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Chairman’s statement
A successful year of transformation and delivery

Standard Life has had a good year. Our strong set of results, and the progress that we have made during 2010 in transforming our
business, have put us in good shape to anticipate the changes that the savings and investments industry worldwide is facing in the
years to come.

Despite wider economic conditions remaining tough in 2010, we were able to create shareholder value

8.65p through investing in growing our business, and by improving the efficiency of our operations and
Recommended increasing our profitability. We are in a strong position financially and I'm pleased to repont that once
final dividend again, we've been able to increase the final dividend. The Board has recommended a final dividend
g:gr“e‘e“t per payment of 8.65p per share. That makes a total of 13.0p per share for 2010 - a 6.2% increase on 2009,

The payment will be made on 27 May 2011, if our shareholders vote to approve it. This increase reflects
our confidence in our ability to grow future cash flows.

2010 was an important year for our company. David Nish took over as Chief Executive and has made tremendous progress in
transforming how we operate. David and our new management team are working hand to drive cultural change across the organisation
by increasing our pace of delivery and making us much more responsive to customer requirements. We've made great strides in
putting our customers at the heart of everything we do and concentrating on making it easier for them to do business with us.

There will be significant change in the UK savings industry over the coming years driven by policy and regulatory changes, and by
customer behaviour. Our strategy is well aligned to these changes and there's a lot of work going on behind the scenes to make
sure we can capitalise on them when they come into effect. We believe that we have built a firm foundation to support continued
profitable growth.

Long-term savings and investments are an important contributor to economic growth and we need stability in pensions, savings
and fiscal policies if people are to be encouraged to save for the future. We are passionate advocates of this and we actively
engage with policymakers and key influencers to encourage them to create an environment in which pecple have the opportunity
to save and understand the benefits of doing so.

Strong corporate govemance continues to be close to our hearts both in relation to our own affairs and within the companies in
which we invest. Through Standard Life Investments, we actively monitor developments and encourage good practice. To increase
the scrutiny of our own activities, we established a new Risk and Capital Committee, chaired by Lord Blackwell, our Senior
Independent Director. This Committee supports the Board's key risk management responsibilities by overseeing and advising the
Board on the Group's capita! and liquidity risk management and on our risk strategy.

We have a responsibility to ensure that Standard Life is a sustainable business and contributes to the communities in which we
operate. Last year | wrote about the Standard Life Charitable Trust, which we have set up using some of the shares that weren't
claimed at the time of our demutualisation. | am very pleased that the Trust has decided to focus on working with people who are
most in need, helping them develop the right skills needed to manage their own finances.

Finally, | hope you like our new visual identity on the front of this year's report. This is all part of how we are approaching our
business differently. Our traditions, our financial strength and stability are very important to us but we won't stay in the forefront of
our industry unless we continue to move our business forward and to provide our customers with the products and services that
they need to help manage their lives.

My sincere thanks to you for your support, and to our people around the world for their continued hard work and dedication.

Gerry Grimstone, Chairman
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Chief Executive’s statement

A strong platform for profitable growth

My first year as Chief Executive has been another eventful and exciting one for your company. The business has made a huge
amount of progress in building a strong platform for sustainable profitable growth. Our financial performance for 2010 was strong
and we are beginning to see the benefits of the investment programme we outlined in March last year. Great thanks must go to our
employees, who have worked very hard in challenging conditions to make this past year a success.

Delivering our strategy

Standard Life is a leading, long-term savings and investments business, with customers’ needs at the heart of everything we do.
Over the year we've increased the metabolic rate at which we are delivering our strategy. There is more to do but | am very
pleased with the advances we are making.

In March 2010, we set our key strategic priorities and targeted a significant increase in the level of investment to grow our
business. We are now just over one year into our three year transformation to deliver our strategy and drive improved
perfermance. We are making strong progress and are firmly on track to deliver. Some highlights are:

Bullding on our strength in pension savings and corporate benefits

We delivered a number of exciting new propositions over the year, including the launch of our Corporate ISA and Trust Based
Pensions, where we have already won several new schemes, We also significantly enhanced the web-based support we give both
to our intermediaries and customers and launched Active Money Life Plan, an easy way of saving for retirement.

February 2011 saw a significant step-up in our delivery of propositions with the launch of Lifelens, our innovative benefits solution
for Corporates. We have a strong pipeline of business for 2011 already and are implementing a number of schemes on this new
technology.

We had a record year for UK corporate pension sales securing 182 new schemes, representing 72,000 employees in total. Qur
Vebnet business has also implemented 32 new clients with approximately 108,000 employees. Outside of the UK, our performance
has also been strong, with our market share of Canadian corporate pensions sales more than doubling to 21%.

Focusing on the savings and Investment needs of customers in our chosen segments

We have one of the fastest-growing Wrap platforms in the UK, with assets under administration recently passing the £7bn
milestone. Our acquisition of threesixty gives additional depth to the support we provide to intermediaries. The acquisition of Focus
Solutions brings a leading provider of software and consultancy to the Group and allows us to accelerate our multi-channel
distribution strategy by offering end-to-end solutions to IFAs, bank distribution partners, and end customers.

In September we launched MyFglio, a proposition designed to help customers find the right investment solution for them. Since its
launch MyFolio has quickly secured over £100m of AUM, with higher than expected investment into actively managed funds at
Standard Life Investments. In February of this year we launched a new on-line ISA and a complete refresh of Adviserzone, our
market-leading adviser platform.

Expanding the global reach of our investment management business

Standard Life Investments continued its excellent record of strong and profitable growth in 2010. Our Global Absolute Returns
Strategies {(GARS) fund now totals over £7bn and is among the top sellers on five of the UK's leading investment platforms. We
have also achieved significant growth in our UK retail business, becoming the third largest manager by net retail sales of mutual
funds. Significant progress has been made across a number of asset ¢lasses.

We took a 75.1% stake in Aida Capita! to extend our alternative investments offering, and our strategic alliance with the Chuo
Mitsui Asset Trust and Banking Company gives us access to the Japanese market and helps extend our global franchise.

Maximlising the value from our Joint Venture relationships in Asia

Performance across our joint venture businesses in Asia has been very strong in 2010, with net flows increasing by 20%. Our
Indian joint venture, HDFC Life, marked its tenth anniversary with a strong year for the business, with exceptional trading and a
strong rise in market share despite difficult market conditions. HDFC Asset Management, in which we have a 40% share, is also
the fastest growing and second largest mutual fund company in India. We continue to be focused on driving the perfermance from
our business in China.

Focusing the Group portfolio

We've sold Standard Life Bank and Standard Life Healthcare. The acquisitions af Aida Capital, threesixty and Focus Soalutions are
all in line with our strategic, customer-centric focus on long-term savings and investments.
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Transformation

In 2010 | focused on getting the Group in the right shape, putting the building blocks in place to drive the business forward over the
coming years. One of my priorities was to make sure we have the right management team and operational framework to meet the
opportunities and challenges ahead.

Some important appointments were made to my executive team during the first half of the year, In March, Christian Torkington
joined as Group Information and Operations Director, and in May, Jackie Hunt became our Chief Financial Officer. You can read
Jackie's statement on the Group's financial performance on page 4. Also in May, Sandy Begbie joined us as Group People and
Transformation Director.

We've made a number of significant organisational changes, with a “Take to Market" focus established in each of our markets. This
brings together distribution and marketing functions, allowing us to respond more effectively to changing customer needs and to
develop new propositions faster. We've also continued to drive further efficiencies. In September, we announced a net reduction of
500 jobs in the UK, phasing out 600 existing rcles while creating 100 new ones, by the end of 2011. Many of these moves have
now happened, helping us to deliver the margin improvement we are targeting by 2012.

These changes are already delivering benefits, making our business more efficient, faster to market and improving our customers’
experience. We believe this will make us more profitable and generate more cash for shareholders.

Bringing transformation to life
Qur focus for 2011 is on bringing transformation to life for our customers.

Customers are at the heart of our business. We've been listening to what they want and now we’re working to give them the
services and support they need for the future. We've created new and innovative technologies to make it easier for our customers
to deal with us. Qur groundbreaking employee benefits platform, Lifelens, launched in February 2011. Lifelens is the only
proposition in the market that offers a single, fully flexible savings and benefits solution for employers and employees. New
technologies like this will play an increasingly important role in the way we operate.

Another major step in our ongoing transformation was the launch of our repasitioned brand and a refreshed visual identity earlier
this year. This was shaped by extensive customer research and insight and reflects the changing financial landscape.

A key part of our brand repositioning is to deliver even clearer communications to our customers to help them plan for their
financial future. We want everyone who deals with Standard Life to look forward to the future with confidence and optimism.

To achieve our goals we need to create the strongest team, and that means continuing to attract new talent and developing our
own talented people. Our investment in leadership development is key to this and 1 ook forward to the opening of our new Training
and Leadership Centre in April this year. A stronger focus on making performance matter has provided greater clarity for
individuals and increased transparency on performance standards and reward.

To deliver sustainable long-term success we need to deliver against the expectations of all stakeholders. We recognise our
responsibility to shape and influence what's happening around us and are committed to championing increased financial capability
across communities and promoting financial inclusion in our society.

Looking forward

2011 promises to be a challenging but exciting year for Standard Life.

We are making great progress in achieving our ambitions. Qur investment programme is delivering leading propositions for our
customers and distribution partners. Our brand is robust and we have a strong pipeline of new business. Importantly, we have
great people working for us. Our people make the difference each day and | thank them all for their enthusiasm, innovation and
commitment to raise the bar during the last year.

We have considerable opportunities within our changing markets. | am confident that our clear strategy and approach will grow our
business, delivering improved profits and cash flow. This will deliver improved sharehotder returns.

