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		 	 Period 10 July to 
		 2007	 31 December 2006
EEV operating profit after tax attributable to equity holders of Standard Life plc (£m) **	 617	 248

Basic EPS (pence)	 28.9	 11.8
Weighted average number of ordinary shares in issue (millions)	 2,138	 2,102

Diluted EPS (pence)	 28.3	 11.4
Weighted average number of ordinary shares on a diluted basis (millions)*	 2,177	 2,173

*	 Includes the full dilutive effect of bonus shares committed to at the time of the demutualisation of The Standard Life Assurance Company and the flotation 
of Standard Life plc and share awards and share options.

**	EEV operating profit before tax of £881m (2006: £346m) less attributed tax on operating profit of £264m (2006: £98m).

EEV earnings per share (EPS)
For the year ended 31 December 2007
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				   Period 10 July to 
		 	 2007	 31 December 2006
		 Notes	 £m	 £m
Fair value (losses)/gains on cash flow hedges		  (6)		  4
Actuarial (losses) on defined benefit pension schemes		  (3)		  (2)
Exchange differences on translating foreign operations*		  191	 	 (105)
Aggregate tax effect of items not recognised in income statement		  (1)		  (6)
Other		  6		  -
Net income/(expense) not recognised in income statement	 187		  (109)
Profit after tax		  587		  515
Total recognised income for the period attributable to equity holders	 7	 774		  406

*	 Exchange differences primarily relate to Canada.

EEV consolidated statement of recognised 
income and expense
For the year ended 31 December 2007
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			  31 December 2007	 31 December 2006
		 Notes	 £m	 £m
Covered business			 
Free surplus		  1,237	 720
Required capital			   680		  562
Net worth			   1,917		  1,282

	Present value of in-force		  3,639	 3,480
Cost of required capital			   (312)		  (263)
Total embedded value of covered business	 2(c)		  5,244		  4,499

Non-covered business 			 
Investment management		  142	 150
Banking		  303	 355
Healthcare		  95	 118
Group Corporate Centre		  513	 553
Other 		  49	 73
UK pension scheme deficit		  (135)		  (140)
Total net assets of non-covered business	 6(a)		  967		  1,109
			
Total Group embedded value	 7		  6,211		  5,608

Equity			 
Share capital		  217		  210
Share premium reserve		  792		  799
Other reserves		  2,273		  1,869
EEV reserves		  2,929		  2,730
Total equity*		  6,211		  5,608

*	 Embedded value equity per share is 285p as at 31 December 2007 compared to 258p as at 31 December 2006 based on diluted share totals of 2,177m as at 
31 December 2007 and 2,177m as at 31 December 2006.

Approved on behalf of the Board of Directors on 12 March 2008 by the following Directors:

Gerry Grimstone, Chairman		              David Nish, Group Finance Director

EEV consolidated balance sheet 
As at 31 December 2007
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1. Basis of preparation
The European Embedded Value (EEV) basis results have been prepared in accordance with the EEV Principles and Guidance issued in 
May 2004 by the CFO Forum of European Insurance Companies and the Additional Guidance issued in October 2005. EEV reports 
the value of business in-force based on a set of best estimate assumptions, allowing for the impact of uncertainty inherent in future 
assumptions, the cost of holding required capital and the value of free surplus. The total profit recognised over the lifetime of a 
policy is the same as under International Financial Reporting Standards (IFRS), but the timing of recognition of profits is different.

EEV includes the net assets of the businesses that are owned by equity holders of Standard Life plc plus the present value of future 
profits expected to arise from in-force long-term insurance policies (PVIF) where these future profits are attributable to equity 
holders under the Scheme of Demutualisation (the Scheme) or from sales of new business since 10 July 2006.

The opening and closing EEV numbers, and therefore the profit arising in the period, for the covered business are determined on an 
after tax basis. The tax assumptions are based upon the best estimate of the actual tax expected to arise. Profit before tax is derived 
by grossing up profit after tax at the standard rate of corporation tax appropriate to each territory. While for some territories this rate 
does not equate to the actual effective rate of tax used in the calculation of after tax profits, it provides a consistent grossing up basis 
upon which to compare results from one year to another and is in line with the Group’s expectation of the rate of tax applicable to 
business sold after demutualisation.

A detailed description of EEV methodology is provided in Note 16. There have been no significant changes to EEV methodology 
from that adopted in the 2006 Annual Report and Accounts except as noted below.

Comparatives
On 10 July 2006, The Standard Life Assurance Company (SLAC) demutualised and the shares of a new holding company for the 
Group, Standard Life plc, were listed on the London Stock Exchange. This resulted in the parent company of the Group being a 
mutual insurer for the period before 10 July 2006, and the parent company of the Group being equity holder owned for the period 
from 10 July 2006. 

As a result, the EEV results for the comparative period comprise proforma results for the period 1 January 2006 to 10 July 2006, and 
audited EEV results for the period 10 July 2006 to 31 December 2006. Since the results for the year are a combination of unaudited 
and audited results, only the audited period 10 July 2006 to 31 December 2006 is used as a comparative for the year ended 
31 December 2007. 

The investment management result for both periods includes the profits of other general insurance operations managed by 
Standard Life Investments (SLI). In previous periods, all general insurance was included under healthcare and general insurance.

Covered business
A detailed description of EEV covered business is provided within the EEV methodology in Note 16. The categories of business 
included within covered business have been expanded since the Interim Results 2007 to include certain mutual funds sold in the UK 
and Canada. This change has been reflected in the results by processing an opening adjustment in the EEV, capturing the PVIF as 
at 1 January 2007 within covered business and removing any related intangibles, e.g. deferred acquisition costs, from the opening 
net assets of non-covered business. The movement in the EEV of those mutual funds during the year ended 31 December 2007 is 
reflected in the covered business EEV movement with changes in net worth transferred back to non-covered business for inclusion 
in their closing net asset position. There is no restatement of the results for 10 July to 31 December 2006.

Assumptions
In the year ended 31 December 2007 corporation tax rates reflect the changes that will take effect in the UK from 1 April 2008 and 
in Germany from 1 January 2008, and the changes in Canadian tax rates applied from 2007.

On 14 February 2008 we announced the reinsurance of part of our UK immediate annuity portfolio to Canada Life International Re. 
The impact of this transaction has not been reflected in these results for the year ended 31 December 2007.

Continuous Improvement Programme
In March 2007, we announced our aim to reduce underlying costs by a further £100m by 2009. £9m of costs associated with 
progressing this initiative have already been incurred and are included in restructuring and corporate transaction expenses.

Notes to the EEV financial information
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2. Segmental analysis – covered business
(a) Segmental EEV income statement

	12 months to 31 December 2007						      HWPF
		 	 UK	 Canada	 Europe	 Other	 TVOG	 Total
		 Notes	 £m	 £m	 £m	 £m	 £m	 £m
Contribution from new business 	 3	 282	 37	 26	 -	 -	 345
Contribution from in-force business:							     

Expected return on existing business		  288	 88	 25	 -	 -	 401
Experience variances	 4	 (116)	 31	 (5)	 -	 42	 (48)
Operating assumption changes	 5	 139	 21	 (12)	 -	 -	 148

Development expenses		  (11)	 (2)	 (9)	 -	 -	 (22)
Expected return on free surplus		  24	 3	 1	 (12)	 -	 16
Operating profit before tax	 	 606	 178	 26	 (12)	 42	 840

Investment return and tax variances		  (105)	 80	 (10)	 -	 18	 (17)
Effect of economic assumption changes		  (56)	 71	 -	 -	 12	 27
Restructuring expenses		  (6)	 -	 -	 -	 -	 (6)
Profit before tax	 	 439	 329	 16	 (12)	 72	 844

Attributed tax		  (123)	 (92)	 (5)	 1	 (21)	 (240)

	Profit after tax	 	 316	 237	 11	 (11)	 51	 604

	Period 10 July to 31 December 2006						      HWPF
		 	 UK	 Canada	 Europe	 Other	 TVOG	 Total
		 Notes	 £m	 £m	 £m	 £m	 £m	 £m
Contribution from new business 	 3	 84	 17	 4	 -	 -	 105
Contribution from in-force business:							     

Expected return on existing business		  136	 47	 15	 -	 -	 198
Experience variances	 4	 49	 (8)	 (7)	 -	 28	 62
Operating assumption changes	 5	 (55)	 27	 5	 -	 3	 (20)

Development expenses		  (6)	 -	 (7)	 -	 -	 (13)
Expected return on free surplus		  6	 (3)	 1	 (7)	 -	 (3)
Operating profit before tax	 	 214	 80	 11	 (7)	 31	 329

	Investment return and tax variances		  142	 55	 6	 -	 26	 229
Effect of economic assumption changes		  159	 (36)	 14	 -	 3	 140
Restructuring expenses		  -	 -	 -	 -	 -	 -
Profit before tax	 	 515	 99	 31	 (7)	 60	 698

	Attributed tax		  (154)	 (30)	 (9)	 1	 (18)	 (210)

Profit after tax	 	 361	 69	 22	 (6)	 42	 488

An analysis of profit after tax by territory is provided in Note 9.

Operating profit before tax for covered business is calculated using the expected long-term investment return. Investment variances, 
the effect of economic assumption changes and other non-operating items are excluded from the operating profit for the period and 
are reported as part of the total EEV profit.
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Notes to the EEV financial information continued

2. Segmental analysis – covered business continued
(a) Segmental EEV income statement continued

HWPF TVOG represents the time value of financial options and guarantees (TVOG) arising from the Heritage With Profits Fund 
(HWPF). Although this fund includes business written by the UK, Germany and Ireland, it is managed at a combined level by the UK 
financial services division and is shown separately in this analysis. The results for Canada include the cost of the Canadian TVOG, and 
the results for Europe include the cost of TVOG arising on business written outside of the HWPF in Germany.

The principal effect of determining the pre-tax results using the standard rate of tax compared to the actual effective rate is to 
decrease the effect of economic assumption changes by £67m (UK £65m, Europe £2m), arising from the impact of both investment 
related increases and changes in UK corporation tax rates in the value of the tax effects that have been assumed to arise as a result of 
funding HWPF transfers out of unallocated surplus.

The 2007 income statements for the UK and Europe reflect the changes in corporation tax rates in the UK and Germany. These 
changes are:

	in the UK, reduction from 30% in 2007 to 28% from 1 April 2008; and• 

	in Germany, from 40% in 2007 to 30% commencing 1 January 2008.• 

The one off impact of these reductions in the long-term corporation tax rates amounts to a gain of £68m (UK £50m, Europe £18m) 
and has been included within the effect of economic assumption changes line.

The changes in Canadian corporation tax rates from 2007 have resulted in a total gain of £26m, of which negative £15m emerges 
through investment return and tax variances, and £41m emerges through the effect of economic assumption changes.

The 2007 income statement for Canada includes the effect of changes in accounting policy following the implementation on 
1 January 2007 of the Canadian Institute of Chartered Accountants Handbook Section 3855 Financial Instruments – Recognition and 
Measurement, issued by the Canadian Accounting Standards Board. This provides new valuation methods, principally moving equity 
and bond asset values and related liabilities to a market value basis. The impact of this change amounts to a gain of £20m which has 
been included within the effect of economic assumption changes line.

(b) Segmental analysis of movements in EEV

	12 months to 31 December 2007	 				    HWPF
		 UK	 Canada	 Europe	 Other	 TVOG	 Total
		 £m	 £m	 £m	 £m	 £m	 £m
Opening EEV	 3,370	 901	 271	 49	 (92)	 4,499
Opening adjustments	 -	 32	 -	 -	 -	 32
Opening adjusted EEV	 3,370	 933	 271	 49	 (92)	 4,531

Profit after tax	 316	 237	 11	 (11)	 51	 604
Internal capital transfers 	 (93)	 (63)	 21	 46	 -	 (89)
Transfer back of surplus to SLI	 (23)	 (2)	 -	 -	 -	 (25)
Transfer back of mutual funds net worth	 15	 (4)	 -	 -	 -	 11
Actuarial gains on defined benefit pension schemes	 -	 14	 5	 -	 -	 19
Foreign exchange differences	 -	 164	 26	 3	 -	 193
Aggregate tax effect of items not recognised  
in income statement	 -	 (3)	 -	 -	 -	 (3)
Other	 3	 -	 1	 (1)	 -	 3
Closing EEV	 3,588	 1,276	 335	 86	 (41)	 5,244

Capital movements mainly reflect dividend transfers to Standard Life plc. 

Opening adjustments in the UK and Canada reflect the inclusion of certain mutual funds in covered business as explained in the 
basis of preparation Note 1.
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	Period 10 July to 31 December 2006					     HWPF
		 UK	 Canada	 Europe	 Other	 TVOG	 Total
		 £m	 £m	 £m	 £m	 £m	 £m
Opening EEV	 3,082	 917	 263	 55	 (134)	 4,183
Opening adjustments	 -	 -	 -	 -	 -	 -
Opening adjusted EEV	 3,082	 917	 263	 55	 (134)	 4,183

Profit after tax	 361	 69	 22	 (6)	 42	 488
Internal capital transfers 	 (66)	 -	 (7)	 2	 -	 (71)
Transfer back of surplus to SLI	 (9)	 -	 -	 -	 -	 (9)
Transfer back of mutual funds net worth	 -	 -	 -	 -	 -	 -
Actuarial gains on defined benefit pension schemes	 -	 9	 1	 -	 -	 10
Foreign exchange differences	 2	 (94)	 (8)	 (2)	 -	 (102)
Aggregate tax effect of items not  
recognised in income statement	 -	 -	 -	 -	 -	 -
Other	 -	 -	 -	 -	 -	 -
Closing EEV	 3,370	 901	 271	 49	 (92)	 4,499

(c) Segmental analysis of opening and closing EEV

12 months to 31 December 2007									         HWPF
		 UK	 Canada	 Europe	 Other	 TVOG	 Total
		 £m	 £m	 £m	 £m	 £m	 £m
Analysis of EEV						    

Free surplus	 656	 24	 (9)	 49	 -	 720
PVIF	 2,693	 633	 278	 -	 (92)	 3,512
Required capital	 32	 526	 4	 -	 -	 562
Cost of capital	 (11)	 (250)	 (2)	 -	 -	 (263)

Opening adjusted EEV	 3,370	 933	 271	 49	 (92)	 4,531

Analysis of EEV						    
Free surplus	 970	 168	 13	 86	 -	 1,237
PVIF	 2,589	 765	 326	 -	 (41)	 3,639
Required capital	 63	 611	 6	 -	 -	 680
Cost of capital	 (34)	 (268)	 (10)	 -	 -	 (312)

Closing EEV 	 3,588	 1,276	 335	 86	 (41)	 5,244
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Notes to the EEV financial information continued

2. Segmental analysis – covered business continued
(c) Segmental analysis of opening and closing EEV continued

	Period 10 July to 31 December 2006					     HWPF
		 UK	 Canada	 Europe	 Other	 TVOG	 Total
		 £m	 £m	 £m	 £m	 £m	 £m
Analysis of EEV						    

Free surplus	 686	 12	 (11)	 55	 -	 742
PVIF	 2,388	 635	 274	 -	 (134)	 3,163
Required capital	 15	 545	 -	 -	 -	 560
Cost of capital	 (7)	 (275)	 -	 -	 -	 (282)

Opening adjusted EEV	 3,082	 917	 263	 55	 (134)	 4,183
	
Analysis of EEV						    

Free surplus	 656	 24	 (9)	 49	 -	 720
PVIF	 2,693	 601	 278	 -	 (92)	 3,480
Required capital	 32	 526	 4	 -	 -	 562
Cost of capital	 (11)	 (250)	 (2)	 -	 -	 (263)

Closing EEV 	 3,370	 901	 271	 49	 (92)	 4,499

3. Analysis of new business contribution
The following table sets out the premium volumes and contribution from new business written by the life and related businesses, 
consistent with the definition of new business set out in Note 16.

New business contribution (NBC) and PVNBP margins are shown after the effect of required capital.

	12 months to 31 December 2007	 New Business Sales	
				   NBC	 PVNBP1	 APE	 PVNBP Margins2 

				   £m	 £m	 £m	 %
Individual pensions			   123	 5,302	 588	 2.3
Group pensions3			   60	 2,817	 545	 2.1
Institutional pensions			   17	 2,015	 202	 0.8
Savings and investments			   34	 2,672	 275	 1.3
Annuities			   54	 494	 49	 11.0
Protection 			   (6)	 24	 4	 (23.7)
UK 			   282	 13,324	 1,663	 2.1
Canada			   37	 1,654	 157	 2.3
Europe			   26	 1,179	 125	 2.2
Other			   -	 266	 49	 -
Total covered business			   345	 16,423	 1,994	 2.1
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	Period 10 July to 31 December 2006	 New Business Sales	
				   NBC	 PVNBP	 APE	 PVNBP Margins2 

				   £m	 £m	 £m	 %
Individual pensions			   34	 2,612	 289	 1.3
Group pensions3			   17	 1,036	 205	 1.7
Institutional pensions			   1	 1,580	 158	 0.1
Savings and investments			   12	 950	 95	 1.2
Annuities			   28	 262	 26	 10.6
Protection 			   (8)	 19	 3	 (45.0)
UK 			   84	 6,459	 776	 1.3
Canada			   17	 810	 70	 2.1
Europe			   4	 466	 53	 1.0
Other			   -	 138	 16	 -
Total covered business			   105	 7,873	 915	 1.3

1	 The present value of new business premiums (PVNBP) new business sales are different from those in the full year new business press release issued on 
30 January 2008 as they incorporate year end non-economic assumption changes.

2	 PVNBP margins are calculated on the underlying unrounded numbers.
3	 Includes Retail trustee investment plan.

4. Experience variances 
12 months to 31 December 2007		  		  HWPF
		 UK	 Canada	 Europe	 TVOG	 Total
		 £m	 £m	 £m	 £m	 £m
Lapses 	 (28)	 -	 (2)	 -	 (30)
Maintenance expenses	 8	 2	 (1)	 -	 9
Mortality and morbidity	 5	 -	 -	 -	 5
Tax 	 9	 25	 (4)	 -	 30
Other		  (110)	 4	 2	 42	 (62)
Total		  (116)	 31	 (5)	 42	 (48)

The UK lapse variance includes £4m in respect of with profits bonds and Homeplan which saw lapse rates fall during the course of 
the year from a peak in February. The decreases may be partly explained by the announcement in July 2007 that we had started to 
distribute the residual estate of the HWPF to our with profits policyholders. Out of the remaining UK variance, £16m relates to unit 
linked bonds where lapse rates rose significantly in the latter half of the year, in response to the downturn in the UK commercial 
property market, general market volatility and also due to proposed changes to UK capital gains tax announced in October as part of 
the pre-budget report. The lapse variance in Europe largely arises from life business in Ireland.

‘Other’ includes an adverse variance of £83m in respect of UK deferred annuities. This needs to be considered in conjunction 
with £274m of UK assumption change effects due to deferred annuities, which are reported through the ‘Other’ line in operating 
assumption changes. 

The overall impact of our review of the methodology, data and modelling of UK group deferred annuities amounts to an EEV 
operating profit before tax benefit of £191m, consisting of an increase to free surplus due to reserve releases of £143m and PVIF 
and cost of capital increases of £48m. The deferred annuity book arises mostly from closed final salary schemes and bulk buy out 
annuities. Old final salary schemes are typically an area where data can be poor quality and approximations have to be made in the 
valuation of liabilities for future benefits. During 2007, an extensive sampling exercise was conducted which enabled the data for 
valuation purposes to be greatly improved and allowed remodelling of the business on a more accurate basis, including modelling 
some business that had previously not been modelled. In addition, as a result of the more accurate modelling, we were able to 
recognise the margins expected when the deferred annuities vest into immediate annuities which are written in the UK equity holder 
owned funds. Note that the vesting of these deferred annuities into immediate annuities is not reported as new business as there is 
no open market option on these contracts at the point of vesting.
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Notes to the EEV financial information continued

4. Experience variances continued
The HWPF TVOG variance reflects interest rate hedging for HWPF annuities, refinements to the interaction of dynamic management 
actions across UK and German business, and the modelling of the distribution of the HWPF residual estate to with profits 
policyholders.

