policies (the “liability units”)
closely to the units available within each corresponding unit fund (the “asset units”).
The excess of asset units over the liability units is called the box of units. The
Company’s policy is to avoid negative unit boxes, however, for practical reasons these
can arise from time to time. The Company's policy also places a limit on the maximum
size of the box of units for each fund, after allowing for any units reserved for new
policies which have already been accepted but have yet to be issued. Whenever units
in a fund are created or cancelled, cash or assets of equivalent value at the bare price
are added or deducted respectively.

Within the above policy, the Company’s practice is to create or cancel units such that
each fund’s box size is the smallest practical commensurate with efficient dealing in the
investments permitted under the guidelines for the fund.

(i) Unit Prices:
The unit prices make allowance for the actual or expected outgoings from the fund,

actual tax charges and prospective tax liabilities attributable to the fund and are
computed for each fund normally each working day as follows:-

i) The assets of the fund are valued, together with any accrued income and
uninvested cash as follows:-

a) The maximum value of any asset may not exceed the market value at which it
may be purchased, increased by any charges which may be expected; and

b) The minimum value of any asset may not be less than the market value at
which it may be sold, reduced by any charges which may be expected.

C) The mid-market value of any asset is the average of the maximum and

minimum values.

ii) For listed securities, prices quoted on a recognised Stock Exchange are used.
Otherwise, the value of assets is determined by the Company in conjunction
with its investment managers.

iii) Any other charges incurred or expected are deducted or added.

iv) For single priced funds, the price of the units is the sum of the mid-market
values of the assets divided by the number of units in issue.
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(@)

(@)

(b)

(©)

(8)

9)

V) For dual priced funds, the price will be on a bid or offer basis as appropriate.
The bid price of the units is the sum of the bid-market values divided by the
number of units in issue. The offer price of the units is the bid price increased
for a bid/offer spread.

(iii) Valuation of Assets:

For the Balanced, Foundation and Opportunity Fund Series, the basis for valuing the
assets of each unit-linked fund depends on whether the fund is being priced on a net
creation or a net cancellation basis. On a net creation basis, assets are valued on an
offer basis and the value includes the transaction costs involved in purchasing assets.
On a net cancellation basis assets are valued on a bid basis, with the value including
a deduction for the cost of selling the assets.

For all other funds the assets are valued on a mid-market basis, where the mid-
market value of the assets is the average of the valuations on an offer and a bid basis
as described above. A dilution levy may be applied to large transactions, at the
discretion of the company, to avoid dilution of existing investments.

At 31 December 2008 an additional provision was made to reflect the costs of adverse
liquidity in the property market.

(iv) For the purpose of calculating the unit price of each fund the assets are
valued at 12pm. Allocations and deallocations of units from policies use the price at
the next valuation following receipt of instructions, except for switch transactions where
a cut-off point of 5pm applies, with instructions received after this time receiving the
price at the next but one valuation point.

For the Balanced, Foundation and Opportunity fund series, the pricing basis is
determined for each unit-linked fund, based on the balance of cash flows to and from
the fund. For all other funds there is no change in the pricing basis. Unit-linked
contracts can be invested in any of the unit-linked funds within the range of funds
available to them. The total value of units held within the contract is determined
based on the prices of the units in each of the fund in which the contract is invested.

Units held in collective investment schemes have been valued consistently with the
underlying investments, using the price applicable at the 12pm valuation point.

Taxation deductions for internal linked funds

Tax at 20% of realised chargeable gains is deducted from the funds annually in arrears.
There is no settlement of tax on unrealised gains and losses which remain as a
provision within the funds.

Taxation provisions for internal linked funds

A provision held in the internal linked fund is made on a daily basis for tax on both
realised capital gains and unrealised capital gains. Each day the unit price change is
segregated between that in respect of income and that in respect of capital gain. A
provision is then made on the basis that there is adequate provision to meet the future
incidence of tax payments as they fall due. Realised capital gains include deemed
disposals of OEICS.
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(10)

1)

Provision was made during 2008 on the internal linked funds for realised capital
gains and unrealised capital gains at a rate of 20%. However, the provision on
unrealised capital gains is discounted to net present value using a discount rate of
3.7%. Provision for unrelieved capital losses is made at a rate ranging between 0% and
17% depending on the expectation that gains will arise in the future to offset those
losses.

When a unit-linked fund invests through an external fund link and the external fund
provider charges the Company, then these charges are passed on to investors in the
fund as an addition to the existing charges. The end result is therefore profit neutral for
the company.