David Nish, Chief Executive
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Chief Financial Officer’s statement

| joined Standard Life in early 2009 and became Interim Chief Financial Officer later that year. | was delighted to take on the role
permanently in May 2010.

My priority has been to develop and put in place a finance strategy for the Group that helps drive improved performance across the
Group, maximises the efficiency of our operations and manages our capital effectively. In 2010, we made great progress.

Change in reporting style

In July, we announced that we were adopting IFRS operating profit as our main performance measure. It's a simpler measure than
we have used in the past and will make it easier to compare our performance against competitors. Switching to IFRS operating
profit means that short-term market fluctuations no longer have a direct impact on our results.

In addition, we now analyse our business split by fee based and spread based business. 83% of our assels under administration
and over 92% of our sales in 2010 relate to fee based business. This reflects our move from traditional life insurance business to
long-term savings and investments.

This increased transparency makes our reéporting simpler and helps us give shareholders and other stakeholders a better
understanding of the Group's long-term performance.

We will still report on EEV because it gives a good representation of the way we are growing the long-term value of the business.

A simple business model

The maijority of the business we sell is fee based — that means we earmn fees for managing investors’ assets. This is usually based
on a percentage of the value of those assets. We drive profit and shareholder value by:

» Maximising the value of assets

= Maximising the revenues that we earn from those assets
+ Being more cost-effective

Increasing Maxinusing

Driving
assels revenue

IFRS profit

Capital management

We are managing cur capital effectively by making sure it is invested in line with our strategy. That means investing it in the right
places and generating appropriate returns. In 2010 we sold our banking and healthcare businesses and acquired threesixty and a
majority share in Aida Capital. In January 2011 we completed the purchase of Focus Solutions. These changes bring new
capabilities into the Group and will allow us to concentrate on our core business propositions.

Our financial performance in 2010

Key highlights: IFRS aperating profit before tax from continuing
operations

Good profits

* Group IFRS operating profit before tax from continuing operations 2%10 2%09
increased by 7% to £425m (2009: £399m) despite significantly m il
increasing the level of investment in our business Fee based revenue 1,131 972

+ Group IFRS profit after tax attributable to equity holders more than Spread/risk margtn 370 461
doubled to £432m (2009: £213m) Total Income 1,501 1,433

Growth In fee revenues and Improving cost efficiency :n?:::::’:czx::::::es :::;; :zgg;

+ Revenue from fee business increased by 16% to £1,131m Growth investment spend (149) (106)

+ 41% increase in growth investment expensed to £149m Other 13 {60)
Effici . f6 Group IFRS operating profit before

* iciency savings of £61m tax from continuing operations 425 399
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Pasitive net flows and increase In assets under administration {AUA) Net flows and AUA
+ Net inflows up 11% to £7.2bn

» Group total assets under administration increased by 16% to £196.8bn £147.9bn

£196.8bn
£170.1bn

—

Strong cash fiow .
S £7.2bn

« Core operating capital and cash generation of £289m

EB.Bhn

» New business strain covered almost 3 times by capital and cash generation
from existing business

2008 2009 2010

. - - - o
+ Final dividend of 8.65p making a total of 13.0p for 2010, representing 6.2% Omm AUA Net flows

growth

In our UK business, IFRS operating profit increased by 5% to £234m. Fee revenues increased by 19% to £593m. Long-term
savings netinflows increased by £1.8bn to £3.0bn and this contributed to a 13% increase in AUA to £119.2bn. In our corporate
business, we launched Trust Based Pensicn in 2010 and, more recently in 2011 our employee benefits platform, Lifelens. In our
retail business, Active Money Personal Pension was launched and customer numbers and assets on our SIPP and Wrap platforms
continue to grow strongly.

These figures don't include Standard Life Bank and Standard Life Healthcare which were sold during 2010.

Standard Life Investments performed very strongly in 2010, continuing to build the momentum of previous years’ investment
performance and sales. Third party net inflows increased by 9% to £6.2bn and this helped drive third party assets under
administration to a new record level of £71.6bn. IFRS operating profit before tax increased by 41% to £103m, reflecting the benefit
of higher asset values and good margin net inflows. Strong investment performance over both short and longer time periods and
excellent customer service underpin this continued growth.

In Canada, IFRS operating profit was broadly in line with the previous year at £110m. Fee revenues increased by 38% to £150m.
Long-term savings net inflows were £63m, a fall from the previous year due to a higher proportion of regular premium new
business won in pensions and higher withdrawals in mutual funds. AUA increased by 19% to £25.3bn. We have increased sales
and market share in our core product segments of pension and retail investment funds.

In our wholly owned International businesses in Europe and Hong Kong we saw strong growth in sales and net inflows. Net
inflows rose by 60% to £1.4bn and were strong in all territories. A fall in sales in Germany was more than offset by significant
growth in Ireland and Hong Kong. IFRS operating profit fell by £12m to £38m, mainly due to the continuing run-off of revenue in
respect of the German back book of business. AUA increased by £2bn to £11.1bn. The joint ventures in India and China have
continued 1o grow, with increasing sales volumes in India and increasing net inflows in both businesses.

tnvestment In our business
We invested £201m in developing our business in 2010, as we ready it to meet the challenges of our future targets.

Future regulatory and accounting changes

« Solvency 2 is a majer regulatery change for the EU insurance industry. It is due to be implemented in 2013, The new regime will
transform how we manage and report risk and capital. There will be significant changes in how we measure liabilities and
solvency for regulatory purposes. We have a large programme in place which will make sure we are ready for these changes.

= The International Accounting Standards Board has issued draft proposals for the accounting for insurance contracts. We have
contributed to feedback on the proposals and are monitoring the impact.

| am pleased with the Group’s financial results for 2010. | believe we are very well placed to deliver increased profits and cash flow
in the future.

Jackie Hunt, Chief Financial Officer
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Group at a glance

UK

» One of the largest pension, long-term savings and investment providers in the UK

« Main products are SIPP, corporate pensions and Wrap. Our Wrap platform continues to grow fast and now has over £6bn
of assets under administration.

» £119.2bn of assets under administration and arcund four million customers

Canada

« A leading provider in the pension market and a top five life and pensions company in Canada

» Main products include a market-leading pension offering, a fast growing investment funds business and a strong disability
offering

« £253bn of assets under administration and over 1.4 million retail and corporate customers

Global investment management
= One of the 50 largest asset managers in the world with £156.9bn of assets under management, of which £71.6bn (46%}
are third party
+ A global investment management business with over 800 institutional clients and a strong UK wholesale business

= Offer institutional and retail investors a number of broad solutions covering equities, bonds, property, private equity and
multi asset

International

« Consists of four wholly owned businesses and two joint ventures. Our wholly owned businesses are based in Germany,
Ireland (Ireland domestic business and the offshore bonds business) and Hong Kong. The joint ventures are based in
China and India.

« QOver half a million customers, offering high quality and customer-centric long-term savings and investments propositions
* £11.1bn of assets under administration in the wholly owned businesses and £1.2bn through the joint ventures
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Business review

1.1 Group overview

There are exciting opportunities for Standard Life in our key markets. External market forces affect our results and can influence
the Group’s performance. We assess our ability to achieve our strategic objectives by monitoring a range of key performance
indicators.

Industry overview

We have perfonmed strongly during 2010 and are well placed to benefit from future regulatory and demographic changes in all our
markets. We believe that changing customer behaviours, the Retail Distribution Review, auto enroiment and the continuing
pensions savings gap will create opportunities for our business.

Higher market levels

Although the financial crisis continued to weigh heavily on the global economy in [ t5 In FTSE All-Share Index 2009710
2010, average market values were substantially higher than in 2009. For auements i are ndex n
example, the average daily FTSE All-Share Index rose by 21% between 2009 [-2%®!

and 2010. Combined with similar rises in cther major world markets, this 3400
contributed to a 16% increase in our fee based revenue to £1,131m. Higher 3,000
market levels have a positive impact on our business as a significant proportion

of our revenue is based on a percentage fee applied to assets under 2,600

administration.

Penslon reform 2:200 1,

The UK Government has recently announced pension reform measures that 1,800 R

retain an annual allowance for pension contributions qualifying for tax relief. — e s s
There will also be a rise in the state pension age for men and women to age 66 Jan Apr Jul Oct Jan Apr Jul Oct Dec
by 2020. We welcome the simple and straightforward nature of the pension tax 2009 2010

relief rules as these remove much of the administrative burden that the previcus — FTSE All-Share Index

proposals of tiered removal of tax relief based on income would have created.
The new three-year carry forward rule will also allow high eamers, restricted by the current interim ru'es, to make larger
contributions from 6 April 2011. Simplification of pension tax relief rules makes it easier for advisers and individuals to plan
effectively for their retirement. This is more important than ever given the size of the pension savings gap. The Government also
announced the end of compulsory annuitisation from April 2011. The move is intended to provide individuals with more flexibility
over the use of their pension savings and may encourage more pecple to save for the long term.

In Canada, the Federal Government announced its intention to create the legal environment for a new type of pension plan called
the Pooled Registered Pension Plan (PRPP). This aims to make it easier and more affordable for small employers to offer pension
plans and for self-employed individuals to participate. This new plan would be administered by the private sector and is expected to
be in place in 2012 at the earliest. However, for this to happen, there will need to be provincial legislative changes. This initiative
could increase the size of the pension plan market by improving accessibility to pension plans.