	Period 10 July to 31 December 2006				    HWPF
		 UK	 Canada	 Europe	 TVOG	 Total
		 £m	 £m	 £m	 £m	 £m
Lapses 	 (7)	 -	 (3)	 -	 (10)
Maintenance expenses	 2	 3	 -	 -	 5
Mortality and morbidity	 28	 -	 -	 -	 28
Tax 	 (3)	 14	 -	 -	 11
Other	 29	 (25)	 (4)	 28	 28
Total	 49	 (8)	 (7)	 28	 62

5. Operating assumption changes 
12 months to 31 December 2007				    HWPF
		 UK	 Canada	 Europe	 TVOG	 Total
		 £m	 £m	 £m	 £m	 £m
Lapses	 (249)	 52	 (22)	 -	 (219)
Maintenance expenses	 69	 23	 8	 -	 100
Mortality and morbidity	 (52)	 (48)	 -	 -	 (100)
Tax	 26	 -	 -	 -	 26
Other	 345	 (6)	 2	 -	 341
Total	 139	 21	 (12)	 -	 148

The UK assumption changes for lapses are made up of changes to assumptions for pensions and life with profits contracts of £88m, 
£154m in respect of unit linked bonds, and £7m for other UK contracts. In 2006 and 2007 the UK saw heightened lapse experience 
on pensions, due to A day, and on with profits policies generally, due to the long-term decline in consumer appetite for with profits 
products coinciding with the demutualisation of SLAC and flotation of Standard Life plc. That adverse experience has peaked and 
lapse rates have stabilised since the second quarter of 2007. The assumption changes now align the best estimate assumptions for 
pensions and with profits life policies with actual experience.

The lapse rates on UK unit linked bonds deteriorated significantly in the latter half of 2007 due to the downturn in the UK 
commercial property market, general market volatility and the uncertainty regarding proposed capital gains tax changes. There 
remains significant uncertainty around the near term experience and what the long-term impact will be. Therefore, we have made 
assumption changes in light of recent experience and allowing for the uncertainty, amounting to £92m, within the overall £154m of 
assumption changes for unit linked bonds.

Lapse assumption changes in Europe arise in Ireland and are also in respect of aligning the best estimates with the long-term 
assumptions following the peaking of lapse rates. The positive lapse assumption change in Canada mainly relates to Group 
Segregated and Main Fund contracts where experience has been better than expected.

All territories have made positive changes to maintenance expense assumptions reflecting the impact of changes made to their 
expense bases related to the Continuous Improvement Programme and other initiatives. 

Mortality and morbidity assumptions in the UK and in Canada have been revised to reflect valuation annuity reserve strengthening.

‘Other’ includes £274m in respect of deferred annuities described in Note 4, with the balance mainly arising from other reserving 
changes, including the impact of adopting PS06/14 ‘Prudential changes for insurers’.
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	Period 10 July to 31 December 2006				    HWPF
		 UK	 Canada	 Europe	 TVOG	 Total
		 £m	 £m	 £m	 £m	 £m
Lapses	 (107)	 (49)	 (4)	 -	 (160)
Maintenance expenses	 26	 22	 12	 -	 60
Mortality and morbidity	 26	 35	 2	 -	 63
Tax	 -	 -	 -	 -	 -
Other	 -	 19	 (5)	 3	 17
Total	 (55)	 27	 5	 3	 (20)

6. Non-covered business
Non-covered business EEV operating profit is represented by IFRS underlying profit as adjusted for SLI look through profits and the 
return on certain mutual funds which are recognised in covered business.

(a) Segmental analysis – non-covered business

12 months to 31 December 2007				    Other		   
				    including		   
				    Group	 UK pension	 Total non- 
	 Investment			   Corporate	 scheme	 covered 
	 management	 Banking	 Healthcare	 Centre	 deficit	 business	
	 £m	 £m	 £m	 £m	 £m	 £m
Opening EEV net assets	 150	 355	 118	 626	 (140)	 1,109
Opening adjustments	 -	 -	 -	 (13)	 -	 (13)
Opening adjusted EEV	 150	 355	 118	 613	 (140)	 1,096
							    
Profit after tax	 49	 (8)	 5	 (70)	 7	 (17)
Transfer back of net worth from covered business	 25	 -	 -	 (11)	 -	 14
Foreign exchange differences	 -	 -	 -	 (2)	 -	 (2)
Internal capital transfers 	 (82)	 (40)	 (28)	 219	 20	 89
Distributions to equity holders	 -	 -	 -	 (197)	 -	 (197)
Other	 -	 (4)	 -	 10	 (22)	 (16)
Closing EEV net assets	 142	 303	 95	 562	 (135)	 967

Opening adjustments relate to the elimination of £13m of opening deferred acquisition costs in respect of those mutual funds 
transferred to covered business.
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Notes to the EEV financial information continued

6. Non-covered business continued
(a) Segmental analysis – non-covered business continued

10 July to 31 December 2006				    Other		   
				    including		   
				    Group	 UK pension	 Total non- 
	 Investment			   Corporate	 scheme	 covered 
	 management	 Banking	 Healthcare	 Centre	 deficit	 business	
	 £m	 £m	 £m	 £m	 £m	 £m
Opening EEV net assets	 120	 322	 120	 447	 (197)	 812
Opening adjustments	 5	 -	 (5)	 -	 -	 -
Opening adjusted EEV	 125	 322	 115	 447	 (197)	 812
							    
Profit after tax	 16	 34	 3	 (35)	 9	 27
Transfer back of net worth from covered business	 9	 -	 -	 -	 -	 9
Foreign exchange differences	 -	 -	 -	 (3)	 -	 (3)
Internal capital transfers 	 -	 -	 -	 11	 60	 71
Distributions to equity holders	 -	 -	 -	 192	 -	 192
Other	 -	 (1)	 -	 14	 (12)	 1
Closing EEV net assets	 150	 355	 118	 626	 (140)	 1,109

Opening adjustments relate to the transfer of general insurance from Healthcare and general insurance to Investment management.

(b) Investment management EEV profits before tax
Investment management profits are included in EEV on a look through basis. This means that the profits from investment 
management generated from the life and pensions business are allocated to covered business. However, the excluded life and 
pension profits include £13m (10 July to 31 December 2006: £1m) of profits relating to products which are actively marketed 
and sold to third parties through investment management distribution channels. If these profits are added to the third party 
profits disclosed for non-covered business there are £61m (10 July to 31 December 2006: £26m) of third party related profits for 
investment management.

		 12 months to 	 10 July to
		 31 December 2007 	 31 December 2006
		 £m	 £m
Life and pensions look through profits before tax	 35	 14
Third party related life and pensions profits before tax	 (13)	 (1)
Life and pensions look through profits before tax excluding third party profits	 22	 13
			
Third party related life and pensions profits before tax	 13	 1
Third party related profits before tax	 48	 25
Total third party related profits before tax	 61	 26
			
Total EEV operating profit before tax	 83	 39
Profit on part disposal of joint venture	 17	 -
Total EEV profit before tax	 100	 39
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(c) Other EEV operating profits before tax

		 12 months to 	 10 July to
		 31 December 2007 	 31 December 2006
		 £m	 £m
Canada non-life subsidiaries	 4	 2
Mutual funds transferred to covered business	 (4)	 n/a
Canada non-life subsidiaries excluding transfers to covered business	 -	 2
			
Standard Life Savings Limited	 (50)	 (14)
Mutual funds transferred to covered business	 25	 n/a
Standard Life Savings excluding transfers to covered business 	 (25)	 (14)
			
Standard Life plc income	 33	 18
Other	 (3)	 1
Other non-covered business EEV operating profits before tax	 5	 7

All figures shown are IFRS underlying profits.

The covered business results for 2007 include certain mutual funds sold in the UK and Canada. In previous periods these were 
included in other non-covered business. There is no restatement of the results for 10 July to 31 December 2006. A detailed 
description of EEV covered business is provided within the EEV methodology in Note 16.

7. EEV – reconciliation of movements in consolidated balance sheet
		 12 months to	 Period 10 July to 
		 31 December 2007	 31 December 2006
		 £m	 £m
Opening EEV	 5,608	 4,995
Opening adjustments	 19	 -
Opening adjusted EEV 	 5,627	 4,995
			
Total recognised income for the period	 774	 406
Distributions to equity holders	 (197)	 -
Capital injections	 -	 192
Reserves credit for employee share-based payment schemes	 12	 15
Vested employee share-based payment schemes	 (5)	 -
Closing EEV 	 6,211	 5,608

Opening adjustments relate to the transfer of mutual funds from non-covered to covered business. These adjustments impacted the 
opening PVIF in covered business by positive £32m and the opening net assets in non-covered business by negative £13m.
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8. Reconciliation of EEV net assets to IFRS net assets 
		 31 December 2007	 31 December 2006
		 £m	 £m
Net assets on an EEV basis	 6,211	 5,608

Present value of in-force life and pensions business	 (3,327)	 (3,217)
EEV net worth	 2,884	 2,391

Adjustment of long-term debt to market value	 (4)	 92
Canadian mark-to-market	 112	 244
Deferred acquisition costs net of deferred income reserve	 245	 127
Other	 45	 24
Net assets on an IFRS basis	 3,282	 2,878

Reconciling items are shown net of tax where appropriate.

9. Analysis of covered business EEV PVIF and net worth movements (net of tax)
(a) Total

12 months to 31 December 2007				    PVIF net
		 Free	 Required	 Net	 of cost	  
	 surplus	 capital	 worth	 of capital	 Total 
	 £m	 £m	 £m	 £m	 £m 
Opening EEV	 720	 562	 1,282	 3,217	 4,499
Opening adjustments	 -	 -	 -	 32	 32
Opening adjusted EEV	 720	 562	 1,282	 3,249	 4,531

Contribution from new business 	 (272)	 47	 (225)	 473	 248
Contribution from in-force business:					   

Expected return on existing business	 -	 26	 26	 262	 288
Expected return transfer to net worth	 552	 (38)	 514	 (514)	 -
Experience variances	 6	 3	 9	 (44)	 (35)
Operating assumption changes	 226	 4	 230	 (123)	 107

Development expenses	 (16)	 -	 (16)	 -	 (16)
Expected return on free surplus	 9	 -	 9	 -	 9
Operating profit after tax	 505	 42	 547	 54	 601
Investment return and tax variances	 7	 3	 10	 (22)	 (12)
Effect of economic assumption changes	 75	 (11)	 64	 (45)	 19
Restructuring expenses	 (4)	 -	 (4)	 -	 (4)
Profit after tax	 583	 34	 617	 (13)	 604
Internal capital transfers 	 (89)	 -	 (89)	 -	 (89)
Transfer back of surplus to SLI	 (25)	 -	 (25)	 -	 (25)
Transfer back of mutual funds net worth 	 11	 -	 11	 -	 11
Actuarial gains on defined benefit pension schemes	 19	 -	 19	 -	 19
Foreign exchange differences	 18	 84	 102	 91	 193
Aggregate tax effect of items not recognised in income statement	 (3)	 -	 (3)	 -	 (3)
Other	 3	 -	 3	 -	 3
Closing EEV	 1,237	 680	 1,917	 3,327	 5,244
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Period 10 July to 31 December 2006				    PVIF net
		 Free	 Required	 Net	 of cost	  
	 surplus	 capital	 worth	 of capital	 Total 
	 £m	 £m	 £m	 £m	 £m 
Opening EEV	 742	 560	 1,302	 2,881	 4,183
Opening adjustments	 -	 -	 -	 -	 -
Opening adjusted EEV	 742	 560	 1,302	 2,881	 4,183

Contribution from new business 	 (184)	 22	 (162)	 235	 73
Contribution from in-force business:					   

Expected return on existing business	 -	 12	 12	 125	 137
Expected return transfer to net worth	 255	 (20)	 235	 (235)	 -
Experience variances	 8	 10	 18	 27	 45
Operating assumption changes	 37	 (12)	 25	 (39)	 (14)

Development expenses	 (9)	 -	 (9)	 -	 (9)
Expected return on free surplus	 (2)	 -	 (2)	 -	 (2)
Operating profit after tax	 105	 12	 117	 113	 230
Investment return and tax variances	 2	 31	 33	 128	 161
Effect of economic assumption changes	 (54)	 11	 (43)	 140	 97
Restructuring expenses	 -	 -	 -	 -	 -
Profit after tax	 53	 54	 107	 381	 488
Internal capital transfers 	 (74)	 3	 (71)	 -	 (71)
Transfer back of surplus to SLI	 (9)	 -	 (9)	 -	 (9)
Transfer back of mutual funds net worth 	 -	 -	 -	 -	 -
Actuarial gains on defined benefit pension schemes	 10	 -	 10	 -	 10
Foreign exchange differences	 (2)	 (55)	 (57)	 (45)	 (102)
Aggregate tax effect of items not recognised in income statement	 -	 -	 -	 -	 -
Other	 -	 -	 -	 -	 -
Closing EEV	 720	 562	 1,282	 3,217	 4,499
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9. Analysis of covered business EEV PVIF and net worth movements (net of tax) continued
(b) UK and HWPF TVOG

	12 months to 31 December 2007				    PVIF net
		 Free	 Required	 Net	 of cost	
		 surplus	 capital	 worth	 of capital	 Total
		 £m	 £m	 £m	 £m	 £m 
Opening EEV	 656	 32	 688	 2,590	 3,278
Opening adjustments	 -	 -	 -	 -	 -
Opening adjusted EEV	 656	 32	 688	 2,590	 3,278
					  
Contribution from new business 	 (197)	 27	 (170)	 373	 203
Contribution from in-force business:					   

Expected return on existing business	 -	 1	 1	 206	 207
Expected return transfer to net worth	 392	 (1)	 391	 (391)	 -
Experience variances	 (1)	 (2)	 (3)	 (51)	 (54)
Operating assumption changes	 264	 4	 268	 (168)	 100

Development expenses	 (8)	 -	 (8)	 -	 (8)
Expected return on free surplus	 18	 -	 18	 -	 18
Operating profit after tax	 468	 29	 497	 (31)	 466
Investment return and tax variances	 (43)	 1	 (42)	 (21)	 (63)
Effect of economic assumption changes	 (9)	 1	 (8)	 (24)	 (32)
Restructuring expenses	 (4)	 -	 (4)	 -	 (4)
Profit after tax	 412	 31	 443	 (76)	 367
Internal capital transfers 	 (93)	 -	 (93)	 -	 (93)
Transfer back of surplus to SLI	 (23)	 -	 (23)	 -	 (23)
Transfer back of mutual funds net worth 	 15	 -	 15	 -	 15
Actuarial gains on defined benefit pension schemes	 -	 -	 -	 -	 -
Foreign exchange differences	 -	 -	 -	 -	 -
Aggregate tax effect of items not recognised in income statement	 -	 -	 -	 -	 -
Other	 3	 -	 3	 -	 3
Closing EEV	 970	 63	 1,033	 2,514	 3,547
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Period 10 July to 31 December 2006				    PVIF net
		 Free	 Required	 Net	 of cost	
		 surplus	 capital	 worth	 of capital	 Total
		 £m	 £m	 £m	 £m	 £m 
Opening EEV	 686	 15	 701	 2,247	 2,948
Opening adjustments	 -	 -	 -	 -	 -
Opening adjusted EEV	 686	 15	 701	 2,247	 2,948
					  
Contribution from new business 	 (150)	 14	 (136)	 194	 58
Contribution from in-force business:					   

Expected return on existing business	 -	 -	 -	 95	 95
Expected return transfer to net worth	 172	 -	 172	 (172)	 -
Experience variances	 13	 2	 15	 40	 55
Operating assumption changes	 12	 -	 12	 (49)	 (37)

Development expenses	 (4)	 -	 (4)	 -	 (4)
Expected return on free surplus	 5	 -	 5	 -	 5
Operating profit after tax	 48	 16	 64	 108	 172
Investment return and tax variances	 8	 1	 9	 109	 118
Effect of economic assumption changes	 (13)	 -	 (13)	 126	 113
Restructuring expenses	 -	 -	 -	 -	 -
Profit after tax	 43	 17	 60	 343	 403
Internal capital transfers 	 (66)	 -	 (66)	 -	 (66)
Transfer back of surplus to SLI	 (9)	 -	 (9)	 -	 (9)
Transfer back of mutual funds net worth 	 -	 -	 -	 -	 -
Actuarial gains on defined benefit pension schemes	 -	 -	 -	 -	 -
Foreign exchange differences	 2	 -	 2	 -	 2
Aggregate tax effect of items not recognised in income statement	 -	 -	 -	 -	 -
Other	 -	 -	 -	 -	 -
Closing EEV	 656	 32	 688	 2,590	 3,278
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9. Analysis of covered business EEV PVIF and net worth movements (net of tax) continued
(c) Canada

	12 months to 31 December 2007				    PVIF net
		 Free	 Required	 Net	 of cost	
		 surplus	 capital	 worth	 of capital	 Total
		 £m	 £m	 £m	 £m	 £m 
Opening EEV	 24	 526	 550	 351	 901
Opening adjustments	 -	 -	 -	 32	 32
Opening adjusted EEV	 24	 526	 550	 383	 933
					  
Contribution from new business 	 (13)	 17	 4	 23	 27
Contribution from in-force business:					   

Expected return on existing business	 -	 25	 25	 38	 63
Expected return transfer to net worth	 93	 (35)	 58	 (58)	 -
Experience variances	 16	 4	 20	 2	 22
Operating assumption changes	 (43)	 -	 (43)	 58	 15

Development expenses	 (1)	 -	 (1)	 -	 (1)
Expected return on free surplus	 2	 -	 2	 -	 2
Operating profit after tax	 54	 11	 65	 63	 128
Investment return and tax variances	 51	 2	 53	 5	 58
Effect of economic assumption changes	 82	 (12)	 70	 (19)	 51
Restructuring expenses	 -	 -	 -	 -	 -
Profit after tax	 187	 1	 188	 49	 237
Internal capital transfers 	 (63)	 -	 (63)	 -	 (63)
Transfer back of surplus to SLI	 (2)	 -	 (2)	 -	 (2)
Transfer back of mutual funds net worth	 (4)	 -	 (4)	 -	 (4)
Actuarial gains on defined benefit pension schemes	 14	 -	 14	 -	 14
Foreign exchange differences	 15	 84	 99	 65	 164
Aggregate tax effect of items not recognised in income statement	 (3)	 -	 (3)	 -	 (3)
Other	 -	 -	 -	 -	 -
Closing EEV	 168	 611	 779	 497	 1,276
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Period 10 July to 31 December 2006				    PVIF net
		 Free	 Required	 Net	 of cost	
		 surplus	 capital	 worth	 of capital	 Total
		 £m	 £m	 £m	 £m	 £m 
Opening EEV	 12	 545	 557	 360	 917
Opening adjustments	 -	 -	 -	 -	 -
Opening adjusted EEV	 12	 545	 557	 360	 917

Contribution from new business 	 (7)	 7	 -	 12	 12
Contribution from in-force business:					   