Valuation basis (other than for special reserves)

Valuation methods

Policies issued by HLL (NU administered — pre 9 April 2001)
Annuities

For conventional annuity products, the method of valuation adopted was to discount
benefit payments and administrative expenses for the life of the policy by reference to
the yield on matching fixed interest securities, reduced by 2.5% in accordance with
regulations and for tax, and subsequently rounded down to the nearest 0.01%.

Products linked to an internal linked fund

Policyholder property linked assets and liabilities are exactly matched. The unit
liabilities have been valued on a bid basis consistent with the valuation of the assets.
For accumulating with-profits units, the value of units is the same as the reinsurer’s
valuation liability. The with-profits business transacted does not participate in the
profits of the Company. The business is 100% reassured and receives the bonuses
declared by the reassurer based on the profits of the reassurer's fund.

To test for non-unit reserves, for each future month of the life of each policy, the net
cash flow was projected taking into consideration:-

premiums receivable less amounts to be applied to purchase units in respect thereof

plus expense, mortality and other charges made by cancelling units (expense
charges were increased at 3.49% per annum, mortality and other benefit
charge rates were current rates)

less per policy costs (costs were increased at 3.49% per annum)

less  mortality and other benefit costs.

The resultant net cash flows were discounted back to the valuation date starting from

the end of the projection period. Any negative discounted cash flow was accumulated

to the valuation date, offsetting from it positive discounted cash flows if they will occur,

on the valuation assumptions, prior to the date of the negative discounted cash flow.
The non-unit reserve is the net result of this computation.
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Options to increase the risks insured

No explicit reserve was considered necessary in respect of the maturity and extension
options in view of the variable charges for benefits.

Policies issued by HLL (Aylesbury administered — post 9 April 2001)

Annuities

For conventional annuity products, the method of valuation adopted was to discount
benefit payments and administrative expenses for the life of the policy by reference to
yields available on fixed interest securities, with allowance for reinvestment rates in
accordance with INSPRU 3.1.45R.

Products linked to an internal linked fund

The approach adopted was in line with the approach adopted for business written
previous to 9 April 2001. For unit linked annuities the reserve held in units was equal to
the contractual liability, determined using the mortality assumptions and an explicit
reserve was established to cover future expenses.

Index Linked Products

For index linked annuity products, the method of valuation adopted was to discount
benefit payments and administrative expenses for the life of the policy by reference to
yields available on index linked securities

Policies issued by LL and transferred to HLL (NU administered)

Products linked to an internal linked fund

The same approach was used as for the contracts issued by Halifax Life prior to 9 April
2001.

Optional benefits
As the liability has been assessed including due allowance for options, no explicit
reserve has been included.

Equitable Life Assurance Society

From 1 March 2001, the Company entered into a reassurance agreement with the
Equitable Life Assurance Society (ELAS). The agreement covers certain non-profit
business and unit-linked business. It does not cover with-profits business, annuities in
payment (excepting deferred annuities coming into payment after the date of the
reassurance agreement) or any guaranteed annuity options.

Comments applying to products in general

For business reinsured from Halifax Life to other HBOS group companies the reserve is
the same as the reinsurer's valuation liability.
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®)

Interest Rates

31/12/2008

31/12/2007

Linked Products Administered in
Aylesbury

3.41% p.a. (gross)
2.73% p.a. (net)

4.11% p.a. (gross)
3.29% p.a. (net)

Linked (inc UWP) Products
Administered by NU

2.22% p.a. (gross)

4.05% p.a. (gross)

Pension Annuities (pre 9 April 2001)

2.96% p.a.(gross)

4.20% p.a. (gross)

Immediate Annuities (post 9 April
2001)

3.11% p.a. (gross)

3.92% p.a. (gross)

Index-Linked Annuities (post 9 April

1.07% p.a. (gross)

1.07% p.a. (gross)

2001)

ELAS Reinsured business

31/12/2008 31/12/2007
Term Assurances - Life 4.81% 4.34%
Term Assurances - Pensions 3.12% 4.34%
Non-profit endowments / whole life 3.02% 4.34%
Pension Annuities - Immediate 3.58% 4.22%
Pension Annuities - Deferred 3.58% 4.22%
Life Annuities 3.58% 4.22%

Risk Adjusted Yields

The Company’s policy is to invest non-linked assets in fixed interest securities, cash
and near cash instruments. The yields on the underlying assets are adjusted to allow
for the maximum of 97.5% of the underlying yield and reduced by 0.14% for investment
expenses. Government fixed interest assets are assumed to be risk free and no further
margin is assumed in the valuation on corresponding liabilities. Other fixed interest
securities, other than cash are also valued at market value, and the yield is reduced by
a prudent allowance for credit default risk. The risk adjustment for fixed interest
securities is based on historic data relating to defaults, split by Moody's credit ratings. In
addition to the above, reinvestment rates are set in accordance with INSPRU 3.1.45R.