Changing demographics

Changing demographics continue to impact our key markets. The changes Population by age, UK, 1984, 2009 and 2034
include: an ageing population, with people living longer whilst managing more Porcentages

extensive debt; diminishing state and employer pension provision; an increasing (490 | =

wealth gap between rich and poor; and lower long-term birth rates. In the UK,

the structure of the population is changing as life expectancy rapidly increases. 80

In 20089 there were 1.4 million people aged 85 and over in the UK and this is

expected to increase to around 3.5 million by 2034, This emphasises the need

for individuals to ensure that they have adequate pensicn provision to fund their 6o

retirement.

The UK currently has a significant pension savings gap. This gap is the b

difference between the income an individual needs for a comfortable retirement 20

and the actual pension that they are on target to receive. The UK Government is

making changes to increase the proportion of the population saving for o

retirement, including auto enrolment and the introduction of the National 1984 2009 2034
Employment Savings Trust {NEST). We believe that these steps will increase W Under16 M 1665 6584 M 84 and over
contributions to private pensions and that we are well placed to benefit from

these changes. Source: Office for National Statistics. Crown Copyright

material is reproduced with the parmission of the Office of
The changes above, combined with improved technology and automation, are Public Sectar Information (OPSI),
altering the way customers approach their finances. Our customers are
increasingly self-reliant and willing to take a greater role in managing their savings. We have increased our growth investment in
the business over 2010, including a significant investment in technology. Together with our recent acquisition of Focus Solutions,
this will allow us to capitalise on the growing consumer demand for technology-enabled long-term savings and investment
solutions.
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Business review continued

1.1 Group overview continued
Government legislation and regulatory environment

There are currently a number of legislative and regulatory initiatives under discussion. The key initiatives and their potential impact
on Standard Life are set out below:

Description Potentlal Impact on Standard Life
Retail The Retaii Distribution Review (RDR) is designed The RDR will bring a major change to the distribution
Distribution to increase transparency in relail financial services | landscape in the UK. While every significant change
Review and to raise professional standards. The RDR is brings some inherent disruption and uncertainty, we
due to be implemented by the end of 2012. The believe that our customer-centric, capital-efficient
review has significant implications for those approach means that we are particularly well placed to
providing retail financial agvice and involves new meet the proposed changes to the market in terms of
qualification standards for all advisers. The remgval of commission, increased transparency and
objectives of the RDR are to: professionalism.
* Ihmp_rove t_he clantyfwnh which firms describe Woe have focused on building retationships with the new
their services and 965 to cor]sumers . maodel advisers, who do not rely on commission to fund
» Address the potential for adviser remuneration to | their business model and have the level of
distort consumer outcomes professionalism needed for a post-RDR world. We do not
* Increase the professional standards of rely an paying commission to promote our propositions.
investment advisers Therefore, the ban on commission that will come as part
of the RDR will eftectively double the size of our
accessible market.
Our customer service, brand and technology enable us
to win significant levels of business without paying
commissicn. This will position us strongly once the
playing field has been levelled through the RDR.
Auto From QOctober 2012 all employers will be reguired As a provider of quality corporate pensions schemes, we
enroiment to automatically enrol eligible employees into a welcome the introduction of auto enrolment in 2012.
qualifying pension scheme and make combined Millions of people in the UK are not saving enough to
employer and employee contributions of 8%. Not all | provide adequately for their retirement. Auto enrolment is
employees are eligible for auto enrolment and an important step in improving the situation.
gﬁg;y:ﬁhheave ! hhe right 1o opt out of the pension Woe expect to benefit from auto enrclment from both
y wish. A .
more scheme wins as employers look to offer their
However, it is believed that the shift from “opting in® | employees a tailored solution, and also through
to ‘opting out’ will increase the level of participation | increased participation in our current schemes as
in corporate schemes from 50% to 80%. employees decide not to opt out.
Natlonal Employers who do not want to set up their own NEST is targeted at employers with employees on
Employment pension scheme or join an existing commercial low-to-moderate incomes. Many employers will be
Savings Trust | scheme have the option to enrol their employees looking for greater flexibility when setting up a pension
into a low-cost pension scheme called Mational scheme, so we do not consider NEST to be a major
Employment Savings Trust (NEST). Individuals will | threat to cur corporate pensions business. Qur position
however, still have the choice of opting out. has been strengthened further with the introduction in
Implementation will be phased in over four years February 2011 of our combined pensicn and flexible
from 2012. Larger employers will have their duties benefits proposition called Lifelens. This allows
imposed first, smaller employers last. employers to offer even more flexibility and accessibility
This scheme aims to scive the problems of low o their employees.
portability and high charges. i is intended to There is some market belief that NEST will lead to
operate as a large, multi-employer occupational generally lower margins. However, although marketed as
pension scheme and extend the benefits of a low cost option, NEST will have an initial charge of
employer schemes {0 those who currently don't 1.8% with an annual management fee of 30 basis points.
have access to them — typically those on This is broadly comparable with many of the commercial
low-to-moderate incomes. options in the market at the moment. Therefore, we do
not see a significant pressure on revenue margins after
NEST is introduced.
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Description

Potentlal Impact on Standard Life

Solvency 2 Solvency 2 is a major European regulatory We have been following the development of the new
change initiative which is currently due to be regime for many years and are actively involved in
implemented on 1 January 2013, although firms industry and regulatory discussions within the UK and
will be required to be ready well in advance of this Europe.
date. We took part in the recent QIS5 exercise and have a
The Omnibus 2 Directive, published in January formal development programme in place to ensure
2011, will amend the Solvency 2 Directive and is Standard Life is well prepared for the implementation of
included in our implementation plans. the new framework.

Solvency 2 will affect risk and capital management,
external reporting, supervision and business
strategies of the European insurance industry.

IFRS 4 Phase I} | The International Accounting Standards Board We have actively contributed to industry responses to
{IASB) has published an exposure draft setting out | the proposals outlined in the exposure draft. The
draft proposals for a nRew accounting standard for proposals will have a significant impact on reported
insurance contracts {IFRS 4 Phase Il). earnings and business systems within the industry.

Gender On 1 March 2011, the European Court of Justice Woe currently use gender as a risk factor in calculating

differentiation | ruled that the use of gender as a factor in
determining premiums and benefits in insurance
contracts will no longer be permitted. This change

will take effect from 21 December 2012,

premiums and benefits for a number of our preducts.
Following this ruling, we will not be making any
immediate change to gender based rates used in our
products. Looking ahead, we will ensure that the
appropniate changes are implemented in accordance
with the ruling but do not currently anticipate a
significant impact on our results.

Transforming our husiness

We've made significant progress in transtorming how we operate to deliver our strategic priorities. In corporate, we recently
launched the employee benefits platform, Lifelens. Lifelens is the only proposition in the market that offers a single, fully flexible
savings and benefit solution for employers and employees. The strength of this proposition allows us to work across the Group to
look at opportunities to distribute Lifelens internationally. We have also recently developed a new online ISA and re-launched our
Adviserzone platform.

In retail, our flexible UK Active Money Personal Pension provides an entry-level retirement savings proposition. Our new strategic
alliance with Chuo Mitsui Asset Trust and Banking Company assists us in expanding the global reach of our investment
management business. The joint venture businesses in Asia continue to develop.

We continue to invest in our technology to ensure that our prepositions deliver a competitive advantage through a model that
lowers the cost to acquire and serve customers. By building more automation into our processes we will remove barriers to growth
and give our customers more control aver their finances. New technologies will play an increasingly important role in the way we
operate.

In June 2010, ‘Take to Market divisions were created in all our businesses. This brought sales, marketing and distribution closer
together, increasing our speed to market. Standard Life Investments and the UK Take to Market business are jointly developing
investment solutions for customers. This includes the launch of MyFolio, a proposition designed to help customers find the right
investment solution for them. Since its launch in September 2010, MyFalio has already secured over £100m of assets under
management, with higher than expected investment into actively managed funds at Standard Life Investments.

In September 2010, we announced changes to our organisational structure to support our transformation. This included reducing
the size and cost of our group corporate centre. We confirmed that we would remove up to 600 jobs across the business and
create up to 100 new jobs to support delivery of our strategy.

In February 2011, we took another important step on our transformation journey when we launched our brand repositioning and
new visual identity. A key part of our brand repositioning is to deliver even clearer communications to our custorners to help them
plan for their financial future.

We are also driving an increased focus on performance throughout the Group. This includes aligning management and staff
incentives to improve performance and increase Group IFRS operating profits. More details on our management incentives are
included in Section 1.8 and the Directers' remuneration report.

These changes will make our business more efficient, faster to market and improve our customers’ experiences. We believe this
will make us more profitable and generate more cash.
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Business review continued

1.1 Group overview continued
Objectives and strategy

Our strategic objectives and our performance against them are illustrated below. Find ocut more on how our businesses performed
in Section 1.4 — Business segment performance. Qur strategic objectives and ultimately our ability to generate value for our
shareholders may be subject to financial and non-financial risks. Principal risks and our risk management approach are discussed

in more detail in Section 1.6 — Risk management.

Our aspirations

Success will be achieved by providing our customers
with the confidence to look forward to a well-planned
financial future, as a result of the long-term savings and
investment propositions we have provided.

Our goal ‘

Driving shareholder value through being a leading,
customer-centric business focused on long-term savings
and investment propositions in our chosen markets.

- =

6ur business model \

Maximising
revenue

Lowenng

unil coslts

Qur strategic
priorities

Building on our strengths in our
pension savings and corporate

benefits markets

We have a sirong brand and compelitive
positioning in corporate markets, being
one of the leading providers in both the
UK and Canada. These markets
continue to provide a significant
opportunity for us.