Expected return on existing business	 -	 12	 12	 21	 33
Expected return transfer to net worth	 41	 (20)	 21	 (21)	 -
Experience variances	 1	 8	 9	 (15)	 (6)
Operating assumption changes	 18	 (12)	 6	 13	 19

Development expenses	 -	 -	 -	 -	 -
Expected return on free surplus	 (2)	 -	 (2)	 -	 (2)
Operating profit after tax	 51	 (5)	 46	 10	 56
Investment return and tax variances	 (5)	 30	 25	 13	 38
Effect of economic assumption changes	 (41)	 11	 (30)	 5	 (25)
Restructuring expenses	 -	 -	 -	 -	 -
Profit after tax	 5	 36	 41	 28	 69
Internal capital transfers 	 -	 -	 -	 -	 -
Transfer back of surplus to SLI	 -	 -	 -	 -	 -
Transfer back of mutual funds net worth	 -	 -	 -	 -	 -
Actuarial gains on defined benefit pension schemes	 9	 -	 9	 -	 9
Foreign exchange differences	 (2)	 (55)	 (57)	 (37)	 (94)
Aggregate tax effect of items not recognised in income statement	 -	 -	 -	 -	 -
Other	 -	 -	 -	 -	 -
Closing EEV	 24	 526	 550	 351	 901
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9. Analysis of covered business EEV PVIF and net worth movements (net of tax) continued
(d) Europe and Other

	12 months to 31 December 2007				    PVIF net
		 Free	 Required	 Net	 of cost	
		 surplus	 capital	 worth	 of capital	 Total
		 £m	 £m	 £m	 £m	 £m 
Opening EEV	 40	 4	 44	 276	 320
Opening adjustments	 -	 -	 -	 -	 -
Opening adjusted EEV	 40	 4	 44	 276	 320
					  
Contribution from new business 	 (62)	 3	 (59)	 77	 18
Contribution from in-force business:					   

Expected return on existing business	 -	 -	 -	 18	 18
Expected return transfer to net worth	 67	 (2)	 65	 (65)	 -
Experience variances	 (9)	 1	 (8)	 5	 (3)
Operating assumption changes	 5	 -	 5	 (13)	 (8)

Development expenses	 (7)	 -	 (7)	 -	 (7)
Expected return on free surplus	 (11)	 -	 (11)	 -	 (11)
Operating profit after tax	 (17)	 2	 (15)	 22	 7
Investment return and tax variances	 (1)	 -	 (1)	 (6)	 (7)
Effect of economic assumption changes	 2	 -	 2	 (2)	 -
Restructuring expenses	 -	 -	 -	 -	 -
Profit after tax	 (16)	 2	 (14)	 14	 -
Internal capital transfers 	 67	 -	 67	 -	 67
Transfer back of surplus to SLI	 -	 -	 -	 -	 -
Transfer back of mutual funds net worth 	 -	 -	 -	 -	 -
Actuarial gains on defined benefit pension schemes	 5	 -	 5	 -	 5
Foreign exchange differences	 3	 -	 3	 26	 29
Aggregate tax effect of items not recognised in income statement	 -	 -	 -	 -	 -
Other	 -	 -	 -	 -	 -
Closing EEV	 99	 6	 105	 316	 421
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Period 10 July to 31 December 2006				    PVIF net
		 Free	 Required	 Net	 of cost	
		 surplus	 capital	 worth	 of capital	 Total
		 £m	 £m	 £m	 £m	 £m 
Opening EEV	 44	 -	 44	 274	 318
Opening adjustments	 -	 -	 -	 -	 -
Opening adjusted EEV	 44	 -	 44	 274	 318
					  
Contribution from new business 	 (27)	 1	 (26)	 29	 3
Contribution from in-force business:					   

Expected return on existing business	 -	 -	 -	 9	 9
Expected return transfer to net worth	 42	 -	 42	 (42)	 -
Experience variances	 (6)	 -	 (6)	 2	 (4)
Operating assumption changes	 7	 -	 7	 (3)	 4

Development expenses	 (5)	 -	 (5)	 -	 (5)
Expected return on free surplus	 (5)	 -	 (5)	 -	 (5)
Operating profit after tax	 6	 1	 7	 (5)	 2
Investment return and tax variances	 (1)	 -	 (1)	 6	 5
Effect of economic assumption changes	 -	 -	 -	 9	 9
Restructuring expenses	 -	 -	 -	 -	 -
Profit after tax	 5	 1	 6	 10	 16
Internal capital transfers 	 (8)	 3	 (5)	 -	 (5)
Transfer back of surplus to SLI	 -	 -	 -	 -	 -
Transfer back of mutual funds net worth 	 -	 -	 -	 -	 -
Actuarial gains on defined benefit pension schemes	 1	 -	 1	 -	 1
Foreign exchange differences	 (2)	 -	 (2)	 (8)	 (10)
Aggregate tax effect of items not recognised in income statement	 -	 -	 -	 -	 -
Other	 -	 -	 -	 -	 -
Closing EEV	 40	 4	 44	 276	 320

10. Time value of options and guarantees (TVOG)
		 31 December 2007	 31 December 2006
		 £m	 £m
UK and Europe HWPF	 (41)	 (92)
Canada	 (13)	 (13)
Europe – Other	 (2)	 (2)
Total	 (56)	 (107)

The fall in the provision for HWPF TVOG is largely driven by UK experience variances from interest rate hedging for HWPF annuities, 
refinements to the interaction of dynamic management actions across UK and German business, and the modelling of the 
distribution of the HWPF residual estate to with profits policyholders.
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11. Market value of subordinated liabilities within covered business
		 31 December 2007	 31 December 2006
		 £m	 £m
UK	 (1,643)	 (1,691)
Canada	 (207)	 (198)
Total	 (1,850)	 (1,889)

Subordinated liabilities within EEV covered business are based on the market value of the debt. The free surplus shown in Note 2(c) is 
net of these liabilities.

12. Principal economic assumptions – deterministic calculations – covered business
(a) Gross investment returns and expense inflation

	At 31 December 2007	 UK	 Canada	 Europe
		 %	 %	 %
Gross investment returns			 
Risk free	 4.58	 4.04	 4.33
Corporate bonds	 5.56	 *	 n/a
Equities	 7.58	 8.60	 7.33
Property	 6.58	 8.60	 6.33

Other			 
Expense inflation:	 4.07	 **	

Germany			   2.69
Ireland			   3.80

* Current holdings are assumed to yield in future years the earned rate for the year preceding the valuation. Future reinvestments are assumed to be in 
government bonds.

** 1.64% in 2007. The rate in subsequent years is based on a moving 30 year bond yield less a variable deduction. 

	At 31 December 2006	 UK	 Canada	 Europe
		 %	 %	 %
Gross investment returns		
Risk free	 4.83	 4.11	 3.95
Corporate bonds	 5.40	 *	 n/a
Equities	 7.83	 8.60	 6.95
Property	 6.83	 8.60	 5.95

Other	 	
Expense inflation:	 3.97	 **

Germany			   2.55
Ireland			   3.46

* Current holdings are assumed to yield in future years the earned rate for the year preceding the valuation. Future reinvestments are assumed to be in 
government bonds.

** 1.69% in 2006 decreasing by 0.10% per year to 1.19% in 2011 and later years.
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(b) Risk discount rates – in-force business

	At 31 December 2007	 UK	 UK equity holder			   Europe equity holder
		 HWPF	 owned funds	 Canada	 Europe HWPF	 owned funds 
		 %	 %	 %	 %	 %
Risk margin – in-force business					   
Risk margin before cost of  
capital adjustment:					   
Market risk	 2.00	 2.00	 2.10	 2.00	 2.00
Non-market risk	 1.60	 1.20	 2.20	 1.60	 1.20
Total	 3.60	 3.20	 4.30	 3.60	 3.20
Cost of capital adjustment	 -	 (0.30)	 (1.40)	 -	 (0.30)
Risk margin after cost of  
capital adjustment	 3.60	 2.90	 2.90	 3.60	 2.90
					  
Risk discount rates –  
in-force business					   
Risk free	 4.58	 4.58	 4.04	 4.33	 4.33
Risk margin*	 3.60	 2.90	 2.90	 3.60	 2.90
Risk discount rate	 8.18	 7.48	 6.94	 7.93	 7.23

* Using the value of in-force business as weights, the weighted average risk margins for the UK and Europe were 3.5% and 3.3% respectively.

At 31 December 2006	 UK	 UK equity holder			   Europe equity holder
		 HWPF	 owned funds	 Canada	 Europe HWPF	 owned funds 
		 %	 %	 %	 %	 %
Risk margin – in-force business					   
Risk margin before cost of  
capital adjustment:					   
Market risk	 1.75	 1.55	 1.70	 1.75	 1.55
Non-market risk	 1.30	 0.25	 1.80	 1.30	 0.25
Total	 3.05	 1.80	 3.50	 3.05	 1.80
Cost of capital adjustment	 (0.05)	 (0.10)	 (1.00)	 (0.05)	 (0.10)
Risk margin after cost of  
capital adjustment	 3.00	 1.70	 2.50	 3.00	 1.70
					  
Risk discount rates –  
in-force business					   
Risk free	 4.83	 4.83	 4.11	 3.95	 3.95
Risk margin*	 3.00	 1.70	 2.50	 3.00	 1.70
Risk discount rate	 7.83	 6.53	 6.61	 6.95	 5.65

* Using the value of in-force business as weights, the weighted average risk margins for the UK and Europe were 2.9% and 2.8% respectively.
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12. Principal economic assumptions – deterministic calculations – covered business continued
(b) Risk discount rates – in-force business continued
Increases in market risk margins generally arise from changes in asset allocations, product mix and reserving changes.

Non-market risk margins have increased due to:

	UK and Europe HWPF – mainly as a result of changes in product mix and an increased allowance for various non-market risks;• 

	UK and Europe equity holder owned funds – predominantly to reflect the increased allowance for persistency and credit risks; and in• 
	Canada – mainly to reflect the change in product mix over the year.• 

The impact of all these changes in risk discount rates has been included in the effect of economic assumption changes shown in 
Note 2(a). The amounts within these totals that relate to the changes in risk discount rates are for the UK (£55m negative), for Europe 
(£23m negative) and for Canada (£54m negative).

(c) Risk discount rates – new business

12 months to 31 December 2007	 UK	 UK equity holder			   Europe equity holder
		 HWPF	 owned funds	 Canada	 Europe HWPF	 owned funds 
		 %	 %	 %	 %	 %
Risk margin – new business					   
Risk margin before cost of  
capital adjustment:					   
Market risk	 2.10	 2.00	 1.80	 2.10	 2.00
Non-market risk	 0.40	 1.20	 2.20	 0.40	 1.20
Total	 2.50	 3.20	 4.00	 2.50	 3.20
Cost of capital adjustment	 -	 (0.30)	 (1.10)	 -	 (0.30)
Risk margin after cost of  
capital adjustment	 2.50	 2.90	 2.90	 2.50	 2.90
					  
Risk discount rates –  
new business					   
Risk free *	 4.83	 4.83	 4.11	 3.95	 3.95
Risk margin**	 2.50	 2.90	 2.90	 2.50	 2.90
Risk discount rate	 7.33	 7.73	 7.01	 6.45	 6.85

* As the new business contribution is calculated using start of period economic assumptions the risk free rates shown here represent market yields at 
31 December 2006.

** Using the value of in-force business as weights, the weighted average risk margins for the UK and Europe were 2.8% and 2.9% respectively.
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	Period 10 July to 31 December 2006	 UK	 UK equity holder			   Europe equity holder
		 HWPF	 owned funds	 Canada	 Europe HWPF	 owned funds 
		 %	 %	 %	 %	 %
Risk margin – new business					   
Risk margin before cost of  
capital adjustment:					   
Market risk	 2.05	 1.80	 1.60	 2.05	 1.80
Non-market risk	 0.35	 1.10	 2.05	 0.35	 1.10
Total	 2.40	 2.90	 3.65	 2.40	 2.90
Cost of capital adjustment	 -	 (0.10)	 (0.95)	 -	 (0.10)
Risk margin after cost of  
capital adjustment	 2.40	 2.80	 2.70	 2.40	 2.80
					  
Risk discount rates –  
new business					   
Risk free *	 4.67	 4.67	 4.60	 4.23	 4.23
Risk margin**	 2.40	 2.80	 2.70	 2.40	 2.80
Risk discount rate	 7.07	 7.47	 7.30	 6.63	 7.03

*	 As the new business contribution is calculated using start of period economic assumptions the risk free rates shown here represent market yields at 10 July 2006.
**	Using the value of in-force business as weights, the weighted average risk margins for the UK and Europe were 2.7% and 2.8% respectively.

13. Principal economic assumptions – stochastic calculations
The level of the TVOG is generally calculated by an economic scenario generator (ESG) which projects the relevant fund under a 
large number of different future economic scenarios. A detailed description of the methodology applied in the relevant funds is 
provided in Note 16.

Characteristics of ESG used for HWPF TVOG calculations – UK and Europe 
The ESG simulates future economic environments in a market consistent manner. The outputs of the ESG include:

	cash returns;• 

	bond returns;• 

	inflation;• 

	equity returns;• 

	property returns;• 

	dividend yields; and• 

	rental yields.• 

The ESG allows option-pricing techniques to be used to value the TVOG.
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13. Principal economic assumptions – stochastic calculations continued
Parameters used in ESG
Cash and bond returns
These variables are calibrated using the following instruments:

	conventional Government bond yields adjusted to allow for any ‘convenience premium’ associated with Government • 
bond prices; and

	a range of swaption prices.• 

Inflation
This variable is calibrated using the following instruments:

	conventional Government bond yields;• 

	index-linked Government bond yields; and• 

	Central Bank inflation targets.• 

Equity returns
The volatility of equity returns is calibrated to the market prices of a range of FTSE 100 and Dow Jones Euro Stoxx options.

Property returns
As there is no liquid property option market a best estimate of property return volatility is used. The property volatility is estimated 
from adjusted Investment Property Databank UK data.

Dividend and rental yields
As market consistent estimates for dividend and rental yields cannot be derived from liquid market instruments best estimates are used.

Correlations
The principal correlations in the ESG are between equity, bond and property returns. These correlations are targeted to be of the 
following order:

	equity/property = 0.2;• 

	equity/bonds = 0.2; and• 

	property/bonds = 0.1.• 

14. Foreign exchange
A description of the approach to the currency translation for foreign entities is provided in Note 16.

The principal exchange rates applied are:

		 Closing	 Average to 	 Closing 	 Average 10 July
		 31 December	 31 December	 31 December	 to 31 December
	Local currency: £	 2007	 2007	 2006	 2006
Canada	 1.965	 2.148	 2.278	 2.090
Ireland	 1.362	 1.459	 1.484	 1.466
Germany	 1.362	 1.459	 1.484	 1.466
India	 78.460	 82.831	 86.623	 83.528
China	 14.540	 15.214	 15.276	 14.693
Hong Kong	 15.521	 15.616	 15.221	 14.334
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15. Sensitivity analysis – economic and non-economic assumptions
The tables below show the sensitivity of the embedded value and the NBC to different scenarios.

The sensitivities tested were:

	1% increase and decrease in the risk discount rates; • 

	interest rates 1% higher and lower than base case, with consequential changes in fixed interest asset values, reserving assumptions, • 
risk discount rates and investment returns on equities and properties;

	10% fall in market value of equity and property assets (not applicable for new business contribution);• 

	10% decrease in maintenance expenses (a 10% sensitivity on a base expense assumption of £10 p.a. would represent an expense • 
assumption of £9 p.a.). Where there is a look through into service company expenses, the fee charged by the service company is 
unchanged while the underlying expense decreases; 

	10% decrease in lapse rates (a 10% sensitivity on a base assumption of 5% p.a. would represent a lapse rate of 4.5% p.a.); • 

	5% decrease in both mortality and morbidity rates for annuitant and non-annuitant policies; and• 

	EEV results assuming only prescribed minimum capital (where economic capital has been used in the EEV calculations).• 

Embedded value:

	31 December 2007					     HWPF
		 UK	 Canada	 Europe	 Other	 TVOG	 Total
		 £m	 £m	 £m	 £m	 £m 	 £m 
Embedded value	 3,588	 1,276	 335	 86	 (41)	 5,244
Risk discount rate +1%	 (175)	 (115)	 (16)	 -	 -	 (306)
Risk discount rate -1%	 201	 145	 19	 -	 -	 365
Interest returns +1%	 (70)	 12	 (3)	 -	 11	 (50)
Interest returns - 1%	 55	 (59)	 1	 -	 (3)	 (6)
Fall in equity / property market values by 10%	 (148)	 (67)	 (10)	 -	 3	 (222)
Maintenance expenses -10%	 89	 45	 8	 -	 -	 142
Lapse rates -10%	 115	 72	 6	 -	 3	 196
Annuitant mortality -5%	 (100)*	 (36)	 (3)	 -	 -	 (139)
Non-annuitant mortality -5%	 9	 5	 -	 -	 3	 17
Prescribed minimum capital	 -	 75	 -	 -	 -	 75

*	Note the impact of the reinsurance of the immediate annuity portfolio to Canada Life International Re is not included in these results as at 31 December 2007.

New business contribution:

	12 month to 31 December 2007					     HWPF
		 UK	 Canada	 Europe	 Other	 TVOG	 Total
		 £m	 £m	 £m	 £m	 £m 	 £m 
New business contribution	 282	 37	 26	 -	 -	 345
Risk discount rate +1%	 (39)	 (4)	 (6)	 -	 -	 (49)
Risk discount rate -1%	 45	 5	 7	 -	 -	 57
Interest returns +1%	 41	 -	 -	 -	 -	 41
Interest returns - 1%	 (50)	 (1)	 (1)	 -	 -	 (52)
Maintenance expenses -10%	 16	 4	 3	 -	 -	 23
Lapse rates -10%	 20	 5	 1	 -	 -	 26
Annuitant mortality -5%	 (3)	 (2)	 -	 -	 -	 (5)
Non-annuitant mortality -5%	 1	 -	 -	 -	 -	 1
Prescribed minimum capital	 -	 1	 -	 -	 -	 1

Sensitivities to higher and lower assumed equity and property risk premiums in future investment earnings have not been calculated, 
as the effect of the risk premium is removed in setting the market risk margin in the risk discount rate.

The demographics sensitivities shown above represent a standard change to the assumptions for all products. Different products will 
be more or less sensitive to the change, and impacts may partially offset one another.
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Notes to the EEV financial information continued

16. EEV methodology
Covered business
For the purposes of EEV reporting, a distinction is drawn between covered business to which EEV methodology is applied and 
non-covered business where results and balances are based on those determined under IFRS and included in the IFRS financial 
statements shown in the Annual Report and Accounts, unless otherwise stated. 

The Group’s covered business is its life assurance and pensions businesses in the United Kingdom, Canada, Europe (Germany 
including Austria, and Ireland) and Other (Asia Pacific), as well as the current and future profits and losses from Standard Life 
Investments (SLI) arising on its management of funds relating to the life and pensions businesses. As the businesses included in 
‘other’ are not material in the context of the Group they have been included at their IFRS value.

UK covered business also includes:
 

	non-insured self invested personal pension (SIPP) business;• 

	those elements of Wrap business that are contained within a long-term product wrapper i.e. Bonds, SIPPs and mutual funds; and• 

	mutual funds sold by UK financial services, excluding mutual funds administered on legacy systems.• 

Canada covered business also includes mutual funds.

Cash flows emerging in the period on covered business that do not reside within a life and pensions company on a statutory basis 
are transferred back to the relevant non-covered entity for disclosure within their closing net assets. This treatment is applied to both 
the return from investment management and the return on certain mutual funds included in covered business.