(4) & (5) Mortality and Morbidity Rates

Policies issued by HLL (NU administered — pre 9 April 2001)
Non-linked Policies

For open market option annuity contracts, the following mortality is assumed:-

31/12/2008 31/12/2007

50% AM92 Ultimate
50% AF92 Ultimate

Male Lives
Female Lives

80% RMV92(C2020) — 1 years
80% RFV92(C2020) — 1 years

66




Linked Policies

For linked policies (inc UWP policies), the following mortality is assumed:-

31/12/2008 31/12/2007
Male Lives Regular 50% AM92 Male Lives Non 77% AM80
Premiums Ultimate Smoker Ultimate
Male Lives Single 66% AM92 Male Lives Smoker 132% AMS80
Premiums Ultimate Ultimate
Female Lives Regular 50% AF92 Female Lives Non 83% AF80
Premiums Ultimate Smoker Ultimate
Female Lives Single 83% AF92 Female Lives 143% AF80
Premium Ultimate Smoker Ultimate

For linked policies, no explicit allowance has been made for possible future increases

to mortality.

Policies issued by HLL (Aylesbury administered — post 9 April 2001)

For non-linked pension annuity policies in payment, the following mortality is assumed:-

31/12/2008 31/12/2007
Male Lives 86% PMA92mc 97.5% PMA92mc
(min 1.5% improvement) (min 1.5% improvement)
Female 83% PFA92dc 80% PFA92dc
Lives (dc = 75% of mc improvements) (dc = 75% of mc improvements)

(min 1% improvement)

(min 1% improvement)

Expectation of life Age 65 Age 75
Males 26.9 17.2
Females 26.4 17.3

Linked Policies

For linked individual pension policies the following mortality is assumed:-

31/12/2008

31/12/2007

Male Lives Regular Premiums

50% AM92 Ultimate

44% AM92 Ultimate

Male Lives Single Premiums

66% AM92 Ultimate

44% AM92 Ultimate

Female Lives Regular

Premiums

50% AF92 Ultimate

Female Lives Single Premium

83% AF92 Ultimate

110% AF92 Ultimate

110% AF92 Ultimate

For index linked pension annuity policies in payment, the following mortality is

assumed:-

31/12/2008

31/12/2007

Male Lives

86% PMA92mc

97.5% PMA92mc
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(min 1.5% improvement)

(min 1.5% improvement)

Female
Lives (dc

83% PFA92dc
= 75% of mc improvements)
(min 1% improvement)

80% PFA92dc
(dc = 75% of mc improvements)
(min 1% improvement)

Expectation of life Age 65 Age 75
Males 26.9 17.2
Females 26.4 17.3
Policies issued by LL and transferred to HLL (NU administered)
Linked Policies
For linked palicies, the following mortality is assumed:-
31/12/2008 31/12/2007

Male Lives Non Smokers

50% AM92 Ultimate

70% A67-70 Ultimate

Male Lives Smokers

50% AM92 Ultimate

101% A67-70 Ultimate

Female Lives

Male rate less 3 years

Male rate less 3 years

Other Reserves

Explicit rates are not generally assumed in the valuation for either the incidence of
critical illnesses or other morbidity. For all contracts except linked term assurances, the
reserve held is a percentage of the monthly premium payable or charge made, both of
which include a positive margin over corresponding rates charged by the Company’s
reinsurers. The reserves are as follows:-

Morbidity Benefits

Reserve

Conventional Term Assurances

Premium Waiver

One year's premium

Products Linked to Internal Linked Funds

Premium Waiver

One month’s premium

For all policies, no explicit allowance has been made for future possible increases to

morbidity.