IFRS profits

The focus of our business is driving IFRS profitability. We
have reduced the number of key performance indicators
used to assess our performance and have also changed
our main profit measure to IFRS operating profit. We
believe that these changes will help to simplity our
reporting and improve understanding of our cperating
performance. In addition, the changes will better reflect
our internal management approach while also allowing
for greater comparability with others in the industry.

Group IFRS operating profit

2008 2009 2010

Profitability increased in 2010 due to the growth in fee

Qur performance
in 2010

UK corporate AUA
£36.8bn
£29.9bn
R
Lo
S
(S A
2007 2008 2009 2010

* We delivered a number of exciting
new propositions including Trust
Based Pensions and our exciting new
employee benefits platform, Lifelens

s A record year for UK corporate
pension sales with 182 new schemes

* Qur Vebnet business implemented 32
new clients with ¢108,000 employees

* In Canada we achieved a 19% market
share of group pensions defined
contribution new business and our
overall pension market share is now
up to 21%

revenue and improving cost efficiency.
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Competitive
advantages

Where we will
create and leverage
distinctive
capabilities

Brand

Technology

Customer insight

Investment performance




Focusing on the savings and
investment needs of customers in
our chosen retail segments

We see many opportunities in our retail
markets, where we are focusing on the
savings and investment needs of
individual customers in our chosen
segments. We continue to build on our
track record for innovation and strength
in distribution.

Expanding the globai reach of our
investment management business

The strength of the Group is enhanced
by the excellent investment performance
record of Standard Life Investments. QOur
focus remains on sustaining that level of
performance and on building an
investmenl platform that can support our
growth ambitions.

Maximising value from the joint
venture relationships in Asia

We manage these businesses, where we
have a minority interest, as strategic
investments with a view to maximising
their long-term value. The operations in
China and India give us the opporiunity
to participate in sizeable markets with
major growth potential.

UK retall AUA

2007

2008 2009 2010

+ We further improved the web-based
support we give to both our
intermediaries and customers

+ We launched new propositions such
as Active Money Life Plan, an easy
way of saving for retirement

* Acquired threesixty, giving additional
depth to the support we provide
intermediaries

* Acquired Focus Solutions, a leading
provider of software and consuttancy

Third party AUM
£71.6bn
£56.9bn
£47.7bn £45.5bn
2007 2008 2009 2010

« Standard Lite Investments continued
its exceilent record of strong and
profitable growth

» Qur global absolute returns strategies
{GARS) fund totals £7bn and is
among the top sellers on five of the
UK's leading investment platforms

* We took a 75.1% stake in Aida Capital
to extend our alternative investments
offering

+ Strategic alliance signed with Chuo
Mitsui Asset Trust and Banking
Company

Joint venture net flows

£254m
£216m £211m I
L2 A I
2008 2009 2010

¢ November 2010 marked the tenth
anniversary of our Indian joint venture,
now rebranded HDFC Life. This
business had a strong year with
exceplional trading and a steady rise
in market share

» In China, we are working with our joint
venture partner to drive the
performance of the business

A trusted brand that generates valuable cusiomer loyalty and a predisposition to buy from us.

Advanced use of technology te drive rapid innovation in our propositions and enable a market-leading, cost-efiicient operation.

Distinctive capabilities in accessing, and communicating directly with, customers, both in sales and service.

Superior investment performance which we leverage across our markets and propositions.
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Business review continued

1.1 Group overview continued

Key performance Indicators

In tracking our performance, we are focused on achieving several key financial objectives. These measures prowde a clear
understanding of how we performed against our strategic objectives.

IFRS operating profit before tax

£339m £425m

2008 2009 2010

IFRS operating profit, in assogiation with disiributable reserves, demonstrates
our ability to deliver returns for our shareholders and provides an indication of
our dividend paying capability.

IFRS operating profit before tax increased by 7% to £425m. Profitability in 2010
benefited by £59m from a change in the basis of future pension increases in the
UK staff pension scheme. In 2010, profitability was impacted by reduced profits
from annuity business and increased investrment in the business. The 2010
results included a £5m (2009: £63m) release of reserves following the review of
our UK deferred annuity data. The 2008 result included several one-off items
that contributed £72m to profitability.

Find out more in Section 1.2 — IFRS — Group.

Net flows and assets under administration

£186.8bn
£170.1bn

£147. 9bn
. 2
£7.2bn

2008 2009 2010
CEE AUA —o— Netflows

EEV operaling capital and cash generation

£2371m
. B
2007 2008 2009 2010

EEV operaling profit before tax

As a long-term savings and investments business, net flows and assets under
administration (AUA) are key drivers of shareholder value. We aim to grow AUA
by focusing on our customers and meeting their needs with innovative
propositions.

Total Group AUA increased by 16% to £196.8bn due to a significant increase in
fee business AUA both in the long-term savings and third pany investment
management business. Total Group net flows increased by 11% to £7.2bn with
strong flows in the UK and third party investment management businesses.

Find out more in Section 1.2 —

IFRS — Group.

This measures our ability to generate capital and cash from our business. This
allows for further investment in the business and the payment of dividends to
our shareholders.

EEV operating capital and cash generation decreased by 23% to £287m. This
was mainly due to lower capital and cash from activities to manage our existing
book of business and higher growth investment spend in 2010.

Find out more in Section 1.5 — Capital and cash generation.

I j
2007 2008 2009 2010
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This measures our ability to effectively manage our existing book of business
and to write profitable new business.

EEYV operating profit before tax fell by 7% to £787m. This included a 24%
increase in core operating profit, which was due to higher new business
profitability and expected retums on existing business. The fall in 2010
profitability primarily reflected higher profits from activities to manage our
existing book of business in 2009.

Find out more in Section 1.3 — EEV — Group.




1.2 IFRS -Group

The IFRS results demonstrate our ability to deliver high quality returns for shareholders and the ongoing dividend paying capability
of the Group. We will continue to streamline operational processes and enhance efficiency to reduce costs.

IFRS highlights

2010 2009 Movement
IFRS operating profit betore tax from continuing operations’ £425m £399m 7%
IFRS profit after tax attributable to equity holders of Standard Life plc £432m £213m 103%
Assets under administration £196.8bn £170.1bn 16%

' Prafit from continuing operations excludes Standard Life Bank pic and Standard Life Healthcara Limited, which were sold on 1 January 2010 and 31 July 2010
respectively.
IFRS profit

IFRS profit for the year was £493m {(2009: £180m). This comprised profit after tax attributable to equity holders of £432m
(2009: £213m) and profit attributable to non-controfling interests of £61m (2009: loss £33m). The IFRS result included a 7%
increase in operating prolfit before tax from continuing operations from £399m to £425m. Non-operating profits were £85m
(2009: loss £255m).

IFRS aperating profit before tax from continuing operations

2010 2009

£m £m

Fee based revenue 1,131 972
Spread/risk margin 370 461
Total income 1,501 1,433
Acquisition expenses (267) (240)
Maintenance expenses (673) (628)
Growth investment spend (149) (108}
Jeint venture businesses {23) (27)
Group corporate centre costs (50) (50}
Capital management 27 17
Other 59 -
Group IFRS operating profit befora tax from continuing operations 425 399

The key movements in [FRS operating profit before tax from continuing operations were:

* Increased fee revenue of £159m from higher asset levels and the strong level of net inflows

* Reduced spread/risk margin of £91m, impacted by reduced annuity volumes and the £5m (2009: £63m) deferred annuity
reserves release

» Increased growth investment spend in the business of £43m

» Other expenses increased by £72m due to the less than propertionate rise in the cost of writing new business and higher costs
associated with maintaining a larger book of business. Acquisition expenses expressed as a proportion of sales fell from 171bps
in 2009 to 149bps and maintenance expenses as a proportion of average customer assets reduced from 47bps in 2009 to
42bps

* Other relates to a change in the basis of future pension increases in the UK staff pension scheme which contributed £59m in
2010

Further explanations tor the movements in IFRS operating prefit before tax are provided below:

Group IFRS operating profit before tax increased to £425m. Fee business revenue, which mainly relates to asset management
charges, increased by 16% to £1,131m. This was due to higher asset values following positive market movements and the strong
growth in net inflows.

Spread/risk margin includes net earned premiums, claims and benefits paid, net investment return using long-term assumptions
and reserving changes. Spread/risk margin reduced due to lower annuity volumes resulting from changes in our pricing due to
market conditions and changes in operating assumptions in the UK. The 2010 result also included a £5m (2009: £63m) release of
reserves following the review of UK deferred annuity data.

We have continued to invest for future growth in the business. This led to growth investment spend included in IFRS operating
profit before tax increasing in 2010 to £149m, with a number of customer propositions launched during the year. The total amount
invested in 2010 was £201m {2009: £128m). This includes additional investment in our joint ventures in Asia and also capitalised
investment spend that does not impact profitability in 2010.
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Business review continued

1.2 IFRS - Group continued

Acquisition expenses are the costs we Incur in writing new business.
Acquisition expenses increased to £267m reflecting the strong growth in
sales volumes. Acquisition expenses expressed as a proportion of sales
improved to 14Sbps (2009: 171bps).

Maintenance expenses mainly relate to the ongoing costs that we incur to
service and administer customer policies. These costs increased to £673m.
Maintenance expenses expressed as a proportion of average AUA
improved to 42bps (2009: 47bps).

The improvement in both of the expense trends demonstrates the scalability
of our business. Growth in new business and customer assets has led to
greater levels of efficiency.

In 2010 we achieved a margin improvement of £61m. This includes £34m in
the second half of the year relating to cur 2012 target. We are on track to
meet our target of a further £100m margin improvement by 2012. The
previous target of £75m was achieved six months earlier than our originat
target.