The Group’s non-covered business mainly includes the business of Standard Life Bank (SLB), Standard Life Healthcare (SLH), 
Standard Life plc, the third party investment management business of SLI, the non-covered business of Standard Life Savings (SLS) 
and other non-life and pensions entities.

Value of in-force covered business
The value of future equity holders’ cash flows is calculated for each material business unit on an after-tax basis, projected using best 
estimate future assumptions as described below.

Allowance is made for external reinsurance and reinsurance within the Group. The cash flows include the profits and losses arising 
in Group companies providing investment management and other services where these relate to covered business. This is referred 
to as the ‘look through’ into service company expenses.

The projected cash flows are discounted to the valuation date using a risk discount rate which is intended to make sufficient 
allowance for the risks associated with the emergence of these cash flows, other than those risks allowed for elsewhere in the EEV 
calculations. In particular, a deduction is made from the present value of the best estimate cash flows to reflect the risks associated 
with the existence of financial options and guarantees, this deduction being assessed using stochastic techniques as described below.

Free surplus
The free surplus is the market value of any assets allocated to, but not required to support, the in-force covered business at the 
valuation date. In the UK, this comprises the market value of the assets in the equity holders’ fund, plus the value of the equity 
holders’ interests in the surplus of the long-term fund, after appropriate allowance for tax, less the required capital supporting the 
covered business. 

For some assets and liabilities where market value is not the normal basis for accounting, as in Canada, the free surplus is restated to 
market value, adjusted as required to allow for the present value of any tax which would become payable if the assets were realised.

Allowance for risk
Under the EEV Principles and Guidance, risks within the covered business are allowed for in the following ways:

	application of risk discount rates to projected cash flows, which are derived by adding a risk margin to a risk free rate;• 

	holding of required capital for the covered business, determined by reference to both regulatory requirements and internal • 
economic capital assessments; and

	allowing for TVOG.• 
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Risk discount rates
Under the EEV methodology, a risk discount rate is required to calculate the present value of expected future distributable profits 
as a single value at a particular date. The risk discount rate comprises a risk free rate which reflects the time value of money and a 
risk margin allowing for the risk that experience in future years may differ from that assumed. In particular, a risk margin is added to 
allow for the risk that expected additional returns on certain asset classes are not achieved. 

Risk discount rates have been determined as the risk free government bond yield plus a risk margin. The risk margins have been 
determined for market risk and non-market risk separately. For market risk, we have opted for an approach whereby the risk margin 
is determined such that the PVIF, excluding the allowance for the TVOG, calculated using expected ‘real world’ asset returns 
equates with the PVIF calculated using ‘risk neutral’ investment returns and discount rates. In this way, the benefits of assuming 
higher than risk free returns on future cash flows are offset by using a higher discount rate. However, when returns above the risk 
free rate arise from the additional returns available from investing in illiquid assets, namely corporate bonds and mortgages, where 
they are matched to appropriate liabilities, these are not offset in determining the discount rate. Allowance has then been made 
for non-market risk by applying stress tests to the PVIF using our internal capital model, and quantifying an additional risk margin 
based on the results of the stress tests. The main elements of non-market risk which are stress tested are lapse, mortality, expense 
and credit risk assumptions. Benefits of diversification between risk types are allowed for in deriving the risk margins in line with our 
internal capital model. 

Separate risk discount rates have been calculated for in-force and new business and for the principal geographic segments (UK, 
Europe and Canada). Within the UK and Europe, separate risk margins are calculated for profits emerging on policies inside the 
HWPF (regardless of whether these profits emerge directly from the HWPF or by reassurance into other Group entities) and on 
policies that are in equity holder owned funds. For HWPF policies, there is a significant inter-Group reassurance agreement in 
respect of mortality surpluses on annuities, which are reassured out of the HWPF. The HWPF risk margin anticipates diversification 
benefits including the annuity mortality risk, since the overall capital structure also benefits from this diversification. 

The risk margins are also reduced to allow for any cost of required capital (excluding double taxation cost) which is already reflected 
within the EEV.

Market risk margins are reviewed at each valuation date, allowing for changes in risk profile arising from movements in asset mix. 
Non-market risk margins are reviewed in detail once a year.

The values of the risk discount rates used for this reporting period are provided in Note 12.

Required capital
Required capital represents the amount of assets over and above those required to back the liabilities in respect of the covered business 
whose distribution to equity holders is restricted. As a minimum, this will represent the capital requirement of the local regulator.

We have set required capital to be the higher of regulatory capital and our own internally assessed risk-based capital requirement. 
In determining the required capital for purposes of assessing EEV, we exclude any required capital which is provided by the existing 
surplus in the HWPF, as this capital is provided by policyholders. Any required capital in excess of that provided by the existing 
surplus in the HWPF would need to be provided by assets in the equity holders’ fund. Projections show that the surplus in the 
HWPF is expected, on best estimate assumptions, to cover this level of required capital at the valuation date and in future years. 

The levels of required capital in the current EEV calculations are therefore as follows:

	UK and Europe (business in HWPF) – no capital requirement in excess of statutory reserves or asset shares is valued in the EEV;• 

	UK and Europe (business in equity holder owned funds) – 100% of EU minimum regulatory capital, which is higher in aggregate • 
than Standard Life’s internal risk-based capital requirement; and

	Canada – the level of required capital is taken as 150% of minimum continuing capital and surplus requirements (MCCSR).• 
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Notes to the EEV financial information continued

16. EEV methodology continued
Time value of financial options and guarantees (TVOG)
The TVOG represents the potential additional cost to equity holders where a financial option exists which affects policyholder 
benefits and is exercisable at the option of the policyholder.

UK and Europe – HWPF
The main source of TVOG in the Group EEV arises from the HWPF. Under the terms of the Scheme, equity holder cash flows from 
the HWPF are held back if required to cover HWPF liabilities on the Financial Services Authority realistic or regulatory basis. This 
option for the UK, Germany and Ireland results in the loss of cash flows when the HWPF has insufficient assets to pay guaranteed 
policy benefits. The main options and guarantees within the HWPF in respect of UK and European business relate to with profits 
business and include minimum guaranteed rates of return.

The value of the TVOG arising from the HWPF at any point in time will be sensitive to:

	the level of the residual estate (working capital in the HWPF);• 

	investment conditions in terms of bond yields, equity and property values, and implied market volatility; and• 

	the investment profile of the assets backing the applicable policies, the residual estate and non profit business in the fund at the • 
time the TVOG is calculated.

The level of the TVOG has been calculated by a model which projects the HWPF under a large number of different future economic 
scenarios. Particular features of this calculation are:

	the projected economic scenarios and the methodology used to discount equity holder cash flows are based on market consistent • 
assumptions;

	the total cost includes an allowance for non-market risk, including credit risk arising from holding non-risk free bonds to back non • 
profit liabilities in the fund;

	changes in policyholder behaviour are allowed for according to the particular economic scenario;• 

	changes in management actions, including the dynamic guarantee deductions, are allowed for according to the particular • 
economic scenario, such actions being expected to be consistent with the way that the HWPF will be managed in future as 
described in the Scheme and in the Principles and Practices of Financial Management (PPFM); and

	each projection allows for the gradual release of the residual estate over time to policyholders where there are sufficient funds • 
to do so.

UK and Europe – Other
Most with profits business written post demutualisation is managed in a number of new with profits funds. For the present 
reporting period, the only significant volumes of this type of new business have arisen in Germany. These policies have guarantees 
relating to benefits available on the policy maturity date. These guarantees increase each year with the addition of bonuses.

Equity holder assets are at risk if the resources of these with profits funds are insufficient to pay the guaranteed benefits. The level of the 
TVOG has been calculated using stochastic techniques. The TVOG has reduced both the NBC as well as the closing PVIF for Europe.

Canada
The main options and guarantees within the Canadian business are in respect of minimum investment returns, guaranteed maturity 
and death benefits, and vested bonuses, which apply to certain investment and insurance contracts.

Other economic assumptions
The assumed investment returns reflect our estimates of expected returns on principal asset classes, and are, in general, based on 
market conditions at the date of calculation of the EEV. 

The inflation rates assumed are, in general, based on the market implied long-term price inflation plus a margin to allow for 
salary inflation.

Details of the assumptions used for this reporting period are provided in Note 12.
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Non-economic assumptions
Non-economic assumptions for the main classes of business, including most expense assumptions, are reviewed on an annual basis.

Expense assumptions
Expense assumptions on a per policy basis have been derived based on an analysis of management expenses performed by each 
business, and are split between acquisition and maintenance assumptions.

In determining future expenses in relation to covered business, no allowance has been made in the EEV or the NBC for any 
allocation of Group Corporate Centre costs.

Development expenses represent specific expenses incurred which are considered temporary in nature and are not expected to 
occur again.

Costs related to demutualisation and related to restructuring have been excluded from the EEV results where it has been agreed that 
these costs are to be met by the HWPF and therefore would not form part of the surplus cash flows.

Investment management expenses are also allowed for, and the assumptions for these reflect the actual investment expenses 
of Standard Life Investments in providing investment management services to the life and pensions business rather than the 
investment fees actually charged.

Restructuring expenses for covered and non-covered business include the current year cost of the Continuous Improvement 
Programme. In addition, non-covered business includes any additional restructuring expenses consistent with those identified in the 
IFRS underlying profit adjustments. The total restructuring expenses are included together with the cost of any corporate activity in 
restructuring and corporate transaction expenses.

Expenses – pension scheme deficits
Pension scheme deficits have been included in accordance with International Accounting Standard (IAS) 19 Employee Benefits.

Other non-economic experience assumptions
Assumptions are made in respect of future levels of mortality, morbidity, premium terminations, option take-up, surrenders and 
withdrawals. The assumptions reflect our best estimates of the likely future experience, and are based on recent experience and 
relevant industry data, where available. 

Annuitant mortality assumptions use a combination of base mortality rates, which are generally set by reference to recent 
experience, and expected future changes in mortality. The latter uses data provided by the Continuous Mortality Investigation 
Bureau in the UK and the Canadian Institute of Actuaries in Canada along with other company specific considerations.

Lapse rate assumptions in the UK have been set by reference to expected future trends. Lapse assumptions on unit linked bonds 
assume that lapse experience will become even more adverse in 2008 before settling down to a level which is higher than the 
opening assumptions.

Assumptions regarding option take-up, surrenders and withdrawals are assumed to vary, where appropriate, according to the 
investment scenario under consideration when deriving the TVOG, to reflect our best estimate of how policyholder behaviour may 
vary in such circumstances. 
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16. EEV methodology continued
New business
Definition of new business
New business includes new policies written during the period and some increments to existing policies.

For the UK, classification as new or existing business is determined as follows (using the approach used for the published new 
business figures):

	new recurrent single premium business is classified as new regular premium business to the extent that it is deemed likely • 
to renew;

	Department of Work and Pensions (DWP) rebates are deemed to be new single premiums;• 

	pensions vesting into annuity contracts under existing group defined benefits contracts are not included as new business;• 

	pensions vesting under other group contracts and individual pensions are included as new business;• 

	products substituted due to the exercise of standard contract terms are not deemed to be new business; and• 

	all increments and indexations to existing policies, including new members, and increments and indexations paid by existing • 
members of group schemes, are deemed to be new business.

For Germany, new business comprises new contracts written into the equity holder owned funds during the period. 

The new business contribution for Germany is calculated assuming a specific level of future premium indexation. Similarly, it is 
assumed that premiums on ‘Low Start’ policies increase at the end of the low start period.

For Ireland, new business comprises:

	new contracts written during the period;• 

	new premiums on recurrent single premium contracts;• 

	pensions vesting into annuity contracts under existing group defined benefits contracts are not included as new business;• 

	pensions vesting under other group contracts and individual pensions are included as new business; and• 

	all increments and indexations to existing policies, including new members, and increments and indexations paid by existing • 
members of group schemes, are deemed to be new business.

For Canada, business is deemed to be ‘new business’ if a contract has been issued during the reporting period. The new business 
contribution also includes the value of renewal premiums for a new contract, where the renewal premiums are (i) contractual, (ii) 
non-contractual but reasonably predictable, or (iii) recurrent single premiums that are pre-defined and reasonably predictable. The 
present value of future net income attributable to renewal premiums on existing group pension and savings contracts, including 
those from new members, is not included as new business. Since all deposits (new and renewal) in individual segregated funds 
business attract a new business/first year commission, this business is treated as new business for EEV purposes.

New business contribution
The contribution generated by new business written during the period is the present value of the projected stream of after-tax 
distributable profit from that business. NBC before tax is calculated by grossing up the contribution after tax at the full corporation tax 
rate for UK business and at other equivalent rates of tax for other countries. NBC is calculated as at the end of the reporting period.

The economic assumptions used are those at the start of the reporting period, and the non-economic assumptions are those at the end 
of the reporting period. An exception to this policy is annuity business in the UK and Ireland where, to ensure consistency between 
the economic assumptions used in the new business contribution and those used in pricing the business and in the calculation of 
mathematical reserves, the economic assumptions used are the average rates for each quarter during the reporting period.
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PVNBP and APE
New business sales are expressed on two bases: present value of new business premiums (PVNBP) and annual premium equivalent 
(APE). The PVNBP calculation is equal to the total single premium sales received in the period plus the discounted value of regular 
premiums expected to be received over the term of the new contracts, and is expressed at the point of sale. The premium volumes 
and projection assumptions used to calculate the present value of regular premiums for each product are the same as those used to 
calculate NBC, except that the PVNBP is discounted using the relevant opening risk free rate rather than the risk discount rate. APE is 
equal to the total of regular premiums plus 10% of single premiums received during the applicable period.

Tax
The opening and closing EEV numbers for the covered business are determined on an after tax basis. The tax assumptions used 
are based upon the best estimate of the actual tax expected to arise. Attributable tax and profit before tax are derived by grossing 
up profit after tax at the standard rate of corporation tax appropriate to each territory. While for some territories this rate does not 
equate to the actual effective rate of tax used in the calculation of after tax profits, it provides a consistent grossing up basis upon 
which to compare results from one year to another and is in line with the Group’s expectation of the rate of tax applicable to 
new business.

Transfers to equity holders from the HWPF will, in the first instance, be funded from unallocated surplus. The profit after tax result 
is stated after allowing for this and takes into account the risk of markets moving adversely in the future which would reduce the 
amount that can be transferred to equity holders from the unallocated surplus. These transfers can be made without equity holder 
tax arising for a number of years. Over time the actual effective tax rate on these transfers will move toward the standard rate of 
corporation tax.

For non-covered business, attributed tax is consistent with the IFRS financial statements, unless otherwise stated.

Subordinated liabilities
The liabilities in respect of the UK subordinated guaranteed bonds and Mutual Assurance Capital Securities plus the subordinated 
debt issued by the Canadian companies form part of covered business and have been deducted at market value within the EEV. 

For non-covered business, no adjustment is made to the IFRS valuation of debt.

Foreign exchange
Embedded value and other balance sheet items denominated in foreign currencies have been translated to sterling using the 
appropriate closing exchange rates. NBC and other profit and loss account items have been translated using average exchange 
rates. Gains and losses arising from foreign exchange differences on consolidation are presented separately within the EEV 
consolidated statement of recognised income and expense.

Details of the exchange rates applied are provided in Note 14.
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Independent auditors’ report to the members of 
Standard Life plc

We have audited the parent company financial statements of Standard Life plc for the year ended 31 December 2007 which 
comprise the income statement, the balance sheet, the reconciliation of movements in total equity, the cash flow statement and the 
related notes. These parent company financial statements have been prepared under the accounting policies set out therein. We 
have also audited the information in the Directors’ remuneration report that is described as having been audited.

We have reported separately on the consolidated financial statements of Standard Life plc for the year ended 31 December 2007.

Respective responsibilities of Directors and auditors
The Directors’ responsibilities for preparing the Annual Report, the Directors’ remuneration report and the parent company financial 
statements in accordance with applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European 
Union are set out in the statement of Directors’ responsibilities.

Our responsibility is to audit the parent company financial statements and the part of the Directors’ remuneration report to 
be audited in accordance with relevant legal and regulatory requirements and International Standards on Auditing (UK and 
Ireland). This report, including the opinion, has been prepared for and only for the Company’s members as a body in accordance 
with Section 235 of the Companies Act 1985 and for no other purpose. We do not, in giving this opinion, accept or assume 
responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may come save 
where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the parent company financial statements give a true and fair view and whether the 
parent company financial statements and the part of the Directors’ remuneration report to be audited have been properly prepared 
in accordance with the Companies Act 1985. We also report to you whether in our opinion the information given in the Directors’ 
report is consistent with the parent company financial statements. The information given in the Directors’ report includes that 
specific information cross referred from the Directors’ report to the business review. 

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all 
the information and explanations we require for our audit, or if information specified by law regarding directors’ remuneration and 
other transactions is not disclosed.

We read other information contained in the Annual Report and consider whether it is consistent with the audited parent company 
financial statements. The other information comprises the Chairman’s statement, the Group Chief Executive’s statement, the 
business review, the Directors’ report, the unaudited sections of the Directors’ remuneration report, and the other information as 
listed on the contents page. We consider the implications for our report if we become aware of any apparent misstatements or 
material inconsistencies with the parent company financial statements. Our responsibilities do not extend to any other information.

Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices 
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the parent company 
financial statements and the part of the Directors’ remuneration report to be audited. It also includes an assessment of the 
significant estimates and judgments made by the Directors in the preparation of the parent company financial statements, and of 
whether the accounting policies are appropriate to the Company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order 
to provide us with sufficient evidence to give reasonable assurance that the parent company financial statements and the part of 
the Directors’ remuneration report to be audited are free from material misstatement, whether caused by fraud or other irregularity 
or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the parent company 
financial statements and the part of the Directors’ remuneration report to be audited.
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Opinion
In our opinion:

	the parent company financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union • 
as applied in accordance with the provisions of the Companies Act 1985, of the state of the Company’s affairs as at 31 December 
2007 and of its profit and cash flows for the year then ended;

	the parent company financial statements and the part of the Directors’ remuneration report to be audited have been properly • 
prepared in accordance with the Companies Act 1985; and

	the information given in the Directors’ report is consistent with the parent company financial statements.• 

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Edinburgh
12 March 2008

(a)	The maintenance and integrity of the Standard Life website is the responsibility of the Directors; the work carried out by the  
auditors does not involve consideration of these matters and, accordingly, the auditors accept no responsibility for any changes 
that may have occurred to the financial statements since they were initially presented on the website.

(b)	Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from 
legislation in other jurisdictions.
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Company income statement
For the year ended 31 December 2007

				   Restated
		 	 2007	 2006
		 Notes	 £m	 £m
Revenue			 
Net investment return	 A	 418	 49
Other income		  -	 7
Total revenue		  418	 56

Expenses			 
Administrative expenses	 B	 88	 55
Interest payable on subordinated liabilities		  102	 48
Total expenses		  190	 103
	
Profit/(loss) before tax	 	 228	 (47)

Income tax credit 	 F	 7	 8

Profit/(loss) for the year	 	 235	 (39)

The Company commenced trading on 10 July 2006.

For an explanation of the restatement please refer to Note Y.