ELAS Reinsured Policies

31/12/2008 31/12/2008
Products Male Female
Term Assurances 49.5% TM92U 44% TF92U
Non-profit endowments / | 55% TM92U 66% TF92U

whole life

Pension Annuities

85% PCMAOQO* mc
(minimum improvement
rate 1.5%pa)

90% PCFA00* (75% of mc
improvements) (minimum
improvement rate 1%pa)

Life Annuities

85% PCMAOQ00* mc
(minimum improvement
rate 1.5%pa)

90% PCFAO00* (75% of mc
improvements) (minimum
improvement rate 1%pa)
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Sampled rates for annuities in payment

whole life

Expectation of life Age 65 Age 75

Males 24.3 15.2

Females 24.8 15.8
31/12/2007 31/12/2007

Products Male Female

Term Assurances TM80 Ult-5+0.0005 AF80 Ult-4+0.0002

Non-profit endowments / | AM80 Ult AF80 Ult

Pension Annuities

97.5% PMA92 (mc)
(minimum improvement

80% PFA92 (75% of mc)
(minimum improvement

rate 1.5%) rate 1%)
Life Annuities IMA92 90% IFA92
(6) Expense Bases
Non-linked contracts
The explicit expense allowance per policy amounted to:-
31/12/2008 31/12/2007

Policies issued by HLL (NU | Annuity £20.63 £17.20
administered — pre 9 April
2001)
Policies issued by HLL Annuity £31.89 £47.69
(Aylesbury administered —
post 9 April 2001)

Linked contracts

The explicit expense allowance per policy amounted to:-

31/12/2008 31/12/2007
Policies issued by HLL (inc Pensions RP £29.11 £33.07
UWP) (NU administered — Pensions SP £14.55 £16.54
pre 9 April 2001)
Policies issued by HLL Assurances £6.14 £17.38
(Aylesbury administered —
post 9 April 2001) Individual Pension £132.86 £228.13
RP
Individual Pension £66.43 £114.07
SP
Income Drawdown £65.39 £131.99
Stakeholder RP £12.94 £52.44
Stakeholder SP £6.47 £26.22
Life £6.14 £17.38
Poalicies issued by Leeds Pensions RP £29.11 £33.07
Life and transferred to HLL Pensions SP £14.55 £16.54
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()

(8)

[ (NU administered) |

An investment expense of 0.18% per annum of unit reserves was reserved for.

ELAS Reinsured

The explicit expense allowance per policy amounted to:-

Product 31/12/2008 31/12/2007
Retirement annuities 42.49 42.49
Assurances 13.41 31.93
School Fee Trust Plans 17.85 42.49
Personal pensions & FSAVCs 17.85 42.49
Individual pensions 44.56 106.09
Group Final Salary 5.41 per member 12.88 per
member
Group Pensions (AVC and Money 6.71 per member 15.97 per
Purchase) member
Managed Pension 17.85 42.49

Unit Growth Rates

For policies linked to internal linked funds, the following growth rates were used:-

Type of business Life / 31/12/2008 31/12/2007
Pension
All products Pension 3.74% p.a. 4.55% p.a.

For NU Administered products the equivalent unit growth rate after charges for as at 31
December 2008 is 2.96% p.a. for Series 1 and 3.48% p.a. for Series 2. As at 31
December 2007 these were 3.77% p.a. for Series 1 and 4.29% p.a. for Series 2.

Per policy expenses are assumed to increase at a rate of 3.49% for all products.

Future bonus rates in the valuation basis

In accordance with INSPRU 1.2.31 no allowance for future bonus rates has been made
when determining the mathematical reserves of with-profits contracts in Form 52.
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9) Lapse, Surrender and Paid-Up Assumptions

For policies linked to internal funds the following lapse rates were used in the valuation at

31/12/2008:-
Lapse Rate for the policy year (%
p.a.)

Product Type 1-5 6-10 11-15 16-20
Personal Investment Plan Surrender 5.0 5.2 5.2 5.2
Individual Stakeholder RP Surrender 2.0 2.0 2.0 2.0
Individual Stakeholder SP

(BOSIS) Surrender 3.2 3.2 3.2 3.2
Individual Stakeholder SP

(Retail) Surrender 0.4 0.4 0.4 0.4

Income Drawdown Plan Surrender 3.2 3.2 3.2 3.2

Group Stakeholder Plan Surrender 0.8 0.8 0.8 0.8

Individual Pensions Plan Surrender 3.2 3.2 3.2 3.2

For all other products no allowance is made for lapses in the valuation.
There was no allowance for lapses as at 31/12/2007.
(10) Other material basis assumptions
All covered in the above sections.
(11) Derivatives
Not applicable.
(12) Impact of changes in INSPRU valuation rules from 31 December 2007

The effect on sterling reserves as at 31 December 2008 arising from changes in
INSPRU valuation rules effective from December 2006 is as follows:-

£m effect
2.4 Allowance for lapses on valuation of unit-linked business
31.1 Allowance for attributable expenses on valuation of unit-linked business
33.4 Total

5. Options and guarantees

Q) No guaranteed annuity rates applied to any with-profits products.
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)

)

®)

(4)

()

(6)

Expense Reserves

Homogeneous | Implicit Explicit Explicit Non-— Total
risk group allowances | allowances | allowances | attributable
(investment) | (other) expenses

£m £m £m £m £m
Aylesbury 0 5.0 1.3 1.7 8.0
Administered
Unit linked
All expenses 0 0.3 0.5 0.8
attributable n/a
Total 0 5.3 1.8 1.7 8.8

The total renewal (including terminal) expense loadings in the valuation are £3.5m.
These figures include both explicit and implicit expense allowances.