Segmental analysis of IFRS operating profit
UK

UK IFRS operating profit before tax from conlinuing operations increased to
£234m. The average revenue yield on fee business increased to 77bps
(2009: 75bps). The average revenue yield is a measure of fee business
revenue expressed as a proportion of average fee based AUA in the year.
Profitability was boosted by an increase in revenue from our existing fee
based business and a £59m benefit from the change in the UK pension
scheme,

This was partly offset by a reduction in spread/risk margin. The 2010 results
included a £5m {2009: £63m) release of reserves following the review of
our detferred annuity data.

The 2008 result included several one-off iterns that contributed £101m to
profitability.

Canada

Canada recorded an operating profit before tax of £110m. 2010 results
benefited from an increase in fee based revenue, as well as a release of
reserves due to a review of annuity policy data and changes to reinsurance
arrangements. The average revenue yield on fee business increased
slightly to 118bps (2008: 116bps). 2009 results benefited from management
actions to improve asset and liability matching, which decreased
policyholder liabilities.

international

IFRS operating profit before tax of the wholly owned International
husinesses decreased to £38m (2009: £50m). This was mainly due to the
decreasing transfer of profit to shareholders from the Heritage With Profits
Fund (HWPF) in Germany. The average revenue yield on fee business was
lower at 212bps (2009: 248hps), reflecting the continued shift away from
premium based charges in Germany. This contributed to a fall in profitability
in Germany to £42m (2009: £55m).

The joint ventures in India and China contributed an IFRS operating loss
before tax of £23m (2009: loss £27m}) to the Group, reflecting the continuing
investment in developing the operations in these markets.

Global investment management

Global investment management IFRS operating profit before tax increased
to £103m. This was mainly due to a rise in revenue of 29% as a result of
higher average market values and increased third party new business flows.
Third party average revenue yield on fee business increased to 35bps
(2009: 34bps) with strong sales in higher margin products including GARS.
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Acquisition expenses expressed as a proportion of sales

£17,933m

£14,070m

1/1 l‘)p?' -
\\'-5

149bps

2008
CHE PYNBP'

2009 2010
—e— Acquisition bps

' PVNBP excludes Asia joint ventures.

Maintenance expenses expressed as a proportion of
£160.6bn

average AUA

£130.8bn

£132.3bn

-:m,:\ ~—
\a

12bps

2008 2010
(@A Average AUA  —e— Maintenance bps

2009

IFRS operating profit before tax from continuing
operations £425m
{2009: £399m, 2008: £482m)

UK

Canada

International

Global

investment

management

Other (uTm)
(£32m)

(£8m)

E2010

W 2009

03 2008




Other

Group carporate centre costs increased to £54m (2009: £50m) due to increased investment in the business, including growth
investment spend of £4m. Other income remained broadly unchanged at £17m (2009: £18m).

Find out more about the IFRS operating results of our businesses in Section 1.4 — Business segment performance.

IFRS non-operating profit/{loss) before tax from continuing operations

IFRS non-operating profit was £85m compared with a toss of £255m in 2009. The increase primarily relates to short-term
fluctuations in investment return and economic assumptions which produced non-operating gains of £127m in 2010 compared with
losses of £214m in 2009. Non-operating restructuring and corporate transaction expenses increased to £71m (2009: £52m).

Assets under administration and net flows

Demand for our innovative products and services remained strong and led
to good growth in net inflows which increased by 11% to £7.2bn. Supported
by positive market movements, this led to a 16% increase in assets under
administration {AUA) to £196.8bn. Of the total AUA, 83% (2009: 82%)
related to fee business. The overall increase in AUA was driven by a
significant increase in fee business AUA in the long-term savings and third
party investment management businesses. Fee business AUA rose by 17%
to £163.1bn (2009: £138.9bn). This increase was driven by a 14% growth in
net flows to £7.9bn (2009: £6.9bn). Spread/risk business AUA increased by
5% to £23.5bn. This was due to positive market movements offsetting the
£1.0bn (2009: £0.6bn) of net outflows. Find out more about the AUA and
net flows of our businesses in Section 1.4 — Business segment
performance.

Movement In Group AUA

Opening
1 January 2010 £170.1bn
Gross inflows . £25.1bn

T

Redemptlons M (£17.9bn)
Market/other . £19.5bn
movements

Closing
31 December 2010 ./. £196.8bn
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Business review centinued

1.3 EEV-Group

EEV measures shareholders’ value of net assets and expected future profits on the existing book of business. The EEV results
reflect our continuing focus on building a leading long-term savings and investments business by managing our existing book of
business effectively and writing profitable new business.

EEV highlights

2010 2009 Movement
EEV per share 322p 288p 12%
EEV operating profit before tax from continuing operations’ £787m £844m (7%)
EEV profit before tax £1,152m £474m 143%
Return on embedded value from continuing operations’' 8.7% 9.9%  (1.2% points)

Continuing operations exciude Standard Life Bank plc and Standard Life Healthcare Limited, which were sold an 1 January 2010 and 31 July 2010 respectively.

Group embedded value
Group embedded value increased to £7,321m

Movement in embedded value per share

{2009: £6,435m) representing an EEV per share of —

322p. EEV per share has increased by 46p before Opening EEV per share 1 January 2010 288p

dividend distributions, representing a return of 16% on

the opening EEV per share. New business' l 10p

This movement included cperating prafit from continuing EED‘:‘::E?;‘:‘L“Q

operations of £538m after tax (24p per share). This Other aperating profit . 13p
resulted in a return on embedded value (RoEV) of 8.7%.

Non-operating profit from continuing operations was Non-operating profit' . 12p
£258m after tax (12p per share). See below for more

detail on the operating and non-operating results on a

before tax basis. Other and non-trading I 10p

Non-trading foreign exchange movements were positive

£152m. Actuarial gains of £125m after tax largely reflect Closing EEV per share betore dividends
the £149m after tax increase in the surplus of the UK
pension scheme. Dividend to equity holders

[
The closing EEV of £7,321m consists of £3,483m of net
worth or shareholder net assets and £3,838m from the Closing EEV per share 31 December 2010
present value of in-force business (PVIF). The increase
in total EEV of £886m consists of a movement in net
waorth of positive £432m and a movement in the PVIF of
positive £454m.

' Profits are shown net of tax.

Find out more in Section 1.5 — Capital and cash generalion on the movements in EEV shareholder net assets (net worth).

EEV profit

EEV profit before tax of £1,152m (2009: £474m}) includes an operating profit from continuing operations of £787m (2009: £844m)
and a non-operating profit from continuing operations of £348m (2009: loss £463m). EEV profit from discontinued operations was
£17m before tax (2009: £93m).

There's more detail about EEV operating profit and non-operating profits in the following sections.

EEV operating profit before tax from continuing operations
EEV operating profit from continuing operations

decreased by 7%. Whilst core profits increased by EEV operating

£120m and efficiency profits rose by £146m, back profit before tax RoEV

book profits fell by £323m reflecting the large 2%1"(: 2%22 20132 20%,9

one-off profits we made in 2009. -
Core 629 509 7.2 6.1

Core profits increased by 24% to £629m due io the .

new business we sold and an improved expected Etficiency 132 04 16 02

return from our existing business. This also drove Back book management 26 349 (0.1) 4.0

an increase in our core RoEV from 6.1% to 7.2%. Total 787 844 8.7 9.9

New business contribution (NBC) increased by

45% —find out more about this under New business
profitability. Expected return on our existing business
increased by 13% to £422m (2009: £375m).
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Our core non-covered business (predominantly our investment management business and other businesses that support our
long-term savings businesses) produced an operating loss of £37m (2009 loss £22m). This was mainly due to higher spend on
growth investment.

The tatal increase in growth investment spend across our business reduced EEV operating profit, but this will help us take
advantage of opportunities for profitable growth in the future.

Profit from efficiency gains was mainly due to £130m in positive expense assumption changes across all of our long-term savings
businesses, but particularly in Canada and the UK. These positive expense assumptions mainly reflect the reduction in the ongoing
expenses of managing our covered business and the growth in business volumes.

Operaling profit from back book management of £26m included a £59m one-cff operating profit from the change in the UK pension
scheme. We made significant profits last year from one-off activities to reduce market risk associated with the HWPF. This was the
main contributor to the overall decrease in EEV operating profit in 2010.

New business profitability Undiscounted
PYNEP payback
PVNBP £m NBC £m margin % IRR % (years)'
2010 2009 2010 2009 2010 2009 2010 2009 2010 2009
UK 12,956 10,180 173 139 13 1.4 18 16 6 6
Canada 3,048 2,460 68 46 2.2 1.9 24 14 6 7
International 2,479 1,908 67 28 2.7 1.5 14 10 6 8
Total 18,483 14,548 308 213 1.7 1.5 17 14 6 7

' 2010 payback period Is calculated on an undiscounted basis. Prior to this, the calculation was on a discounted basis. The 2009 comparative has been restated.

Improved new business profitability was due to higher sales volumes across the Group and increased margins in our overseas
businesses. The present value of new business premiums (PVNBP) for the Group totalled £18,483m and was 27% greater than
sales volumes in 2009. The total internal rate of return (IRR) for the Group was 17% (2009: 14%) and the undiscounted payback
period shortened to 6 years (2009: 7 years).

Find out more on new business profitability for each of our businesses in Section 1.4 ~ Business segment performance.

EEV non-operating profit/{loss) before tax from continuing operations

Total EEV non-gperating profit betore tax from continuing operations of £348m {2009: loss £463m) was mainly due to a positive
investment variance of £578m {2009: £70m). This primarily reflects higher investment returns than had been anticipated. The loss
from economic assumption changes was £209m (2009: loss £539m). This mainly arose from the use of lower projected investment
returns.