The Notes on pages 302 to 325 are an integral part of these financial statements.
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Company balance sheet
As at 31 December 2007

				   Restated
			  2007	 2006
		  Notes	 £m	 £m
Assets			 
Investments in subsidiaries	 G	 4,808	 4,649
Investments in associates and joint ventures	 H	 58	 14
Loans to subsidiaries		  1,368	 1,270
Loans to associates		  4	 -
Current tax recoverable	 I	 -	 2
Deferred tax assets	 I	 1	 1
Derivative financial assets	 J	 -	 1
Investment securities	 K	 26	 18
Other assets	 L	 28	 25
Cash and cash equivalents	 M	 181	 382
Total assets		  6,474	 6,362
			
Equity			 
Share capital	 N	 217	 210
Share premium reserve	 O	 792	 799
Retained earnings	 P	 220	 (35)
Other reserves	 Q	 3,515	 3,725
Total equity 		  4,744	 4,699
			
Liabilities			 
Subordinated liabilities	 R	 1,651	 1,581
Deferred tax liabilities	 I	 2	 1
Derivative financial liabilities	 J	 9	 -
Other liabilities	 S	 68	 81
Total liabilities		  1,730	 1,663
			
Total equity and liabilities		  6,474	 6,362

Approved on behalf of the Board of Directors on 12 March 2008 by the following Directors:

Gerry Grimstone, Chairman		              David Nish, Group Finance Director

The Notes on pages 302 to 325 are an integral part of these financial statements.
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Company reconciliation of movements in total equity
For the year ended 31 December 2007

				   Restated
			  2007	 2006
		 Notes	 £m	 £m
Balance at 1 January		  4,699	 -
Profit/(loss) for the year	 P	 235	 (39)
Issue of share capital for cash, net of transaction costs	 N	 -	 1,363
Issue of share capital other than in cash	 N	 7	 146
Capitalisation of share premium account	 O	 (7)	 -
Merger relief on issue of demutualisation shares	 Q	 -	 3,214
Reserves credit for employee share-based payment schemes	 Q	 12	 15
Vested employee share-based payments	 Q	 (5)	 -
Dividends and appropriations	 Q	 (197)	 -
Balance at 31 December		  4,744	 4,699

The Notes on pages 302 to 325 are an integral part of these financial statements.
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Company cash flow statement
For the year ended 31 December 2007

				   Restated
			  2007	 2006
		 Notes	 £m	 £m
Cash flows from operating activities			 
Profit/(loss) before tax		  228	 (47)
Fair value movements on investment securities and derivatives	 A	 25	 (4)
Dividend income from subsidiaries	 A	 (273)	 -
Interest income on loans and receivables	 A	 (81)	 (33)
Interest income from equity instruments	 A	 (34)	 -
Interest payable on subordinated liabilities		  102	 48
Net foreign exchange gains on investment activities	 A	 (37)	 1
Movements in operating assets and liabilities		  6	 78
Adjustment for investment income		  -	 (2)
Vested employee share-based payments	 Q	 (5)	 -
Net cash flows from operating activities		  (69)	 41

Cash flows from investing activities			 
Loans to subsidiaries		  -	 (190)
Loans to associates		  (4)	 -
Acquisition of subsidiaries	 G	 (102)	 -
Capital injections into newly established subsidiaries	 G	 (14)	 -
Capital injections into existing subsidiaries	 G	 (52)	 (743)
Interest received on loans to subsidiaries		  78	 67
Interest received from equity instruments		  34	 -
Dividends received from subsidiaries		  293	 -
Purchase of investment securities		  -	 (21)
Sale of investment securities		  (25)	 5
Acquisition of investment in associates and joint ventures		  (44)	 (14)
Net cash flows from investing activities		  164	 (896)
			
Cash flows from financing activities			 
Dividends paid	 Q	 (197)	 -
Interest paid 		  (99)	 (67)
Proceeds from issue of ordinary share capital, net of transaction costs	 N, O	 -	 1,363
Consideration paid to eligible members in non-permitted countries		  -	 (59)
Net cash flows from financing activities		  (296)	 1,237
	
Net (decrease)/increase in cash and cash equivalents		  (201)	 382
Cash and cash equivalents at the beginning of the year	 M	 382	 -
Cash and cash equivalents at the end of the year	 M	 181	 382
			
Supplemental disclosures on cash flows from operating activities			 
Interest received		  126	 58

On 10 July 2006, the Company assumed the obligations under the subordinated guaranteed bonds and mutual assurance capital 
securities previously issued by The Standard Life Assurance Company (SLAC) and the instruments were relisted on the London Stock 
Exchange with the Company as the issuer. On the same date, the Company entered into a loan agreement to lend the proceeds it 
had received for assuming the obligations under the instruments to Standard Life Assurance Limited (SLAL). The proceeds involved 
in these transactions were of a non-cash nature and therefore the transactions are not reflected in the cash flow statement.

The Notes on pages 302 to 325 are an integral part of these financial statements.



302	Standard Life 

(a) Basis of preparation
These financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) and 
interpretations issued by the International Accounting Standards Board (IASB) as endorsed by the European Union (EU) and with 
those parts of the Companies Act 1985 applicable to companies reporting under IFRS.

The principal accounting policies set out below have been consistently applied to all financial reporting periods presented in these 
financial statements, unless otherwise stated.

(i) New standards, interpretations and amendments to published standards that have been adopted by the Company
IFRS 7 Financial Instruments: Disclosures and a complementary amendment to IAS 1 Presentation of Financial Statements and 
complementary revisions to IFRS 4 Insurance Contracts have been adopted by the Company from 1 January 2007. The standard has no 
financial impact but changes the disclosures surrounding the Company’s financial instruments and insurance contracts in both 2006 
and 2007. 

The Company has early adopted International Financial Reporting Interpretations Committee (IFRIC) 11 IFRS 2 Group and treasury 
share transactions. The interpretation provides guidance on accounting for share-based transactions involving treasury shares or 
involving group entities and considers accounting for such transactions as equity-settled and as cash-settled share-based payment 
transactions. IFRIC 11 was adopted by the EU regulators on 1 June 2007. The impact of adoption on the Company’s financial 
statements has not been significant.

(ii) Standards, interpretations and amendments to published standards that are not yet effective and have not been early 	
	 adopted by the Company
Certain new standards, amendments and interpretations to existing standards have been published that are mandatory for the 
Company’s accounting periods beginning on or after 1 January 2008 or later periods. The Company has not early adopted the 
standards, amendments and interpretations described below:

Amendment to IAS 1 Presentation of financial statements (effective from 1 January 2009)
The revised standard will prohibit the presentation of items of income and expenses in the statement of changes in equity, requiring 
‘non-owner changes in equity’ to be presented separately from ‘owner changes in equity’. All ‘non-owner changes in equity’ will 
be required to be shown in a performance statement but there will be a choice as to whether to present only the statement of 
comprehensive income or both the income statement and statement of comprehensive income. The revised standard also requires 
that, where restatements or reclassifications of comparative information are made, a restated balance sheet must be presented as 
at the beginning of the comparative period. The Company will apply the revisions to IAS 1 from 1 January 2009. The revisions will 
have an impact on the presentation of owner changes in equity and of comprehensive income but will not have a financial impact 
on the Company’s financial statements.

Amendment to IAS 23 Borrowing costs (effective from 1 January 2009 – prospective application)
The publication of the revised standard has followed the joint short-term convergence project between the IASB and the US 
Financial Accounting Standards Board. Borrowing costs directly attributable to the acquisition, construction or production of a 
qualifying asset are required to be capitalised as part of the cost of that asset. The option of immediately expensing those borrowing 
costs has been removed. The Company will apply the revisions to IAS 23 from 1 January 2009, but it is not expected to have an 
impact on the Company’s financial statements.

Amendments to IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial Statements – Puttable Financial 
Instruments and Obligations Arising on Liquidation (effective for annual periods beginning on or after 1 January 2009) 
The amendments require certain puttable financial instruments, and certain financial instruments that impose on the Company an 
obligation to deliver to another party a pro rata share of net assets of the Company only on liquidation, to be classified as equity. 
Management have assessed that the expected impact of adoption of the amendments on the Company’s financial statements will 
be minimal.

Amendment to IFRS 2 Share based payments (effective for annual periods beginning on or after 1 January 2009) 
The amendment addresses vesting conditions and cancellations, clarifying that vesting conditions are service conditions and 
performance conditions only and that other features of a share-based payment are not vesting conditions. As such these features 
would need to be included in the grant date fair value for transactions with employees and others providing similar services, that 
is, these features would not impact the number of awards expected to vest or valuation thereof subsequent to grant date. The 
amendment also specifies that all cancellations, whether made by the Company or by other parties, should receive the same 
accounting treatment. Management are considering the expected impact of adoption of the amendments on the Company’s 
financial statements.

Accounting policies
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IFRS 3 (Revised) Business combinations (applicable to business combinations occurring in accounting periods 
beginning on or after 1 July 2009)
The revised standard continues to apply the acquisition method to business combinations, with some significant changes. For 
example, all payments to purchase a business are to be recorded at fair value at the acquisition date, with some contingent 
payments subsequently re-measured at fair value through profit or loss. Goodwill may be calculated based on the parent 
company’s share of net assets or it may include goodwill related to the minority interest. All transaction costs will be expensed. 
Management will give consideration to the application of the requirements of the revised standard in respect of business 
combinations occurring in accounting periods beginning prior to 1 July 2009.

IAS 27 (Revised) Consolidated and separate financial statements (effective for annual periods beginning on or after 
1 January 2009)
The revised standard requires the effects of all transactions with non-controlling interests to be recorded in equity if there is no 
change in control and goodwill or gains and losses will no longer be recognised. The standard also specifies the accounting 
when control is lost. Any remaining interest in the entity is re-measured to fair value and any resulting gain or loss is recognised 
in the income statement. Management are considering the expected impact of adopting the revised standard on the Company’s 
financial statements.

(iii) Interpretations to existing standards that are not yet effective and not relevant for the Company’s operations
IFRIC 13, Customer loyalty programmes relating to IAS 18 Revenue (effective for annual periods beginning on or after 
1 July 2008)
The interpretation clarifies that where goods or services are sold together with a customer loyalty incentive, the arrangement is a 
multiple-element arrangement and the consideration receivable from the customer should be allocated between the components 
of the arrangement in proportion to their fair values. IFRIC 13 has not yet been adopted by the EU regulators. The interpretation is 
not deemed relevant to the Company’s operations due to the nature of the Company’s business.

IFRIC 14, IAS 19 The limit on a defined benefit asset, minimum funding requirements and their interaction (effective from 
1 January 2009)
The interpretation provides guidance on assessing the limit in IAS 19, Employee benefits on the amount of the surplus that can 
be recognised as an asset and explains how the pension asset or liability may be affected by a statutory or contractual minimum 
funding requirement. IFRIC 14 has not yet been adopted by the European Union (EU) regulators. The Company is not required to 
adopt this standard since it treats its participation in the Group’s defined benefit plan as a defined contribution plan.

(b) Subsidiaries, associates and joint ventures
Subsidiaries are all entities, including special purpose entities, over which the Company has the power to govern the financial 
and operating policies. Such power, generally but not exclusively, accompanies a shareholding of more than one half of the 
voting rights.

Associates are entities over which the Company has significant influence but not control, generally accompanying a shareholding of 
between 20% and 50% of the voting rights.

Joint ventures are entities whereby the Company and other parties undertake an economic activity, which is subject to joint control 
arising from contractual agreement.

The Company uses the purchase method of accounting for the acquisition of subsidiaries. The cost of an acquisition is measured as 
the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus costs 
directly attributable to the acquisition.
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(b) Subsidiaries, associates and joint ventures continued

The Company has two categories of investments in subsidiaries: operating subsidiaries that undertake the activities of the Group 
and investment subsidiaries whose primary function is to generate capital or income growth through holding investments. 
Operating subsidiaries are held at cost less any impairment charge. The Company recognises income from its operating subsidiaries 
only to the extent that it receives distributions from accumulated profits of the subsidiary arising after the date of acquisition. 
Distributions received in excess of such profits are regarded as a recovery of investment and are recognised as a reduction of the 
cost of the investment. Investment subsidiaries are held at fair value through profit or loss (FVTPL) since they are managed on a fair 
value basis.

Investments in subsidiaries includes loans to subsidiaries that are classified as equity instruments by the subsidiary.

Associates and joint ventures are held at cost less any impairment charge.

(c) Foreign currency translation
The financial statements are presented in millions pounds Sterling, which is the Company’s presentation currency.

Foreign currency transactions are translated at the exchange rate prevailing at the date of the transaction. Gains and losses arising 
from such transactions and from the translation at year end exchange rates of monetary assets and liabilities denominated in foreign 
currencies are recognised in the income statement.

Translation differences on non-monetary items, such as equities held at FVTPL, are reported as part of the fair value gain or loss 
in the income statement. Translation differences on financial assets and liabilities held at amortised cost are included in foreign 
exchange gains or losses in the income statement.

(d) Revenue recognition
Realised and unrealised gains and losses resulting from changes in both market value and foreign exchange on investments 
classified as FVTPL, including investment income received (such as dividends and interest payments) are recognised in the income 
statement in the period in which they occur.

Changes in the fair value of derivative financial instruments that are not hedging instruments are recognised immediately in the 
income statement.

For loans and receivables measured at amortised cost, interest income recognised in the income statement is calculated using the 
Effective Interest Rate (EIR) method.

Dividend income and interest income from securities that are classified by the issuer as equity instruments is recognised when the 
right to receive payment is established.

(e) Impairment of non-financial assets
The carrying amounts of non-financial assets are reviewed for impairment whenever events or changes in circumstances indicate 
that the carrying amount may not be recoverable, at least at each balance sheet date. An impairment loss is recognised in the 
income statement for the amount by which the asset’s carrying amount exceeds its recoverable amount.

The recoverable amount of an asset is the greater of its net selling price (fair value less costs to sell) and value in use. In assessing 
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset. For an asset that does not generate largely 
independent cash inflows, the recoverable amount is determined for the cash generating unit, or group of units, to which the 
asset belongs.

(f) Income tax
The current tax expense is based on the taxable profits for the year, after adjustments in respect of prior years. Amounts are charged 
or credited to the income statement or equity as appropriate.

Deferred tax is provided using the balance sheet liability method, on temporary differences arising between the tax bases of 
assets and liabilities and their carrying amounts in the financial statements. Deferred tax assets are recognised to the extent that 
it is probable that future taxable profits will be available against which the temporary differences can be utilised. The amount of 
deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities.
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Temporary differences arising from investments in subsidiaries and associates give rise to deferred tax only to the extent that it is 
probable that the temporary difference will reverse in the foreseeable future or the timing of the reversal of that difference cannot 
be controlled.

Deferred tax is recognised in the income statement except when it relates to items recognised directly in equity.

The income tax expense is determined using rates enacted or substantively enacted at the balance sheet date.

(g) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active 
market other than those that the Company intends to sell in the short term or that it has designated as FVTPL. Financial assets 
classified as loans and receivables include deposits with credit institutions, and loans to subsidiaries when the loan is classified as a 
financial liability by the subsidiary.

Loans and receivables are initially measured at fair value less directly attributable transaction costs. Subsequently, they are measured 
at amortised cost, using the EIR method, less any impairment losses. Revenue from financial assets classified as loans and receivables 
is recognised in the income statement on an EIR basis.

Impairment on individual loans is determined at each reporting date. Objective evidence that a financial asset or group of assets is 
impaired includes observable data that comes to the attention of the Company. This would include the disappearance of an active 
market for that financial asset because of financial difficulties and observable data indicating that there is a measurable decrease in 
the estimated future cash flow from a group of financial assets since the initial recognition of those assets, although the decrease 
cannot yet be identified with the individual financial assets in the group. The Company first assesses whether objective evidence of 
impairment exists individually for financial assets that are individually significant.

If there is objective evidence that an impairment loss has been incurred on loans and receivables carried at amortised cost, the 
amount of the impairment loss is calculated as the difference between the present value of future cash flows, discounted at the 
loan’s original effective rate, and the loan’s current carrying value. The carrying amount of the asset is reduced through the use of 
an allowance account and the amount of the loss is recognised in the income statement. Subsequent recoveries are credited to the 
income statement.

If there is no evidence of impairment on an individual basis, a collective impairment review is undertaken whereby the assets are 
grouped together, on the basis of similar credit risk characteristics, in order to calculate a collective impairment loss. Assets that 
are individually assessed for impairment and for which an impairment loss is or continues to be recognised are not included in a 
collective assessment of impairment.

Loans and receivables which are subject to collective impairment assessment and whose terms have been renegotiated are no 
longer considered to be past due but are treated as new loans after the minimum number of payments under the renegotiated 
terms have been collected. Individually significant loans whose terms have been renegotiated are subject to ongoing review to 
determine whether they remain impaired or past due.

(h) Investment securities and derivatives
Management determines the classification of investment securities and derivatives at initial recognition. The Company has 
designated its investment securities as FVTPL. Investment securities are designated at FVTPL where the asset or liability is part of a 
group of assets that are evaluated and managed on a fair value basis.

The Company uses derivative financial instruments including forwards, swaps, futures, and options for the purposes of matching 
contractual liabilities, reducing investment risks and for efficient portfolio management activities. In accordance with its treasury 
policy, the Company does not hold or issue derivative financial instruments for speculative trading purposes. 

The Company recognises investment securities and derivatives at fair value on the trade date of the transaction. In the case of 
derivatives where no initial premium is paid or received the initial measurement value is nil. Directly attributable transaction costs 
are not included in the initial measurement value but are recognised in the income statement.

Fair values are based upon the current quoted bid price where an active market exists. Where a quoted price in an active market 
cannot be obtained an appropriate market consistent valuation technique (for example discounted cash flows and recent market 
transactions) is used to determine fair value. If a price/technique is not available to provide a reliable fair value the investment is 
carried at cost less a provision for impairment.
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(h) Investment securities and derivatives continued

Where a valuation technique is used to establish the fair value of a financial instrument, a difference could arise between the 
fair value at initial recognition and the amount that would be determined at that date using the valuation technique. When 
unobservable market data have an impact on the valuation of derivatives, the entire initial change in fair value indicated by the 
valuation technique is recognised over the life of the transaction on an appropriate basis, or when the inputs become observable, or 
when the derivative matures or is closed out.

(i) Embedded derivatives
Options, guarantees and other derivatives embedded in a host contract are separated and recognised as a derivative unless they 
are either considered closely related to the host contract, meet the definition of an insurance contract or if the host contract itself is 
measured at fair value with changes in fair value recognised in income.

( j) Financial guarantee contracts
A financial guarantee contract is a contract that requires the Company to make specified payments to reimburse the holder for a 
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a 
debt instrument.

The Company recognises and measures financial guarantee contracts in accordance with IAS 39 Financial Instruments: Recognition 
and Measurement. The Company initially recognises and measures a financial guarantee contract at its fair value. At each 
subsequent reporting date, the Company measures the financial guarantee contract at the higher of the initial fair value recognised 
less, when appropriate, cumulative amortisation recognised in accordance with IAS 18 Revenue and the best estimate of the 
expenditure required to meet the obligations under the contract at the reporting date.

(k) Insurance contracts
An insurance contract is a contract under which the Company accepts significant insurance risk from another party by agreeing 
to compensate that party if a specified uncertain future event adversely affects them. Insurance risk is the risk transferred from the 
holder of the contract to the Company, excluding financial risk. Financial risk is the risk of a possible future change in one or more 
of a specified interest rate, financial instrument price, commodity price, foreign exchange rate, index of prices or rates, credit rating 
or credit index or other variable, provided in the case of a non-financial variable that the variable is not specific to a party of contract. 
The Company considers insurance risk to be significant if an insured event could cause the Company to pay significant additional 
benefits to those payable if no insured event occurred, in any scenario, excluding scenarios that lack commercial substance. The 
Company measures an insurance contract at the best estimate of future cash flows that will arise on the contract. Changes in this 
amount are immediately recognised in the income statement. Insurance contract liabilities are included in other liabilities.