An allowance for investment expenses has been calculated as £5.3m.

For contracts valued using a net premium valuation the expense inflation is implicit in
the margin between office and net premiums. For other contracts expense inflation is
allowed for directly.

The amount of modelled maintenance expenses is different to the maintenance
expenses shown at line 14 of Form 43. This is because the latter includes one off
costs as well as recharges under reinsurance arrangements with other companies in
HBOS plc.

For HLL the expected present value of future profit for new business is £20.3m so no
additional reserve is needed here.

Closure reserve
A reserve of £4.1m has been established for development costs in 2009.

No reserve has been established for the cost of closing to new business twelve months
after the valuation date, other than the provision for development costs above. In the
event of closure Norwich Union Life Services Limited and Halifax Reinsurance Ireland
Ltd will continue to administer the business and operating and overhead expenses will
continue to be incurred at budgeted levels. HLL distribution costs are paid by HBOS
plc Retail and charged to HLL via a fee. If branch staff were made redundant these
costs would be incurred by HBOS plc Retail and would not impact HLL.

Non-attributable expenses

Total non-attributable expenses are £1.7m p.a. An additional reserve is held to cover
these projected expenses, to the extent that they are not covered by surpluses
emerging on the valuation basis. As at December 2008 this is zero. The non-
attributable expenses are assumed to increase at 3.49% pa, and to decrease in line
with the projected run-off of policies. Future negative cashflows are discounted at
3.41%. This is the valuation interest rate for sterling reserves, net of investment
expenses.
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®)
(6)

1)

)

Mismatching Reserves

Not applicable.

Not applicable.

Currency Matching

All non-unit reserves are matched by assets in the same currency.
Resilience Capital Requirement

A resilience capital requirement (RCR) has been calculated in accordance with
INSPRU 3.1.10. The RCR was determined by identifying assets which, after applying
the scenario set out below, had a value equal to the firm’s long term insurance liabilities
under that scenario. The amount of the RCR was then calculated by deducting the
long term insurance liabilities from the value of the assets identified above, prior to
applying the scenario below.

For the purpose of calculating the RCR, the most onerous scenario under INSPRU
3.1.16 was a fall in the market value of equities of 10%, a fall in real estate values of
10% and a fall in the yields on fixed interest investments of 75 basis points (20% of the
long-term gilt yield).

There are no assets invested outside the UK and so no testing was necessary.

After carrying out this test, an RCR of £4.4m is required. Under the scenario described
above, the increase in the aggregate amount of the liabilities was £5.4m. The
aggregate amount by which the assets allocated to match these liabilities increased
from the amount shown in Form 13 was £0.9m.

Other Special Reserves

The closure reserve is considered in section 6. No other reserves are significant
enough to include.

Reinsurance

Details of reinsurance with bodies not authorised in the UK
No premiums were payable to reinsurers not authorised in the UK.
Details of reinsurance with UK-authorised bodies

All reinsurers are UK authorised. The Company is only connected with Clerical Medical
Investment Group (CMIG) and Clerical Medical Managed Funds (CMMF), the three
companies being wholly owned subsidiaries of HBOS plc. Some in force business is
administered but not otherwise connected with Norwich Union Life Services Limited, a
member of the AVIVA group. The Company is liable to refund reinsurance
commissions only where the Company is successful in recovering commissions from its
agent. Due provision is already held for this within the valuation so no extra reserve is
held within the balance sheet.
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Policies written by the Equitable Life Assurance Society (ELAS) and accepted as
Reassurance by the Company.

Part of the reassurance accepted from ELAS is ceded out under the following treaty:-

reserves

Treaty Scope Type & | Share | Math Res | Prems
Ceding Ceded Paid
(£000) (£000)
R2 | Life non-profit business; Risk 100% | 320,312 | 29,504
Pensions business including non- Premium | CMMF
profit immediate annuities; Quota
Unit-linked business — non unit Share

3) Not applicable.

10. Reversionary (or annual) bonus

Not applicable.
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