Restructuring and corperate transaction costs of £71m (2009: £52m) primarily represent costs incurred as pan of our Group
Transformation and Sclvency 2 Programmes. Volatility arising from adjustments for ditferent accounting bases resulted in a gain of
£51m (2009: £67m).
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Business review continued

1.4 Business segment performance
Business segment overview

Our performance across the Group demonstrates our commitment to meeting our objectives and delivering on our strategy

highlighted in Section 1.1 — Group overview.

- ok W Canada

Focus

Delivering innovative customer-centric propositions
to the UK long-term savings and investments
market,

—

/Strategy ™\ We believe that the UK is a fundamentally exciting
market, with great potential for our business. Cur

strong existing presence provides significant
opportunities for us to drive profitable growth within
long-term savings and investments. We believe that
ongoing market changes, including pensions reform,
growing demand for using technology, the savings
gap and the Retail Distribution Review, will create
new opportunities for us.

.

( 2010 \ ¢ AUA increased by £13.6bn to £119.2bn driven by
highlights strong net inflows and positive market movements

= IFRS operating profil betore tax up 5% to £234m

+ |FRS average fee revenue yield increased by
2bps 10 77bps

+ In corporate, we launched Trust Based Pension in
2010 and more recently, Lifelens, our employee
benefits platform in 2011

+ In retail, AUA on our Wrap ptatform increased by
69% to £6.1bn and we launched our entry-tevel
retirement savings proposition, Active Meney
Personal Pension

* Restructure of UK business, including the creation
of a new Take to Market function

N—

{Performance) [IFRS operating profit before tax

£222m £234m
2009 2010

IFRS operating profit before tax increased to £234m,
mainly due to an increase in revenue from our
existing fee based business and a benefit from the
change in the UK pensicn scheme. This was partly
offset by a reduction in spread/risk margin and
higher growth investment spend. The 2008 result
included several one-off items that contributed

\ J £101m to profitability.
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Providing long-term savings, investment and
insurance solutions to more than 1.4 million
Canadian customers.

In Canada we will continue to differentiate our
business by providing innovative retirement and
investment solutions combined with a world-class
customer experience. We continue to actively
promote ourselves as a long-term savings and
investments business in our chosen markets. New
products and features will be developed speciiically
to meet customers’ needs for financial security.

* AUA grew by 9% in constant currency to £25.3bn

» IFRS operating profit before tax broadly
maintained at £110m

+ [FRS average fee revenue yield increased by
2bps te 118bps

+ Strong sales growth in our core product segments
of pension and retail investiment funds led to an
increase in market share

+ Highest rated retail sales team for the second
year in a row, as recognised by retail advisers

» Strong disability management solution and health
and wellness offerings

IFRS operating profit before tax

£113m £110m

2008 2009 2010

IFRS operating profit before tax remained broadly
stable at £110m. Total income increased to £372m
(2009: £330m), with fee business centributing
£150m and spread/risk business £222m.




International

Providing high quality and customer-centric long-term
savings and investment propositicns in Ireland (Ireland
domestic business and the offshore bonds business),
Germany, Hong Kong and through our joint ventures
based in India and China.

Our sirategy is to maximise our long-term growth
prospects by leveraging our existing internationat
business and global investment management
capabilities. Investment is being made in new
capital-efficient individual wealth propositions using the
existing Group infrastructure.

The joint ventures continue 1o follow strategies 1o
increase value by seeking profitable growth.

+ Net inflows of £1.7bn were significantly higher due to
reduced claims levels in Ireland domestic business and
strong growth in new business in Ireland

¢ AUA increased by 24% t0 £12.3bn

* IFRS operating profit before tax decreased to £15m

» IFRS average fee revenue yield decreased to 212bps
» Sales in India increased by 15% in constant currency

* Market share in India rose from 8% to 12%, driven by
strong growth in the bancassurance channel

¢ In China, regular premium business increased by 12%
in constant currency

IFRS operating profit before tax

£15m

2008 2009 2010

IFRS operating profit before tax decreased to £15m,
mainly due to the expected reduction in the transfer of
profit to shareholders from the Heritage With Profits Fund
in Germany.

Global investment management

Building a successful and sustainable investment
management business — with growth driven by
investment performance and supported by exceptional
client service.

We will keep pursuing our strategy of building on the
strong and profitable momentum we have in this market.
We will continue to expand our capability in order to
deliver a wide range of sclutions for clients that help
diversify our revenue and profitability. Changes in the
market environment and client needs provide many new
cpportunities.

» Third party AUM up 26% to a record level of £71.6bn

= Strong growth in net inflows, excluding money market
funds to £7.3bn, representing 14% of opening AUM

s Strong growth in UK wholesale business with mutuat
fund net sales of £2.2bn

« Strong net sales of GARS up £3.2bn to £4.0bn
« Earnings before interest and tax up 33% to £106m

+ Revenue up 29% as a result of higher third party new
business flows
e Average fee revenue yield increased to 35bps

e Third party money weighted average investment
performance is 29™ percentile over one year and solid
second quartile over longer time pericds

IFRS operating profit before tax

£103m

2009 2010

IFRS operating profit before tax increased to £103m,
mainly due to higher revenue from increased new
business flows, mostly into higher margin products.
Operating costs remained tightly controlled but allowed
for continued investment in the business to maintain
longer term growth.
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Business review continued

1.4 Business segment performance continued
1.4.1 UK

Woe are one of the largest providers in the long-term savings and investments business in the UK, offering solutions to both the
retail and corporate markets. We offer a wide range of insurance and investment wrappers. In 2010, we began transforming our
operations, investing in new customer-centric propositions and increasing our speed 10 market. On 31 July 2010 the sale of
Standard Life Healthcare Limited was completed.

Financial highlights

2010 2009 Movement
IFRS operating profit befare tax from continuing operations’ £234m £222m 5%
Assets under administration £119.2bn  £105.6bn 13%
Net flows £2,997m £1,214m 147%
EEV covered business operating profit before tax £428m £649m (34%)
EEV non-covered business operating profit/{loss) before tax from continuingoperations’ £28m {£18m) 256%

Continuing eperations exclude Standard Life Bank plc and Standard Life Healthcars Uimited, which wera sold on 1 January 2010 and 31 July 2010 respectively.

IFRS operating profit before tax

2010 2009
£m £m UK IFRS operating profit before tax

Fes based revenue 593 498
Spread/risk nrargin 148 240
Total income 741 738 .
Acquisition expenses (172) (166}
Maintenance expenses (312) (291)
Growth investment spend (61) (31}
Capital management {21) (28)
Other 59
UK IFRS operating profit before tax from
continuing operations 234 222

UK long-term savings and investments IFRS operating profit before tax was £234m (2009: £222m). Fee based revenue increased
due to higher annual management charge income. This was driven by higher average AUA, due to both strong growth in new
inflows and positive market movements during the year. The average revenue yield on fee business increased slightly to 77bps
(2009: 75bps).

The spread/risk margin reduced due to changes in operating assumptions and lower annuity volumes that resulted from
market-led changes in our pricing. The spread/risk margin resuit in 2010 benefited from invesiment strategy changes, parially
offset by a mortality assumption change which together contributed £30m to the result. The 2010 result also included a £5m
(2009: £63m) release of reserves tollowing the review of our deferred annuity data.

Initiatives to significantly increase our AUA were tightly controlled. As a result, acquisition expenses were only slightly higher than
last year. Maintenance expenses increased, mainly because of Vebnet and Standard Life Wealth forming part of the UK business
in 2010.

We have continued to invest in growing our business. Growth investment spend increased to £61m, with a number of customer
propositions launched during the year.

Other relates to a £59m benefit from the change in the UK pension scheme in 2010.
The 2008 result included several one-off items that contributed £101m to profitability.

Assets under administration and net flows Movement in fee business AUA

Assets under administration (AUA) grew by £13.8bn 1o £119.2bn, Fee Opening -/. £85.5bn
based business, which accounts for the majority of total AUA, increased by 1 January 2010

15% to £98.6bn (2009: £85.5bn) due to strong net inflows and positive Gross Inflows . £13.2bn

market movements. Spread/risk business AUA has increased by £0.3bn to
£13.4bn due to positive market movements. As at 31 December 2010, 63%

Redemptlons
of total fee based AUA related to retail business {2009: 65%) and 37% to
corporate business (2009: 35%). Marketiother
movemenis
Closing

31 December 2010
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Total UK net inflows for the year increased by 147% to £2,997m. Within UK net Rows £2,997m

this, fee based business net inflows more than doubled to £3,611m (2009: £1,214m, 2008: E848m}

(2009: £1,698m), while net outflows for spread/risk business were £614m UK retail

(2009: £484m). At a product level, retail net outflows of £833m were Individual £284m
£1,009m lower than 2009. This reflected strong self invested personal penslons

pension (SIPP) and mutuat funds inflows. However, this was partly offset by | {Includes £369m
increased outflows across all pension products as customers took Individuzt SIPP) 7] £543m
retirement benefits before the minimum age changed from 50 to 55 in April Savings and (£503m) -
2010. Outflows decreased across our pension products after the age Investments

change came into effect. {£1,727m)

The reduction in savings and investments net outflows was mainly due to (£1,336m)

lower investment bonds net outflows of £807m. Cutflows were higher in Annultiea (£642m)

2009 due to our decision not to renew bulk investment bond deals, which {£521m)

contributed £581m to net outflows. We also experienced lower legacy life

net outflows of £988m in 2010. (£502m)

Corporate net inflows of £3,830m (2009: £3,056m) increased by 25% due UK corporate
to the success in winning new institutional pension mandates. There were g:,m’:;"
significant inflows into GARS and fixed income funds offered through

Standard Life Investments. This was slightly offset by carporate pension net
inflows of £1,390m (2009: £1,509m} being 8% lower than last year. An
increase in outflows, mainly due to the 50 to 55 age change were partially Institutional
affset by higher inflaws from strong sales levels. penslons

£1,330m
£1,509m

£2 440m
£1,547m
£616m

W2010 W2008 L2008
Graph excludes protection (2010: £28m; 2005: £37m; 2008: £41m).