(l) Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks and any highly liquid investments with less than 
three months to maturity from the date of acquisition. For the purposes of the cash flow statement cash and cash equivalents also 
include bank overdrafts, which are included in borrowings on the balance sheet.

(m) Equity
(i) Share capital and treasury shares
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. 
Shares are classified as equity instruments when there is no contractual obligation to deliver cash or other assets to another entity 
on terms that may be unfavourable. The difference between the proceeds received on issue of the shares and the nominal value 
of the shares issued is recorded in the share premium account. Incremental costs directly attributable to the issue of new equity 
instruments are shown in the share premium account as a deduction from the proceeds, net of tax. Incremental costs directly 
attributable to the issue of equity instruments in a business combination are included in the cost of acquisition.

If the Company purchases any of its equity instruments, the consideration paid is treated as a deduction from total equity. Where 
such shares are sold, if the proceeds are equal to or less than the purchase price paid, the proceeds are treated as a realised profit. If 
the proceeds exceed the purchase price, the excess over the purchase price is transferred to the share premium account.

(ii) Merger reserve
If the Company issues shares at a premium and the conditions for merger relief under s131 of the UK Companies Act 1985 are met, 
a sum equal to the difference between the issue value and nominal value is transferred to a ‘merger reserve’.
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(n) Subordinated liabilities
Subordinated liabilities are initially recognised at the value of proceeds received net of issue expenses. The total finance costs are 
charged to the income statement over the relevant term of the instrument using the EIR method. The carrying amount of the debt is 
increased by the finance cost in respect of the reporting period and reduced by payments made in respect of the debt in the period.

(o) Pension costs and other post retirement benefits
The Group operates a number of defined benefit and defined contribution plans, the assets of which are held in separate trustee 
administered funds. The pension plans are funded by payments from employees and by the Group companies, determined by 
periodic actuarial calculations.

The Company is unable to identify its share of the underlying assets and liabilities in the UK defined benefit scheme on a consistent 
and reasonable basis, therefore it treats this scheme as a defined contribution scheme. Consequently the costs of this scheme and 
the UK defined contribution scheme represent the contributions payable for the accounting period.

For the defined contribution scheme, the Company pays contributions to separately administered pension insurance schemes. The 
contributions are recognised in staff expenses when they are due.

(p) Provisions and contingent liabilities
Provisions for restructuring costs and legal claims are recognised when the Company has a present legal or constructive obligation 
as a result of past events, it is more likely than not that an outflow of resources will be required to settle the obligation and the 
amount has been reliably estimated. Provisions are not recognised for future operating losses. Where there are a number of similar 
obligations, the likelihood that an outflow will be required in settlement is determined by considering the class of obligations as 
a whole.

Contingent liabilities are disclosed if the future obligation is probable and the amount cannot be reasonably estimated.

(q) Dividend distribution
Final dividends on share capital classified as equity instruments are recognised in equity when they have been approved by equity 
holders. Interim dividends on these shares are recognised in equity in the period in which they are paid.

(r) Employee share-based payments
The Group operates share incentive plans for all employees, share-based long-term incentive plans for senior employees and may 
award performance shares to all employees when the Group’s profit targets are met. Further details of the schemes are set out in 
Note 41 of the consolidated financial statements. These schemes are treated as equity-settled share-based payment schemes under 
IFRS 2 Share-based Payment.

For equity-settled share-based payment employee transactions, the services received as compensation are measured at their fair 
value. This fair value is measured by reference to the fair value of the equity instruments granted. The fair value of those equity 
instruments is measured at the grant date, which is the date that the Group and the employees have a shared understanding of 
the terms and conditions of the award. If that award is subject to an approval process then the grant date is the date when that 
approval is obtained. The charge in respect of the services received is recharged by the Company to the subsidiary which receives 
the services of the employees.

If the equity instruments granted vest immediately, the employees become unconditionally entitled to those equity instruments. 
Therefore, the Company immediately recognises an amount due from subsidiaries in respect of the services received in full with a 
corresponding credit to the equity compensation reserve.

If the equity instruments do not vest until the employee has fulfilled specified vesting conditions, the Group presumes that the 
services to be rendered by the employee as consideration for those equity instruments will be received in the future, during the 
period of those vesting conditions (vesting period). Therefore, the Company recognises an amount due from subsidiaries in respect 
of those services as they are rendered during the vesting period with a corresponding credit to the equity compensation reserve.

At the time the equity instruments vest, the amount recognised in the equity compensation reserve in respect of those equity 
instruments is transferred to retained earnings.
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(s) Derecognition and offset of financial assets and liabilities
A financial asset (or a part of a group of similar financial assets) is derecognised where:

	the rights to receive cash flows from the asset have expired;• 

	the Company retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without • 
material delay to a third party under a ‘pass through’ arrangement; or

 	the Company has transferred its rights to receive cash flows from the asset and has either transferred substantially all the risks and • 
rewards of the asset, or has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred 
control of the asset.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Financial assets and liabilities are offset and the net amount reported in the balance sheet only when there is a legally enforceable 
right to offset the recognised amounts and there is an intention to settle on a net basis, or to realise the asset and settle the liability 
simultaneously.

Accounting policies continued
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Notes to the Company financial statements

A. Net investment return
			  	 Restated
			  2007	 2006
			  £m	 £m
Interest and similar income		
Cash and cash equivalents		  18	 13
Loans and receivables to subsidiaries and associates		  81	 33

			  99	 46

Income from subsidiary undertakings		
Dividend income		  273	 -
Interest income from equity instruments		  34	 -
			  307	 -

Foreign exchange gains/(losses) on instruments other than at fair value through profits or loss		  37	 (1)
			  37	 (1)

(Losses)/gains on financial instruments
Equity securities and interests in pooled investment funds		  10	 3
Derivative financial instruments		  (35)	 1
			  (25)	 4
	
	Net investment return		  418	 49

B. Administrative expenses
		 	 2007	  2006
		 Notes	 £m	 £m
Staff costs and other employee related costs	 C	 34	 20
Stamp duty paid on sale of demutualisation shares		  -	 5
Auditors’ remuneration	 E	 -	 -
Other administrative expenses		  54	 30
Total other administrative expenses		  88	 55

C. Staff costs and other employee related costs
			   2007	  2006
		 Notes	 £m	 £m
The aggregate remuneration payable in respect of employees was:			 
Wages and salaries		  29	 16
Social security costs		  2	 1
Pension costs	 D	 2	 2
Employee share-based payments		  1	 1
Total staff costs and other employee related costs		  34	 20

The staff who manage the affairs of the Company are employed by Standard Life Employee Services Limited (SLESL), a subsidiary of 
the Company. These costs are recharged to the Company and the amounts recharged are set out above. 

The information required to be disclosed under the Companies Act 1985 in respect of Directors’ remuneration is provided in 
Note W(c).

Details of the employee share-based payment schemes operated by the Group are given in Note 41 of the consolidated 
financial statements.
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D. Pension and other post retirement benefit provisions
The staff who manage the affairs of the Company are members of a defined benefit pension scheme and a defined contribution 
pension scheme operated by the Group for its employees in the UK. There is no contractual agreement or policy for charging 
the net defined benefit cost of the defined benefit scheme across the participating UK companies. The sponsoring employer 
for the defined benefit scheme is SLAL, and therefore the net defined benefit cost of the scheme is recognised by SLAL. As a 
result the Company treats its participation in the defined benefit plan as a defined contribution plan. Contributions to defined 
contribution plans are expensed when employees have rendered services in exchange for such contributions, generally in the year 
of contribution. The contributions to the defined contribution and the defined benefit plans recognised as an expense for the year 
ended 31 December 2007 were £2m (2006: £2m).

Further information on the Group’s pension schemes is given in Note 33 of the consolidated financial statements.

E. Auditors’ remuneration
In 2007 auditors’ remuneration amounted to £0.5m (2006: £0.5m) in respect of the audit of the Company’s financial statements. 
Auditors’ remuneration for services other than the statutory audit of the Company are disclosed in Note 7 of the consolidated 
financial statements.

F. Income tax credit
(a) Current year tax credit

			  2007	 2006
			  £m	 £m
Current tax credit – United Kingdom		  8	 9
Deferred tax expense arising from the current period		  (1)	 (1)
Total income tax credit		  7	 8

The aggregate tax effect of items charged directly to equity is £nil (2006: credit of £1m). This is deferred tax relating to 
employee benefits.

(b) Reconciliation of tax credit

				   Restated
			  2007	 2006
			  £m	 £m
Profit/(loss) before tax		  228	 (47)
Tax at UK corporation tax rate of 30% (2006: 30%)		  (68)	 14
Dividends not subject to UK corporation tax		  82	 -
Permanent differences		  (7)	 (6)
Total income tax credit		  7	 8
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G. Investments in subsidiaries
				   Restated
			  2007	 2006
		 Notes	 £m	 £m
At 1 January		  4,649	 -
Acquisition of subsidiaries		  102	 3,420
Capital injections into newly established subsidiaries		  14	 -
Capital injections into existing subsidiaries		  52	 743
Acquisition of equity instrument in SLAL		  -	 486
Dividend in specie		  -	 2,008
Reduction in carrying value of SLAL following dividend in specie		  -	 (2,008)
Reduction in carrying value of Standard Life Healthcare Limited
following dividend from pre-acquisition distributable reserves	 Q	 (20)	 -
Fair value gain		  2	 -
Foreign exchange gain		  9	 -
At 31 December		  4,808	 4,649

On demutualisation of SLAC on 10 July 2006, the eligible members of SLAC received shares (demutualisations shares) in the 
Company. The Company acquired the ordinary share capital of SLAL as compensation for the issue of the demutualisation shares. 
On the same date, SLAL distributed as a dividend in specie, certain subsidiaries to the Company which had been transferred to it on 
demutualisation of SLAC. 

During the year the Company increased its investment in SLAL, Standard Life Oversea Holdings Limited, Standard Life (Mauritius 
Holdings) 2006 Limited and Standard Life Investments (Global Liquidity Funds) plc – Euro Plus Sub Fund. The Company also 
established a subsidiary, Standard Life Wealth Limited, and provided seed capital for the Standard Life Strategic Investment 
Allocation Fund, as part of the new discretionary investment management proposition.

Details of the Company’s principal subsidiaries are given in Note 45 of the consolidated financial statements. 

H. Investments in associates and joint ventures
(a) Investments in associates
The following are particulars of the Company’s share of significant associates, all of which are unlisted:
	
		 Country of incorporation or	  
	Name of associate	 registration	 % interest held 

At 31 December 2007
Tenet Group Limited	 England	 23.0
Threesixty Services LLP	 England	 25.0
		
At 31 December 2006
Tenet Group Limited	 England	 23.0

(b) Investments in joint ventures
The following are particulars of the Company’s share of significant joint ventures, all of which are unlisted:

		 Country of incorporation or 	 % interest held
	Name of joint venture	 registration	

	At 31 December 2007		
Heng An Standard Life Insurance Company Limited	 China	 50.0

The interest in Heng An Standard Life Insurance Company Limited was acquired during the year from a subsidiary undertaking of the Company.
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I. Tax assets and liabilities
			  2007	 2006
			  £m	 £m
Current tax recoverable 		  -	 2
Deferred tax assets		  1	 1
Total tax assets		  1	 3

Deferred tax liabilities 		  2	 1
Total tax liabilities		  2	 1

There are no current tax liabilities.

The Company has surrendered the benefit of tax losses to underlying subsidiaries for a consideration of £7m (2006: £7m) which will 
be receivable within one year. Accordingly, no tax losses are available for carry forward. The Company has provided deferred tax 
amounting to £2m (2006: £1m) in respect of unrealised gains on investment securities.

			  2007	 2006
Recognised deferred tax		  £m	 £m
Deferred tax assets comprise:			 
Employee benefits		  1	 1
Net deferred tax assets		  1	 1
			
Deferred tax liabilities comprise:			 
Unrealised gains on investments		  (2)	 (1)
Net deferred tax liabilities		  (2)	 (1)
			
Movements in deferred tax liabilities comprise:			 
At 1 January 		  -	 -
Amounts charged to net profit		  (1)	 (1)
Amounts credited to equity		  -	 1
At 31 December 		  (1)	 -

J. Derivative financial instruments
The Company uses derivative financial instruments in order to reduce the risk from potential movements in foreign exchange rates, 
equity indices and interest rates. These instruments are designated as held for trading.

	At 31 December 2007	 Contract	 Fair value	 Fair value 
		 amount	 assets	 liabilities
		 £m	 £m	 £m
Debt derivatives:			 

Futures	 2	 -	 -
Equity derivatives:			 

Futures	 3	 -	 -
Foreign exchange derivatives:			 

Options	 2	 -	 -
Forwards	 311	 -	 (9)

Interest rate derivatives:			 
Interest rate swaps	 8	 -	 -

		 326	 -	 (9)
	

The derivative financial instrument liabilities of £9m are expected to be settled within twelve months.
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		 Contract	 Fair value 	 Fair value 
		 amount 	 assets	 liabilities
	At 31 December 2006	 £m	 £m	 £m
Foreign exchange derivatives:			 

Forwards	 177	 1	 -
		 177	 1	 -

The derivative financial instrument assets of £1m are expected to be recovered within twelve months.

K. Investment securities
			  2007	 2006
			  £m	 £m
Equity securities and interests in pooled investment funds:			 

Listed		  20	 12
Unlisted		  5	 5

Total equity securities and interests in pooled investment funds		  25	 17
			
Debt securities: 			 

Unlisted		  1	 1
Total debt securities 		  1	 1
Total investment securities		  26	 18

The amount of debt securities expected to be recovered after more than twelve months is £1m (2006: £1m). Due to the nature of 
equity securities and interests in pooled investment funds, there is no fixed term associated with these securities.

L. Other assets
			  2007	 2006
		 Notes	 £m	 £m
Outstanding sales of investment securities		  -	 5
Outstanding receipt of proceeds from share issue		  4	 4
Due from related parties	 W	 18	 9
Accrued income		  3	 4
Other		  3	 3
Total other assets		  28	 25

The carrying amounts of other assets approximate the fair values at the year end.

All other assets are expected to be recovered within twelve months.
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M. Cash and cash equivalents
			  2007	 2006
			  £m	 £m
Demand and term deposits with original maturity of less than three months		  102	 191
Other short-term investments		  79	 191
Total cash and cash equivalents		  181	 382

Demand and term deposits with original maturity of less than three months are subject to variable interest rates. 

Other short-term investments include the Company’s investments in Standard Life Investments (Global Liquidity Funds) plc, which 
are subject to a mixture of fixed and variable interest rates.

N. Share capital
Details of the Company’s share capital are given in Note 23 of the consolidated financial statements.

O. Share premium reserve
Details of the premium arising on the shares issued by the Company are given in Note 24 of the consolidated financial statements.

P. Retained earnings

				   Restated
			  2007	 2006
		 Notes	 £m	 £m
At 1 January		  (35)	 -
Profit/(loss) for the year attributable to equity holders		  235	 (39)
Transfer from merger reserve	 Q	 20	 -
Transfer from equity compensation reserve for vested employee share-based payments	 Q	 -	 4
At 31 December 		  220	 (35)

Details of the dividends paid during the year by the Company are provided in Note 11 of the consolidated financial statements.  
Note 11 also includes information regarding the final dividend proposed by the Directors for the year ended 31 December 2007.

Q. Reconciliation of movements in other reserves
				   Equity
			  Merger	 compensation	 Special	  
			  reserve	 reserve	 reserve	 Total
		 Notes	 £m	 £m	 £m	 £m
At 1 January 2007		  3,214	 11	 500	 3,725
Reserve credit for employee share-based payment schemes		  -	 12	 -	 12
Transfer to retained earnings	 G,P	 (20)	 -	 -	 (20)
Vested employee share-based payments		  -	 (5)	 -	 (5)
Dividends and appropriations		  -	 -	 (197)	 (197)
At 31 December 2007		  3,194	 18	 303	 3,515

At 1 January 2006	 	 -	 -	 -	 -
Merger relief on issue of demutualisation shares	 	 3,214	 -	 -	 3,214
Release of merger relief on demutualisation shares	 	 (1,872)	 -	 -	 (1,872)
Merger relief on ordinary shares acquired in operating
subsidiaries following dividend in specie	 	 1,872	 -	 -	 1,872
Share premium reduction	 	 -	 -	 500	 500
Reserves credit for employee share-based payment schemes	 	 -	 15	 -	 15
Transfer to retained earnings for vested employee share-based payments	 P	 -	 (4)	 -	 (4)
At 31 December 2006	 	 3,214	 11	 500	 3,725
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During the year the Company received a dividend from a subsidiary undertaking, Standard Life Healthcare Limited, which was 
made partly from its pre-acquisition distributable reserves. As a result £20m of the merger reserve was realised and transferred to 
retained earnings.

The dividends and appropriations of £197m, paid during the year, have been treated as a deduction from the special reserve. 

Further information on these reserves is given in Note 26 of the consolidated financial statements.

R. Subordinated liabilities
			  2007	 2006
			  £m	 £m
Subordinated guaranteed bonds:			 
6.75% £500,000,000 Fixed rate perpetual 		  502	 502
6.375% €750,000,000 Fixed/floating rate 12 July 2022		  561	 514
			
Mutual Assurance Capital Securities:			 
6.546 % £300,000,000 Fixed rate perpetual		  314	 314
5.314 % €360,000,000 Fixed rate perpetual		  274	 251
Total subordinated liabilities 		  1,651	 1,581

The total of subordinated liabilities is expected to be settled after more than twelve months.

Further information of the terms and conditions of the subordinated liabilities is given in Note 32 of the consolidated 
financial statements.

S. Other liabilities
			  2007	 2006
		 Notes	 £m	 £m
Due to related parties	 W	 43	 72
Insurance contract liability	 W	 10	 -
Other liabilities		  15	 9
Total other liabilities		  68	 81

The carrying amounts of other liabilities approximate the fair values at the year end.

All other liabilities are expected to be settled within twelve months.

Insurance contract liability relates to a guarantee issued during the year by the Company to an investment fund managed by a 
subsidiary of the Company to cover the difference between amortised cost and marked to market value of the underlying assets of 
a sub-fund should there be a need to sell assets below amortised cost to meet investor withdrawals. The guarantee is undated and 
is for a maximum of £60m. The Company is exposed to insurance risk, as defined by IFRS 4 Insurance Contracts, arising from the 
guarantee, and profit and equity are sensitive to the assumed level of withdrawals.

The movement in the insurance contract liability during the year comprised:

			  2007	 2006
			  £m	 £m
At 1 January		  -	 -
Guarantee issued		  10	 -
At 31 December		  10	 -
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T. Risk management
(a) Overview
An overview of the Group risk management framework and policies is provided in Note 37 of the consolidated financial statements. 

The Company is exposed to market, credit, liquidity and insurance risks, each of which are described below.

	(b) Market risk
The Group risk management framework defines market risk as the risk that arises from the Group’s exposure to market movements, 
which could result in fluctuations in the value of their financial assets, the amount of their financial liabilities or the income from 
their financial assets. The most significant element of market risk for the Company arises from its exposure to fluctuations in interest 
rates. The Company is exposed to fluctuations in the fair value of future cash flows of financial instruments caused by changes in 
market interest rates. Financial assets and liabilities which are subject to the most significant exposure to interest rate risk include 
cash investments, derivative financial instruments and subordinated liabilities. The Company is also exposed to fluctuations in the 
equity securities markets and changes in the value of its holdings and the return on those holdings.

Appetites for market risk are managed through the Group market risk policy and the Company defines its own market risk policy 
adopting relevant minimum standards and limits contained within the Group policy. The Company is required to manage risk in 
accordance with the policy and to take mitigating action as appropriate to operate within defined risk appetites. The Company 
ensures that risks remain within the approved market risk appetite through the use of a number of specific controls and techniques 
including defined lists of permitted securities and/or application of investment constraints and the active use of derivatives to 
improve the matching characteristics of assets and liabilities.

The Company’s investments are generally held in the currency of its operational geographical locations, principally to assist with 
matching of liabilities. However, on the basis that geographical diversification helps to reduce the risk profile of a portfolio, the 
Company may believe it is appropriate to hold non-domestic assets to support domestic liabilities. In these cases, derivative financial 
instruments may be employed to manage currency exposure.

Derivative instruments are also utilised to reduce risk arising from exposure to fluctuations in interest rates and equity indices. 
Transactions in derivatives are listed on a regulated market or are with an approved counterparty. In employing derivatives, the 
Company must always have sufficient cash equivalents or underlying assets to cover any potential obligation or exercise right.

(b) (i) Market risk concentrations
The Group restricts market risk concentrations by ensuring that exposure is divided among a number of instruments. For each type 
of asset within a portfolio, responsibility for setting adequately diversified benchmarks and for limiting the structure of market risk 
exposure is set by the Company.

The following tables provide information regarding the market risk exposure of the Company at 31 December 2007 and 
31 December 2006 showing diversification by asset type and geographic region. The market risk exposure to foreign currency 
assets is either matched by liabilities held in the same currency or managed using derivative financial instruments.

The geographic classification for loans and receivables and cash and cash equivalents is determined by the currency of the 
underlying financial instruments.
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					    Geography
		 UK	 Continental Europe	 Canada	 Total
	2007	 £m	 %	 £m	 %	 £m	 %	 £m	 %
Debt securities 	 1	 -	 -	 -	 -	 -	 1	 -
Equity securities 	 5	 -	 20	 1%	 -	 -	 25	 1%
Loans and receivables	 334	 21%	 835	 52%	 203	 13%	 1,372	 86%
Cash and cash equivalents	 179	 11%	 1	 -	 1	 -	 181	 11%
Derivative financial assets	 -	 -	 -	 -	 -	 -	 -	 -
Other financial assets	 -	 -	 -	 -	 -	 -	 28	 2%

Total	 519	 32%	 856	 53%	 204	 13%	 1,607	 100%

					    Geography
		 UK	 Continental Europe	 Canada	 Total
	2006	 £m	 %	 £m	 %	 £m	 %	 £m	 %
Debt securities 	 1	 -	 -	 -	 -	 -	 1	 -
Equity securities 	 5	 -	 12	 1%	 -	 -	 17	 1%
Loans and receivables	 329	 20%	 765	 45%	 176	 10%	 1,270	 75%
Cash and cash equivalents	 380	 23%	 1	 -	 1	 -	 382	 23%
Derivative financial assets	 1	 -	 -	 -	 -	 -	 1	 -
Other financial assets	 -	 -	 -	 -	 -	 -	 25	 1%

Total	 716	 43%	 778	 46%	 177	 10%	 1,696	 100%

(b) (ii) Sensitivity analysis – market risk
The table below illustrates the sensitivity of profit after tax and equity to reasonably possible variations in the key assumptions 
made in relation to the Company’s most significant market risk exposures. The sensitivity analysis has been performed by varying 
the assumption as at the balance sheet date and considering the consequential impacts on profits after tax and equity, assuming 
other assumptions remain unchanged. The results of the sensitivity analysis may also have been different from those illustrated had 
the tests been applied at a date other than the balance sheet date. When illustrating the impact of equity and property risk, the 
expectations of corporate earnings and rents remain unchanged.

		 Equity/property	 Interest
		 +10%	 -10%	 +1%	 -1%
		 2007	 2006	 2007	 2006	 2007	 2006	 2007	 2006
		 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m
Impact on profit after tax 
and equity	 2	 1	 (2)	 (1)	 3	 3	 (3)	 (3)

Limitations
The sensitivity analysis is non-linear and larger or smaller impacts should not be derived from these results. The sensitivity analysis 
represents the impact on profits as at the year end that the changes in assumptions can have. The sensitivity will vary with time, both 
due to changes in market conditions and changes in the actual asset mix, this mix being actively managed. 

Correlations between the different risks and/or other factors may mean that experience would differ from that expected if more than 
one risk event occurred simultaneously.
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T. Risk management continued
	(c) Credit risk
The Group risk management framework defines credit risk as the risk of exposure to loss if a counterparty fails to perform its financial 
obligations, including failure to perform those obligations in a timely manner. It also includes the risk of a reduction in the value of 
corporate bonds due to widening of corporate bond spreads.

Appetites for credit risk are managed through the Group credit risk policy. The Company defines its own credit risk policy adopting 
relevant minimum standards and limits contained within the Group policy. The Company is required to manage risk in accordance 
with the Group policy and to take mitigating action as appropriate to operate within defined risk appetites.

In managing credit risk, the Company sets maximum exposure limits to types of financial instruments and counterparties. The limits 
are established using the following controls:

Financial Instrument with 
credit risk exposure	 Control
Cash and cash equivalents	 Maximum exposure limits are set with reference to credit ratings issued by 		
	 Standard & Poor’s and Moody’s. 
Derivative financial assets	 Maximum exposure limits, net of collateral, are set with reference to long-term 		
	 credit ratings issued by Standard & Poor’s and Moody’s. 
Debt securities	 Limits are set on the proportion of the total portfolio of debt securities which may 		
	 be placed with counterparties rated below certain credit rating levels.
Other financial instruments and liabilities	 Appropriate limits are set for other financial instruments and liabilities which the 		
	 Company may be exposed to from time to time.

(c) (i) Credit exposure of financial assets
The table below provides information regarding the credit quality of financial assets that are neither past due nor impaired at the 
year end, by classifying financial assets according to Standard & Poor’s credit ratings of the counterparties. The analysis also provides 
information on the concentration of credit risk. AAA is the highest possible rating and rated financial assets that fall outside the 
range of AAA to BBB are classified as below BBB. Assets that are not rated by Standard & Poor’s but are rated by another agency 
are categorised on a basis consistent with the Standard & Poor’s rating. If a financial asset is not rated by an external agency, it is 
classified as not rated, which includes assets such as loans to subsidiaries.

The total amount in the tables below represents the Company’s credit exposure to financial assets that are neither past due nor 
impaired at 31 December 2007 and 31 December 2006 without taking into account collateral held.

					   Credit rating
		 AAA	 AA	 A	 Not rated	 Total
	2007	 £m	 %	 £m	 %	 £m	 %	 £m	 %	 £m	 %
Debt securities	 -	 -	 -	 -	 -	 -	 1	 -	 1	 -
Loans to subsidiaries and  
associates	 -	 -	 -	 -	 -	 -	 1,372	 87%	 1,372	 87%
Cash and cash equivalents	 79	 5%	 102	 6%	 -	 -	 -	 -	 181	 11%
Derivative financial assets	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -
Other assets	 -	 -	 -	 -	 -	 -	 24	 2%	 24	 2%
Total	 79	 5%	 102	 6%	 -	 -	 1,397	 89%	 1,578	 100% 
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		 Credit rating
		 AAA	 AA	 A	 Not rated	 Total
	2006	 £m	 %	 £m	 %	 £m	 %	 £m	 %	 £m	 %
Debt securities	 -	 -	 -	 -	 -	 -	 1	 -	 1	 -
Loans to subsidiaries and  
associates	 -	 -	 -	 -	 -	 -	 1,270	 76%	 1,270	 76%
Cash and cash equivalents	 205	 12%	 64	 4%	 85	 5%	 28	 2%	 382	 23%
Derivative financial assets	 -	 -	 -	 -	 -	 -	 1	 -	 1	 -
Other assets	 -	 -	 -	 -	 -	 -	 21	 1%	 21	 1%
Total	 205	 12%	 64	 4%	 85	 5%	 1,321	 79%	 1,675	 100% 

At 31 December 2007, £4m (2006: £4m) of other assets were deemed to be past due by greater than one year (2006: 3-6 months 
past due). This amount was not in respect of rated assets. Assets are deemed to be past due when a counterparty has failed to make 
a payment when contractually due.

At 31 December 2007, no financial assets are considered to be impaired (2006: £nil). An allowance account is not used by the 
Company to record separately the impairment of assets by credit losses. Instead the carrying amount of an asset subject to any 
impairment charge is directly reduced by the amount of the impairment.

	(d) Liquidity risk
The Group risk management framework defines liquidity risk as the risk that the Group or individual Group companies, although 
solvent, do not have sufficient financial resources available to meet their obligations as they fall due, or can secure them only at 
excessive cost.

The appetite for liquidity risk is managed through the Group liquidity risk policy. The Company defines its own liquidity risk policy 
adopting relevant minimum standards and limits contained within the Group Policy. The Company is required to manage risk in 
accordance with the Group policy and to take mitigating action as appropriate to operate within defined risk appetites.

The Company manages liquidity risk primarily by placing limits on the volume of financial assets held which are both not quoted 
and not regularly traded on a recognised exchange and maintenance of a portfolio of committed bank facilities (a number of which 
are currently undrawn).

Liquidity risk is managed by the central Group treasury function. Group treasury are also responsible for the production and 
management of the contingency funding plan if required.

(d) (i) Maturity analysis
The cash flows payable by the Company under its financial liabilities have been analysed by remaining contractual maturity at the 
balance sheet date.

Non-derivative contractual cash flows
The following table shows the contractual cash flows of non-derivative liabilities payable by the Company under these instruments 
by remaining contractual maturity at the balance sheet date. The amounts shown are the contractual undiscounted cash flows, 
whereas the Company manages inherent liquidity risk based on expected undiscounted cash flows.
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T. Risk management continued	
(d) Liquidity risk continued
(d) (i) Maturity analysis continued

							      Greater	 No
		 Within 1	 1-5	 5-10	 10-15	 15-20	 than 20 	 contractual		
	 year	 years 	 years	 years 	 years	 years	 maturity date	 Total
	2007	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m
Subordinated liabilities	 103	 961	 573	 528	 669	 -	 -	 2,834
Other liabilities	 -	 -	 -	 -	 -	 -	 68	 68
Total	 103	 961	 573	 528	 669	 -	 68	 2,902

							      Greater	 No
		 Within 1	 1-5	 5-10	 10-15	 15-20 	 than 20	 contractual
		 year	 years 	 years 	 years	 years	 years	 maturity date	 Total
	2006	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m
Subordinated liabilities	 99	 401	 1,152	 547	 169	 534	 -	 2,902
Other liabilities	 -	 -	 -	 -	 -	 -	 81	 81
Total	 99	 401	 1,152	 547	 169	 534	 81	 2,983

Other liabilities include contractual undiscounted cash flows relating to insurance contracts of £10m (2006: £nil).

The Company ensures that it can meet its financial obligations as they fall due by maintaining suitable levels of liquid assets.

Contractual cash flows on derivatives settled on a net basis
The Company uses derivatives that will be settled on a net basis. These derivatives consist mainly of interest rate swaps. As at 
31 December 2007 contractual undiscounted cash flows on derivatives settled on a net basis were £nil (2006: £nil).

Contractual cash flows on derivatives settled on a gross basis
The Company uses derivatives that will be settled on a gross basis. These derivatives include foreign exchange forwards and cross 
currency swaps. As at 31 December 2007 undiscounted contractual cash flows on derivatives settled on a gross basis amounted to 
£9m (2006: £nil) and related to outflows on foreign exchange forwards with a contractual maturity date within one year.

	(e) Insurance risk
Insurance risk is defined by the Group risk management framework as being the risk that arises from inherent uncertainties as to the 
occurrence, amount and timing of contract liabilities. Insurance risk is managed through the Group insurance policy. The Company 
is required to manage risk in accordance with the policy and take mitigating action as appropriate.
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(f) Reconciliation by category of financial instruments
The following tables reconcile the Company’s financial instruments by IAS 39 Financial Instruments: Recognition and Measurement 
categories to the line items presented in the Company balance sheet.

Financial assets are analysed by category as follows:

		 At fair value through profit or loss
		 Held for	 Designated on	 Loans and	 Cash and cash	
		 trading 	 initial recognition 	 receivables	 equivalents	 Total
	2007	 £m	 £m	 £m	 £m	 £m
Loans to subsidiaries	 -	 -	 1,368	 -	 1,368
Loans to associates	 -	 -	 4	 -	 4
Derivative financial assets	 -	 -	 -	 -	 -
Investment securities	 -	 26	 -	 -	 26
Other assets	 -	 -	 28	 -	 28
Cash and cash equivalents	 -	 -	 -	 181	 181
Total financial assets	 -	 26	 1,400	 181	 1,607
Non-financial assets	 -	 -	 -	 -	 4,867
Total assets	 -	 26	 1,400	 181	 6,474

		 At fair value through profit or loss
		 Held for	 Designated on	 Loans and	 Cash and cash
		 trading	 initial recognition	 receivables	 equivalents	 Total
	2006	 £m	 £m	 £m	 £m	 £m
Loans to subsidiaries	 -	 -	 1,270	 -	 1,270
Loans to associates	 -	 -	 -	 -	 -
Derivative financial assets	 1	 -	 -	 -	 1
Investment securities		  18	 -	 -	 18
Other assets	 -	 -	 25	 -	 25
Cash and cash equivalents	 -	 -	 -	 382	 382
Total financial assets	 1	 18	 1,295	 382	 1,696
Non-financial assets	 -	 -	 -	 -	 4,666
Total assets	 1	 18	 1,295	 382	 6,362
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	T. Risk management continued 
(f) Reconciliation by category of financial instruments continued
Financial liabilities are analysed by category as follows:

2007	 At fair value through profit or loss
		 Held for	 Designated on	 Financial liabilities at
		  trading	 initial recognition	 amortised cost	 Total
		 £m	 £m	 £m	 £m
Subordinated liabilities	 -	 -	 1,651	 1,651
Derivative financial liabilities	 9	 -	 -	 9
Other liabilities	 -	 -	 68	 68
Total financial liabilities	 9	 -	 1,719	 1,728
Non-financial liabilities	 -	 -	 -	 2
Total Liabilities	 9	 -	 1,719	 1,730

2006	 At fair value through profit or loss		
		 Held for	 Designated on	 Financial liabilities at
		 trading	 initial recognition	 amortised cost	 Total
		 £m	 £m	 £m	 £m
Subordinated liabilities	 -	 -	 1,581	 1,581
Derivative financial liabilities	 -	 -	 -	 -
Other liabilities	 -	 -	 81	 81
Total financial liabilities	 -	 -	 1,662	 1,662
Non-financial liabilities	 -	 -	 -	 1
Total Liabilities	 -	 -	 1,662	 1,663

U. Contingencies
(a) Legal proceedings and regulations
The Company, like other financial organisations, is subject to legal proceedings in the normal course of its business. While it is not 
practicable to forecast or determine the final results of all pending or threatened legal proceedings, management does not believe 
that such proceedings (including litigations) will have a material effect on the results and financial position of the Company.

(b) Joint ventures and associates
The Company has entered into agreements to share in the assets and liabilities of joint venture and associate investments. The 
directors do not anticipate any material losses from such investments, and the operations of such investments are not material in 
relation to the operations of the Company. 

The Company’s share of contingent liabilities of the joint ventures and associates is not significant in relation to the operations of 
the Company.

(c) Issued share capital
The Scheme of Demutualisation (the Scheme) of SLAC sets a ten-year time limit for those eligible members of SLAC who were not 
allocated shares at the date of demutualisation to claim their entitlement. As future issues of these shares are dependent upon the 
actions of eligible members, it is not practical to estimate the financial effect of this potential obligation.

V. Commitments
Under the trust deed in respect of the Group’s UK defined benefit pension scheme, SLESL (the principal employer) must pay 
contributions to pension scheme as the trustees’ actuary may certify necessary. The Company has guaranteed the obligations of 
SLESL to the UK defined benefit pension scheme for a period of 15 years from 10 July 2006.
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W. Related party transactions
(a) Transactions with and balances from/(to) related parties
In the normal course of business, the Company enters into transactions with related parties that relate to insurance, banking and 
investment management business. Such related party transactions are at arm’s length.

The year end balances with related parties arising from transactions carried out by the Company with related parties are as follows:

			  2007	 2006
		 Notes	 £m	 £m
Due from related parties:
Subsidiaries	 L	 18	 9
Loans to subsidiaries		  1,368	 1,270
Loans to associates		  4	 -
			  1,390	 1,279
Due to related parties:			 
Subsidiaries	 S	 53	 72
			  53	 72

			  2007	 2006
			  £m	 £m
Revenues from related parties:			 
Subsidiaries		  393	 33
			  393	 33
Expenses to related parties:			 
Subsidiaries		  83	 46
			  83	 46

(b) Compensation of key management personnel
Key management personnel of the Company, comprising 17 people (2006: 18), including all Directors, both executive and non-
executive and the direct reports of the Chief Executive Officer. 

The summary of compensation of key management personnel is as follows:

			
			  2007	 2006
			  £m	 £m
Salaries and other short-term employee benefits		  4	 2
Post-employment benefits		  -	 -
Other long-term benefits		  -	 1
Termination benefits		  1	 -
Share-based payments		  1	 1
Total compensation of key management personnel		  6	 4

A number of key management personnel of the Company are also key management personnel of other entities within the 
Standard Life Group. For the purposes of this note an apportionment of the total compensation paid to the key management 
personnel of the Company by the Group has been made based on an estimate of the services rendered to the Company.
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W. Related party transactions continued
(c)  Directors’ remuneration
The remuneration paid to the Directors is as follows:

			  2007	 2006
			  £m	 £m
Aggregate emoluments		  5	 3
Amounts receivable under cash-based long term incentive schemes		  -	 1

Reference should be made to the Directors’ remuneration report on pages 84 to 99 for details of Directors’ interests, including share 
options, in the share capital of the Company.  The Directors’ remuneration report is presented for years ending 31 December 2007 
and 31 December 2006.  The Directors’ remuneration report shows remuneration paid to Directors over those periods, and, except 
as stated, reflects remuneration paid by SLAC and its subsidiaries prior to demutualisation on 10 July 2006 and by the Company 
and its subsidiaries after that date.

The Directors are participants in a Long-Term Incentive Plan (LTIP) operated by the Group. Prior to demutualisation of SLAC 
on 10 July 2006, the LTIP was a cash-based award dependant on certain performance conditions being achieved over a three-
year period. 2006 was the last year in which cash awards could be received. On demutualisation of SLAC the cash awards were 
converted into awards over shares of the Company and in future years the LTIP will be a share-based scheme. The conversion was 
based on the average middle-market share price during the 20 dealing days following demutualisation. The benefits arising under 
the incentive plan are recorded in the year in which entitlement was determined.

The shares awarded under LTIP schemes only become receivable by the Directors when the performance conditions are met at the 
end of the three-year vesting period, therefore no amounts in respect of these awards are disclosed above.

Retirement benefits are accruing to 4 (2006: 5) Directors under a defined benefit scheme operated by the Company.

(d) Transactions with and balances from/(to) key management personnel
The detailed disclosures of transactions incurred by the Company with key management personnel during the year and year end 
balances arising from such transactions are contained within the audited section of the Directors’ remuneration report on pages 84 to 99.

All transactions between the key management and the Company during the year are on commercial terms which are equivalent to 
those available to all employees of the Group.

During the year to 31 December 2007, the key management personnel contributed £1.4m (2006: £1.3m) to products sold by the 
Group. This primarily relates to investments in self invested personal pension (SIPP) products with the transfer of funds from an 
external provider.