New business performance
Undlscounted payback

PVNBP £m' NBC £m IRR % (years)

2010 2009 2010 2008 2010 2009 2010 2009
Individual pensions? (F} 3,858 3,388 19 7 9 7 8 10
Savings and investments (F) 1,997 1,406 7 (3} 9 5 8 12
Annuities {S/R) N 448 56 76 Infinite Infinite  Immedlate  Immediate
UK retail 6,197 5,244 82 80 18 18 6 6
Corporate pensions® (F) 3,287 2,640 45 34 1 10 10 10
Institutional pensions (F) 3,472 2,296 48 25 =40 >40 <3 <3
UK corporate 6,759 4,938 91 59 18 15
UK total 12,956 10,180 173 139 18 16
Split of total
Fee business (F} 12,614 9,730 117 63 13 10 7 9
Spread/risk business (S/R) 342 450 56 76 Infinite Infinite  Immadiate  Immediate

' UK rotail and UK total PVNBP includes pratection of £1m (2009: £2m) which is classed as spread/risk business.

2 Retall Trustee Investment Plan has been reclassified from corporate penslons to individual penslons in 2010. The impact of this was PYNBP £25m (2009: £22m).
There was n¢ impact on NBC., IRR and undiscounted payback.

PVNBP sales increased by 27% to £12,956m. In our retail business, PYNBP increased by 18% to £6,197m., Individual pensions,
which includes individual SIPP, rose by 14% to £3,858m. Within this, individual SIPP sales were up by 18% to £3,461m. This was
driven by strong growth in new customer accounts, increased activity around the tax year end and higher average market vailues
boosting incoming transfer values. Savings and investment sales grew by 42% to £1,897m with mutual fund sales increasing by
53% to £1,795m, reflecting significant growth in sales through our Wrap platform. This was partly ofiset by investment bands sales
which fell by 14% to £202m.

Corporate sales grew by 37% to £6,759m. Within this, corperate pensions increased by 25% to £3,287m. This rise was due 1o cur
success in winning new schemes with a higher average value compared to 2008, combined with an increase in the number of new
members and increments into existing schemes. Also, our enhanced trustee-based pension proposition was successful in
attracting both new and existing schemes and contributed £319m to sales. Institutional pension sales increased by 51% 1o
£3,472m, reflecting strong growth in new customers.

New business contribution (NBC) increased to £173m, while the PYNBP margin fell to 1.3% (2009: 1.4%). The internal rate of
return (IRA) increased to 18% and the payback period was maintained at 6 years.
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Business review continued

1.4 Business segment performance continued

1.4.1 UK continued
EEV operating profit before tax

UK EEV operating profit, including HWPF time value of options and guarantees and non-covered business, decreased to £456m
(2009: £631m) largely due to a decrease in operating profit from back book management activities. This was partially offset by a
£34m increase in NBC. In addition, the return on the present value of in-force business was higher due to both a higher opening
embedded value and a higher risk discount rate. Development spend increased to £30m (2009: £18m), reflecting our further
investment in developing our corporate and retail propositions and our brand. Reducing the ongoing expenses of managing our
business contributed to an efficiency profit of £44m (2009: loss £26m).

Delivering our strategy

In our corporate business, we successfully launched our trustee-based pension proposition and our employee benefits platform,
Lifetens. This offers a compelling proposition for both employees and employers because it combines corporate savings and
benelits, education and communication in one place. This innovative offering has attracted significant interest from new and
existing customers, with the first customers moving onto the platform in 2011.

We also continued to offer our customers innovative solutions, as demonstrated by the Logica scheme win, With a tailored savings
and benefits package, this makes the most of Vebnet’s experience in the employee benefits market. We believe the flexibility and
sustainability of our corporate offering, combined with the innovative, customer-centric propositions that we are developing, will
allow us to build on our strong position in the UK corporate market.

Our retait business successfully launched the Active Money Personal Pension in February 2010. This extends our reach in the
individual pensions market, with a product which adapts to the changing needs of each customer. We also continued to see strong
growth in gur individual SIPP customer base during the year. The total number of customer accounts increased by 28% to 107,100
(2009: 83,900). Responding to adviser feedback, we continued to enhance our Active Money SIPP. New developments included
offaring customers the option of using their own solicitor and widening the panel of lenders for property transactions. These
updates will help to ensure that our SIPP remains innovative, competitive and market-leading.

AUA on our Wrap platform continued to grow significantly and was up 69% to £6.1bn as at 31 December 2010 (2009: £3.6bn). This
was partly due to a significant increase in the number of advisers using the platform. 820 adviser firms now use the platform
compared to 583 at 31 December 2009. This contributed to an 80% increase in customer numbers to 57,000 as at

31 December 2010 (2009: 31,600). We made a number of enhancements to the platiorm based on adviser feedback. This included
introducing model portiolios and continuing to develop back-office integration functionality for advisers. We believe this customer-
centric approach to introducing enhancements is one of the reasons our Wrap platform has been awarded the highest possible
‘eee’ rating by the Finance and Technology Research Centre (FTRC) for five consecutive years.

In March 2010, we announced our intention to transtorm how we operate by investing significantly in our propositions and
increasing our speed to market, making us more nimble and allowing us to respond quickly to customer growth opportunities. We
have already made significant progress. During 2010, we restructured the UK business, which included the creation of a new Take
to Market function and established an Operaticns Transformation Programme. The new operating model will enhance customers’
experience and deliver increased value and efficiencies by increasing automation and making it easier for customers to seff-serve.

Also in March 2010, we announced the purchase of the remaining 75% stake in the intermediary support services business,
threesixty, having held a 25% stake since May 2007. This acquisition adds further depth to our propositions in the intermediary
market and supports our long-term distribution capability. We have already begun work with threesixty to develop the business for
the benefit of our independent financial adviser client firms.

In June 2010, we established a team to focus on the direct-to-customer market. As a result we have rebuilt our customer website,
making more products available to buy online and launched the MyFaolio fund range.

In January 2011, we announced the completion of the acquisition of Focus Solutions for £48m, This will enhance and accelerate
delivery of our market-leading soluticns and services for intermediaries and other distribution channels. This acquisition is relevant
to our core intermediary market and will help us to grow our retail bank and direct-to-customer distribution.
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1.4.2 Canada

Our long-term savings and investments business in Canada offers a range of savings, retirement and insurance products. With a
strong focus on the needs of our 1.4 million Canadian retait and corporate customers, we continue to build client and distributor
relationships, while also introducing innovative sclutions to protect clients’ assets.

Financlal highlights

2010 2009 Movement
IFRS operating profit before tax £110m £113m (3%)
Assets under administration £25.3bn £21.3bn 19%
Net flows £63m £361m (83%)
EEV operating profit before tax £250m £192m 30%

IFRS operating profit before tax

2010 2009

£m £m

Fee based revenue 150 109
Spraad/risk margin 222 221
Total Income 372 330
Acquisition expenses (64) (60)
Maintenance expenses (193) (196)
Growth investment spend {35) (30)
Capital management 30 29
Canada IFRS operating profit before tax 110 113

Canada IFRS operating profit before tax

£113m £110m

2008 2009 2010

Operating profit betore tax fell slightly to £110m (2009: £113m). Fee based revenue benefited from an increase in management
charge income and surplus income from higher AUA. The average revenue yield on fee business was 118bps (2009: 116bps). This

reflected changes in the product mix, including an increase in retai! funds.

Spread/risk margin remained broadly in line with 2009. The 2010 result was impacted by policyholder liabilities increasing by £13m
(2009: £34m) and included management actions to improve asset and liability matching and reduce future volatility. One-off
changes also included a release of reserves due to a review of annuity policy data, modelling changes and changes to reinsurance

arrangements.

Maintenance expenses included a charge of £14m following an assessment of the methodology and amortisation period for
deferred acquisition costs. The rise in AUA also impacts maintenance expenses due to the increased engoing costs to service and

administer these assets.

The business maintained its strong credit profile, with a mortgage portfolio average toan to value ratio of 45% (2009: 46%). No

credit losses were experienced during the period.

Assets under administration and net flows

AUA increased by £4.0bn during the year driven by positive market
movemants and stable net inflows into fee business. In particular, individual
savings and retirement experienced sirong net flows. Our fee business
grew strongly and now accounts for 55% (2009: 53%) of total AUA.
Spread/risk AUA increased to £10.1bn (2009: £9.2bn), also driven by
positive market movements. This was partially offset by scheduled annuity
payments.

Net flows decreased by 84% in constant currency to £63m, due to lower
inflows within the spreadfrisk business and higher claims and withdrawals.
These more than offset the strong growth in gross inflows achieved across
our fee business. In our retail fee business, which includes individual
segregated funds and mutual funds, net inflows increased to £119m
(2009: £81m). This reflects the strength of our savings and investments
propositions, our well-positioned offering and strong adviser relationships.
The recovery in equity markets during 2010 improved customer sentiment
and this also increased net flows.