At 31 December 2007 key management personnel had no outstanding loans (2006: £nil).
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X. Fair value of financial assets and liabilities
The estimated fair values of financial assets and liabilities whose carrying value does not approximate fair value are as follows:

			  Carrying
			  value	 Fair value
		 Notes	 £m	 £m
At 31 December 2007			 
			
Financial assets			 
Loans to subsidiaries		  1,368	 1,411
			
Financial liabilities			 
Subordinated guaranteed bonds	 R	 1,063	 1,080
Mutual Assurance Capital Securities	 R	 588	 563

	
			  Restated	
			  Carrying	 Restated
	 		  value	 Fair value
		 Notes	 £m	 £m
At 31 December 2006

Financial assets			 
Loans to subsidiaries		  1,270	 1,380

Financial liabilities
Subordinated guaranteed bonds	 R	 1,016	 1,114
Mutual Assurance Capital Securities	 R	 565	 577

The estimated fair values are calculated by discounting the expected future cash flows at current market rates. The carrying value of 
all other financial assets and liabilities approximates their fair value.

Y. Reclassification of loans to subsidiaries to investments in subsidiaries
During the year SLAL, a subsidiary undertaking, was required to reclassify a financial instrument from financial liabilities to equity 
instruments under IAS 32 Financial Instruments: Presentation, following the reconsideration of the instrument’s terms and conditions. 
As a result, the Company, as holder of the instrument, was required to reclassify its investment from ‘loans and receivables’, recorded 
as ‘loans to subsidiaries’ in the balance sheet, to ‘invesments in subsidiaries’.

Any income arising from the instrument was previously recognised in the income statement on an EIR basis. However, the income 
should be recognised at the point the Company has the unconditional right to receive the income, which is considered to be at the 
time of receipt of the interest income on the instrument.

The comparative information has been restated to correct this error and the effect of the restatement on the financial statements is 
summarised below.

		 2006
		 Effect of restatement
		 £m
Decrease in interest income from loans and receivables	 (16)
Decrease in profit	 (16)
	
Decrease in loans to subsidiaries	 (502)
Increase in investments in subsidiaries	 486
Decrease in equity	 (16)
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Glossary

Annuity
A periodic payment made for an agreed period of time (usually up to the death of the recipient) in return for a cash sum. The cash 
sum can be paid as one amount or as a series of premiums. If the annuity commences immediately after the payment of the sum it 
is termed an immediate annuity. If it commences at some future date it is termed a deferred annuity.

Annual premium equivalent (APE)
An industry measure of new business. The total of new annualised regular premiums plus 10% of single premiums written during 
the applicable period.

Assumptions
Variables applied to data used to project expected outcomes.

Acquisition costs
Expenses related to the procurement and processing of new business written including a share of overheads.

Back book management
We choose to analyse our EEV operating profit before tax in the three components which reflect the focus of our business effort – 
core, efficiency and back book management. Back book management includes all non-expense related operating variances and 
assumption changes for covered business plus those development costs directly related to back book management initiatives and, 
for non-covered business, specific costs attributed to back book management.

Board
The board of Directors of the Company.

Company
Standard Life plc.

Core
We choose to analyse our EEV operating profit before tax in the three components which reflect the focus of our business effort – 
core, efficiency and back book management. Core includes new business contribution, expected return and development costs for 
covered business excluding those development costs directly related to back book management initiatives and, for non-covered 
business, IFRS underlying profit excluding specific costs attributable to back book management.

Cost income ratio
The ratio of total costs to total income for the year expressed as a percentage. This KPI indicates how much of total income is being 
employed to meet the cost base and measures the strategic driver of cost effectiveness in the banking business within UKFS.

Covered business
The business covered by the EEV methodology. This should include any contracts that are regarded by local insurance supervisors 
as long-term or life insurance business and may cover other long-term life insurance, short-term life insurance such as group risk 
business and long-term accident and health business. Where short-term healthcare is regarded as part of or ancillary to a company’s 
long-term life insurance business, then it may be regarded as long-term business.

Deferred acquisition costs (DAC)
The method of accounting whereby acquisition costs on long-term business are deferred in the balance sheet as an asset and 
amortised over the life of those contracts. This leads to a smoothed recognition of up front expenses instead of the full cost in the 
year of sale.

Deferred income reserve (DIR)
The method of accounting whereby front end fees that relate to services to be provided in future periods are deferred in the balance 
sheet as a liability and amortised over the life of those contracts. This leads to a smoothed recognition of up front income instead of 
the full income in the year of sale.

Demutualisation
The process by which a mutual organisation owned by its members, such as a building society or insurance company, converts 
to a public limited company owned by its equity holders. The Standard Life Assurance Company demutualised and shares of 
Standard Life plc, the new holding company for the Standard Life Group, were listed on the London Stock Exchange on 10 July 2006.
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Development costs
Costs that are considered to be non-recurring and are reported separately from other expenses in the EEV movement analysis.

Director
A director of the Company.

Discounting
The reduction to present value at a given date of a future cash transaction at an assumed rate, using a discount factor reflecting the 
time value of money. The choice of a discount rate will usually greatly influence the value of insurance provisions, and may give 
indications on the conservatism of provisioning methods.

Dividend cover
This is a measure of how easily a company can pay its dividend from profit. It is calculated as operating profit after tax and minority 
interest divided by the total dividend for that financial year. The dividend for the financial year is the current year interim dividend 
plus the proposed final dividend.

EBIT
Earnings before interest and tax. Earnings refer to total operating and non-operating income less total operating expenses and are 
calculated before interest and tax.

EBIT margin
This is an industry measure of performance for investment management companies. It is calculated as earnings before interest and 
tax (EBIT) divided by total revenue.

Economic assumptions
Assumptions in relation to future interest rates, investment returns, inflation and tax. These assumptions and variances in relation to 
these assumptions are treated as non-operating profits/(losses) under EEV.

Efficiency
We choose to analyse our EEV operating profit before tax in the three components which reflect the focus of our business 
effort – core, efficiency and back book management. Efficiency includes covered business maintenance expense variances and 
assumption changes.

European Embedded Value (EEV)
The value to equity shareholders of the net assets plus the expected future profits on in-force business from a life assurance 
and pensions business. Prepared in accordance with the EEV Principles and Guidance issued in May 2004 by the CFO Forum of 
European Insurance Companies and the Additional Guidance issued in October 2005. EEV reports the value of business in-force 
based on a set of best estimate assumptions, allowing for the impact of uncertainty inherent in future assumptions, the costs of 
holding required capital, the value of free surplus and TVOG.

EEV Operating Profit (EVOP) – covered business
Profit generated from new business sales and the in-force book of business, based on closing non-economic and opening 
economic assumptions.

Expected return on EEV
Anticipated results based on applying opening assumptions to the opening EEV.

Experience variances
Current period differences between the actual experience incurred over the period and the assumptions used in the calculation of 
the embedded value excluding new business non-economic experience variances which are captured in new business contribution.

Financial options and guarantees
Terms relating to covered business conferring potentially valuable guarantees underlying, or options to change, the level and 
nature of policyholder benefits and exercisable at the discretion of the policyholder, whose potential value is impacted by the 
behaviour of financial variables.
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Glossary continued

Free surplus
The amount of capital and any surplus allocated to, but not required to support, the in-force business covered by the EEV.

Group, Standard Life Group or Standard Life
Prior to Demutualisation on 10 July 2006, SLAC and its subsidiaries and, from Demutualisation on 10 July 2006, the Company and 
its subsidiaries.

Heritage With Profits fund (HWPF)
The Heritage With Profits Fund contains all existing business – both with profits and non profit – written before demutualisation 
in the UK, Irish or German branches, with the exception of the classes of business which the Scheme allocated to the Proprietary 
Business Fund. This HWPF also contains increments to existing business. 

Individual Capital Assessment (ICA)
The process by which the Financial Services Authority (FSA) requires insurance companies to make an assessment of the regulated 
company’s own capital requirements, which is then reviewed and agreed by the FSA.

In-force
Long-term business which has been written before the period end and which has not terminated before the period end.

Interest margin
Net interest income for the year as a percentage of average total assets during the year disclosed in basis points (1/100th of 1%).  
This is a measure of how much margin the Group is making on its banking assets and measures the driver of income generation for 
this business.

Internal rate of return (IRR)
A measure of rate of return on an investment and so an indicator of capital efficiency. The IRR is equivalent to the discount rate at 
which the present value of the after tax cash flows expected to be earned over the lifetime of new business written is equal to the 
capital invested to support the writing of the business.

Key Performance Indicator (KPI)
These are measures by reference to which the development, performance or position of the business can be measured effectively.

Maintenance Expenses
Expenses related to the servicing of the in-force book of business (including investment and termination expenses and a share 
of overheads).

Mutual fund
A collective investment vehicle enabling investors to pool their money, which is then invested in a diverse portfolio of stocks 
or bonds, enabling investors to achieve a more diversified portfolio than they otherwise might have done by making an 
individual investment.

Net worth
The market value of equity holders’ funds and the shareholders’ interest in the surplus held in the non profit component of the 
long-term business funds, determined on a statutory solvency basis and adjusted to add back any non-admissible assets per 
regulatory returns.

New business contribution (NBC)
The expected present value of all future cash flows attributable to the equity holder from new business, as included within EEV 
operating profit.

New business strain (NBS)
Costs involved in acquiring new business (such as commission payments to intermediaries, expenses, reserves) affecting the 
insurance company’s financial position at that point and where all of the income from that new business (including premiums and 
investment income) has not yet been received and will not be received until a point in the future. To begin with, therefore, a strain 
may be created where cash outflows exceed inflows.
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New business strain (NBS) margin
New business strain as a percentage of PVNBP sales (see PVNBP below). 

Non-covered business
Mainly includes third party investment management, banking, healthcare and other businesses not associated with the life 
assurance and pensions business. Non-covered business is excluded from the EEV methodology and is generally included within the 
Group EEV on an IFRS basis.

Non profit policy
A policy, including a unit linked policy, which is not a with profits policy.

Personal pension plan
An individual pension arrangement with particular tax advantages whereby individuals who are self-employed or those who are 
not members of employer-sponsored pension scheme arrangements can make provision for retirement or provide benefits for their 
dependants in a tax efficient manner. 

Present value of in-force business (PVIF)
The present value of the projected future distributable profits after tax attributable to equity holders from the covered business in 
force at the valuation date, adjusted where appropriate, to take account of TVOG.

Present value of new business premiums (PVNBP)
The industry measure of insurance new business sales under the EEV methodology. It is calculated as 100% of single premiums plus 
the expected present value of new regular premiums. 

Pro forma profit
Pre demutualisation IFRS and EEV mutual figures adjusted to calculate a profit figure for the Group as if the holding company, 
Standard Life plc, had been listed at the beginning of that period. This is done in order to provide illustrative financial information 
for full year 2006 and a basis of comparison for the 2007 results. This information is unaudited and is prepared for illustrative 
purposes only. See the basis of preparation section of the business review.

Proprietary Business Fund
The Proprietary Business Fund in SLAL contains, among other things, certain classes of business – pension contribution insurance 
policies, income protection plan policies and a number of SIPP policies written before demutualisation, as well as most new 
insurance business written after demutualisation in the UK, Ireland and Germany.

PVNBP margin
PVNBP margin is NBC expressed as a percentage of PVNBP. This measures whether new business written is adding value or 
eroding value.

Recourse cash flow (RCF)
Certain cash flows arising in the HWPF on specified blocks of UK and Irish business, which are transferred out of the fund on a 
monthly basis and accrue to the ultimate benefit of equity holders, as determined by the Scheme of Demutualisation. 

Regular premium
A regular premium contract (as opposed to a single premium contract), is one where the policyholder agrees at inception to make 
regular payments throughout the term of the contract.

Required capital
The amount of assets, over and above the value placed on liabilities in respect of covered business, whose distribution to equity 
holders is restricted. 

Return on EEV (RoEV)
The annualised post tax operating profit on an EEV basis expressed as a percentage of the opening embedded value, adjusted for 
dividends paid to equity holders. 
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Return on equity (RoE)
Calculated as IFRS underlying profit after tax divided by opening net assets.

Single premium
A single premium contract (as opposed to a regular premium contract (see above)), involves the payment of one premium at 
inception with no obligation for the policyholder to make subsequent additional payments.

SIPP
A self invested personal pension which provides the policyholder with greater choice and flexibility as to the range of investments 
made, how those investments are managed, the administration of those assets and how retirement benefits are taken.

SLAC
The Standard Life Assurance Company (renamed The Standard Life Assurance Company 2006 on 10 July 2006).

Time value of options and guarantees (TVOG)
Represents the potential additional cost to equity holders where a financial option or guarantee exists which affects policyholder 
benefits and is exercisable at the option of the policyholder.

Underlying profit
A profit measure the Group uses to provide a more meaningful analysis of the underlying business performance. Underlying 
profit is calculated by adjusting profit attributable to equity holders before tax for items such as volatility arising from accounting 
mismatches, impairment of intangibles and certain restructuring expenses.

Unit linked policy
A policy where the benefits are determined by reference to the investment performance of a specified pool of assets referred to as 
the unit linked fund.

With profits policy
A policy where, in addition to guaranteed benefits specified in the policy, additional bonuses may be payable from relevant surplus. 
The declaration of such bonuses (usually annually) reflects, amongst other things, the overall investment performance of the fund 
of which the policy forms part. Also known as a ‘participating policy’. 

Wrap platform
An investment platform which is essentially a trading platform enabling investment funds, pensions, direct equity holdings and 
some life assurance contracts to be held in the same administrative account rather than as separate holdings.

Glossary continued
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Shareholder information

Dividends
It is intended that interim dividends will be paid in November and final dividends in May each year.

You can choose to receive your dividends in one of the following ways:

1. Reinvest your dividends in Standard Life plc shares
Standard Life plc has arranged a dividend reinvestment plan – sometimes referred to as DRIP. This gives shareholders the 
opportunity to use their cash dividend to buy more shares in the Company through a special dealing arrangement – and means 
you will receive additional shares instead of cash.

2. Receive a cash dividend payment in your bank or building society account
You can have your dividend paid directly into the bank or building society account of your choice. This means the money will 
usually be available to use more quickly than if you receive your dividends in the form of a cheque. The money will be transferred 
straight into your bank account on the day the dividend is paid.

3. Receive a cash dividend payment by cheque
If you don’t choose to receive your dividends as shares, or paid directly into your bank account, you will be sent a cheque for the 
relevant amount. You may be charged a fee to present this cheque, particularly if you live outside the UK. 

If you would like to change your dividend payment method, please visit www.standardlife.com/shareholders and follow the links 
to find out how to register.

Receive shareholder communications by email and website
You can choose to receive future shareholder communications by email and website. Registering is easy, secure and free. Please visit 
www.standardlife.com/shareholders and follow the links to find out how to register. The service allows you to:

	Choose to receive an email when the • Annual Report and Accounts and AGM guide are available on our website. You can then read 
these online instead of receiving paper copies in the post

	Check your Standard Life shareholding• 

	Find out information about your dividends• 

	Work out the value of your shareholding• 

	Change your address details• 

	Set up a new dividend mandate, or change your existing details• 

	Send your Annual General Meeting voting and proxy instructions electronically.• 

When you register with Investor Centre you can choose how you’d like us to keep in touch with you – by post or email. Any 
information you receive electronically will be the same as the paper version. This will help us save your money – and conserve 
natural resources.

Preventing unsolicited mail
By law, Standard Life has to make its share register publicly available. Because of this, some registered shareholders may 
receive unsolicited mail. You could also be targeted by fraudulent ‘investment specialists’ using high-pressure cold calling sales 
techniques – these are sometimes called ‘boiler room scams’. You can find more information at the Office of Fair Trading website  
www.oft.gov.uk

Using a nominee company can help protect your privacy. You can transfer your shares into the Company-sponsored nominee – 
the Standard Life Share Account – by contacting Computershare, or get in touch with your broker to find out about their 
nominee services.

If you want to limit the amount of unsolicited mail you receive, please contact: 

The Mailing Preference Service (MPS), DMA House, 70 Margaret Street, London W1W 8SS or register online at  
www.mpsonline.org.uk 
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Analysis of registered shareholdings as at 31 December 2007:

		 Number of	 % of total	 Number of	 % of total
Range of shares	 holders 	 holders	 shares 	 shares
1 – 1,000	 67,537	 54.13%	 34,457,667	 1.59%
1,001 – 5,000	 50,392	 40.40%	 105,618,707	 4.86%
5,001 – 10,000	 3,878	 3.11%	 26,784,547	 1.23%
10,001 – 100,000	 2,521	 2.02%	 51,107,942	 2.35%
* 100,001 +	 420	 0.34%	 1,956,108,243	 89.97%
Totals	 124,748	 100.00%	 2,174,077,106	 100.00%

* The Company-sponsored nominee – the Standard Life Share Account – had 1,348,507 participants holding 1,086,225,531 shares. 

Financial Calendar for 2008

Quarter 4 New Business Sales Announcement 	 30 January 2008
2007 Preliminary Results Announcement	 12 March 2008 
Ex-dividend date for 2007 final dividend 	 19 March 2008
Record date for 2007 final dividend	 25 March 2008
Quarter 1 interim management statement including new business announcement	 30 April 2008
Annual General Meeting 	 19 May 2008
Investor seminar 	 22 May 2008
Dividend payment date (2007 final dividend)	 30 May 2008
Announcement of interim results and dividend	 6 August 2008
Ex-dividend date for 2008 interim dividend	 13 August 2008
Record date for 2008 interim dividend	 15 August 2008
Quarter 3 interim management statement including new business announcement 	 30 October 2008
Interim dividend payment date	 28 November 2008

Shareholder information continued



Contact details

For questions on dividends and your 
shareholding, please contact our registrar, 
Computershare:

UK
Visit www.computershare.com
Email at sl.queries@computershare.co.uk
Call Computershare on 0845 113 0045
or +353 (0)1 431 9829

Ireland
Visit www.computershare.com
Email at sl.queries@computershare.co.uk
Call Computershare on +353 (0)1 431 9829

Germany and Austria
Visit www.computershare.de
Email at register@computershare.de
Call Computershare on +49 (0)8930 90 36 25

Canada
Visit www.computershare.com
Email at service@computershare.com
Call Computershare on 1-866-982-9939
or at the local number 514-982-9939

Registrar
Computershare Investor Services PLC
PO BOX 2656
The Pavilions
Bridgwater Road
Bristol
BS3 9BG
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If you have any questions about voting at 
the Annual General Meeting, please contact 
Standard Life:

UK and Ireland
Visit www.standardlife.com
Email at shareholders@standardlife.com
Call on 0845 275 3000 or +44 (0)131 270 9060

Germany
Visit www.standardlife.de
Email at aktien@standardlife.de
Call on 01802-00 12 55

Austria
Visit www.standardlife.at
Email at aktien@standardlife.at
Call on 0810-53 00 45

Canada
Visit www.standardlife.ca
Email at csc@standardlife.ca
Call on 1 888 841-6633

Lines are open from 8.30am to 5.30pm, 
Monday to Friday. Please note call charges 
may vary.

Secretary, registered office and head office:
M J Wood
Standard Life plc
Standard Life House
30 Lothian Road
Edinburgh
EH1 2DH 
Scotland

We want to make sure you have answers to all your questions.



Please remember that the value of shares can go down as well as up and you may not get back the full amount invested or any 
income from it. All figures and share price information have been calculated as at 31 December 2007 (unless otherwise indicated).

Standard Life plc, registered in Scotland (SC286832), Standard Life House, 30 Lothian Road, Edinburgh EH1 2DH. 

Calls may be recorded/monitored and call charges may vary. www.standardlife.com
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