Movement In fee business AUA
Opening
1 January 2010

Groas inflows

Redemptions

Market/other
movements

Closing
31 December 2010 ',. £14.0bn
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Business review continued

1.4 Business segment performance continued
1.4.2 Canada continued

In our retail spread/risk business, net outflows increased from £72m to
£328m, mainly due to lower term funds sales and maturing term deposits
sold in 2009 when product demand was very high. Total group savings and
retirement net inflows decreased by 39% in constant currency to £193m
(2009: £287m). This was despite strong sales and an increase in market
share. Large mandates won during the year only provided marginal inflows,
consisting mostly of future annually recurring premiums. Group insurance
net inflows increased by 10% in constant currency to £79m (2009:; £65m),
as the strength of our innovative disability offering helped us make gains in
a contracting market. Total net inflows, excluding scheduled payments
relating to non-core legacy annuity products decreased by 38% in constant
currency to £584m (2009: £844m).

New business performance

PVNBP sales increased by 12% in constant currency to £3,048m

{2009: £2,460m). Sales in our retail line, which includes individuai
insurance, savings and retirement and mutual funds, increased by 4% in
constant currency to £975m (2009: £848m). Group savings and retirement
sales increased by 35% in constant currency to £1,466m (2009: £981m)
with close to two-thirds of sales comprising of recurring annual premiums.
Excluding large wins in both years, sales have increased by 22% in
constant currency. Group insurance sales decreased by 13% in constant
currency to £607m (2009: £631m), reflecting a contracted business
environment.

New business contribution increased by 34% in constant currency to £68m
(2009: £46m) and PVNBP margin improved to 2.2% (2009: 1.9%). This was
the result of a more profitable sales mix, with higher sales of individual
segregated funds and mutual funds. Internal rate of return increased to
24% (2009: 14%}). This was mainly due to the change in sales mix. The
undiscounted payback period shortened to 6 years (2009: 7 years).

EEV operating profit before tax

Canada net flows £63m

(2009: £351m, 2008: £340m)

Group savings
and retirement (F)

(£227m}
Group savings
and retirement (S/R} (£166m)
(E177my |
Individual Insurance, £158m
savings and retirement £35m
(F) £4m
ihdividual insurance, (£328m)
savings and retirament {£72m)
(S/R} €213m| |
£79m
Group insurance (S/R) £65m
Fie124m
(E39m)
Mutual funds (F) £46m
£58m
H 2010 W 2009 (O 2008

EEV operating profit before tax increased by 18% in constant currency to £250m (2009: £192m). This was mainly due to efficiency
gains and higher new business contribution. Expense experience gains and assumption changes resulted in a profit of £73m
{2009: loss £8m). Back book management delivered a loss of £41m (2009: gain £23m), largely due to a reduction in expected fee
income in our group savings and retirement line. This was partly offset by favourable experience following a review of annuity

policy data.

Delivering our strategy

In line with our strategy, we have continued to focus on increasing our visibility in the market. In 2010, we launched the second
phase of our award-winning advertising campaign, which included online marketing and social media. A new organisational
structure has also been adopted to allow our business to react more quickly to new business oppertunities.

In our group savings and retirement line, we have focused on expanding in the large case segments and continued to build our
core propositions. In the small market segment, we continue to evelve our Express product by launching web tools to support our
advisers in their sales process. We also revamped our Plan for Life statements, highlighting the important information members
need to make informed decisions about their retirement income planning. The update was well received by clients and

intermediaries.

In the first quarter of 2011, we will faunch a trust applicaticn platform. This will enable us to deliver a combined offering of stock

plans and stock options within our regular defined contribution proposition.

The progress we have made in improving our retail sales function and building solid distribution relationships was acknowledged
by an industry survey. Our retail sales team received a top ranking from retail advisers for the second year in a row, recognising
the strength of our business consultancy model and the strong relationships that we have built with our advisers. We also launched
our new Corporate Class Mutual Fund series featuring tax-efficient funds. This allows non-registered investors to enjoy all the
benefits of our traditional range of funds with an added layer of tax efficiency. At the beginning of 2011, we launched a new
Distributor Relationship Management system as part of our continuous effort to deliver propositions that meet the evolving needs of
our customers. The system provides an overview of our adviser relationships and will help to extend our distribution reach.

In our group insurance line, we cantinue to provide additional support to customers and improve our product offering. Our new
flexible benefit administration and enrotment tool was instrumental in delivering key new accounts. We are also actively promoting
our disability management expertise as part of our comprehensive benefit offering and as a stand-alone offer.
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1.4.3 International

Our International business is made up of four wholly owned businesses and two joint ventures. Our wholly owned businesses are
Standard Life International Limited (offshore bonds business based in Dublin}, Standard Life Ireland (Ireland domestic business),
Standard Life Germany (operating in Germany and Austria) and Standard Life Asla (based in Hong Kong). The joint ventures are
based in China and India. Intemational offers long-term savings and investments products.

Financlal highlights - wholly owned

2010 2009 Movement
IFRS operating profit before {ax £38m £50m {24%)
Assets under administration £11.1bn £9.1bn 22%
Net fiows £1,412m £881m 60%
EEV covered business operating profit before tax £90m £30m 200%
EEV non-coverad business operating loss before tax (£€7m) (£6m) {17%)
Financlal highlights - joint ventures {Standard Life’'s share)
2010 2009 Movement
IFRS operating loss before tax {€£23m) (£27m) 15%
Assets under administration £1.2bn £0.8bn 50%
Net fiows £254m £211m 20%
EEV covered business operating profit/(loss) before tax £3m (E1m) 400%

IFRS operating profit before tax
International IFRS operating profit before tax

22:1': 203;‘:: - wholly owned

Fee based revenue 212 208

Acquisition expenses (31) (14)

Maintenance expenses (129) (127)

Growth investment spend (15) {(17)

Capital management 1

Total wholly owned ‘ 38 50

Joint venture businesses (23) (27)

International IFRS operating profit before tax 16 23 2009 2010

IFRS operating profit before tax of the wholly owned businesses decreased by 24% to £38m (2009: £50m). Profitability in Germany
fell to £42m (2009: £55m) and in Ireland domestic business remained broadly stable at £8m (2009: £9m). The offshore bonds
business recorded a loss of £9m (2009: loss £10m). In Germany, the fall in profitability was mainly due to the reducing transter of
profit to sharehalders from the HWPF in accordance with the Scheme of Demutualisation. This was parlly offset by rising profits
from the post-demutualisation business. Most revenue in Germany is from premium based charges. During 2010 fee business
revenue bps fell to 310bps {2009: 413bps) because of the reduction in charges from pre-demutualisation business. Profitability in
Ireland benefited from increased management charge income and lower operating costs. This led to a rise in the average revenue
yield on fee business to 81bps (2009: 74bps). Hong Kong recorded a profit of £4m (2009: £2m) due to strong sales and margins
growth. The International resuit also includes central costs relating to business development.

Assets under administration and net flows

AUA in the wholly owned businesses grew by £2.0bn to £11.1bn Movement In fee business AUA - wholly owned

(2009: £9.1bn) due to high net inflows in the year. In Ireland, AUA increased | Opening ' £9.1bn

to £4.2bn (2009: £3.7bn) for the domestic business and to £1.8bn 1 January 2010 )

(2009: £1.2bn) for offshore bonds. AUA in Germany rose by 24% in

constant currency to £5.0bn {2009: £4.2bn), Gross Inflows - £2.2bn

Net flows of the wholly owned businesses increased by 60% to £1,412m.

This was mainly due to strong growth in sales in Ireland. Redemptlons B {£0.8bn)

Ireland domestic business net inflows of £215m (2009: £11m) were higher Market/other

due to strong sales growth and lower claims. Net flows of offshore bonds movements Im-sb"

increased to £496m {2009: £157m) due to higher inflows from new

business, particularly from our Wrap platform. Closing '/‘511 1bn
31 Decoember 2010 )

Annual Report and Accounts 25




Business review continued

1.4 Business segment performance continued
1.4.3 International continued

Net flows in Germany were £666m (2009: £701m), a 1% decrease in constant currency. The market remained challenging for the
whole industry, especially the IFA segment, leading 1o a fall in new business levels.

Our Hong Kong operation continues to deliver strong growth, with net flows up 185% in constant currency to £35m (2009: £12m).

New business performance

PVNBP sales in the wholly owned businesses increased by 35% to £1,929m (2009: £1.430m). In reland domestic business, sales
ingreased by 22% in constant currency to £598m (2009: £512m) due to our strong investment proposition and the launch of a new
pensions product. We benelited as customers moved towards financial institutions they perceived as being more secure. QOffshore
honds sales were 89% higher at £700m {2009: £370m) due to an improved proposition and better market conditions. In Germany,
sales of £337m (2009: £407m) were 14% lower than 2009 in constant currency.

Hong Kong performed very well and increased its market share. PYNBP sales of £294m (2009: £141m) were up 108% in constant
currency. This was mainly due to the distribution of the core unit linked savings product and the launch of a new product in quarier
four offering 300 funds on an open architecture, targeting the established affluent and high net worth customer segments.

NBC in the wholly owned businesses increased to £44m (2009: £17m). This was mainly due to cost efficiencies and higher sales
levels in Ireland and Hong Kong.

EEV aperating profit before tax

EEV operating profit before tax of the wholly awned businesses, including non-covered business, increased to £83m (2009: £24m).
This increase was mainly due to increased profits from new business and the positive persistency in Ireland and Germany. The
NBC for Ireland and Hong Kong increased due to higher sales levels. PYNBFP margin was 2.3%.

Delivering our strategy

International operates as a customer-centric long-term savings and investiments business. The Europe and Asia divisions were
combined into one International business at the start of 2010. This will enable synergies, make it easier to share ideas and improve
efficiency. The streamlined structure will position International to grow profitability and provide new solutions for customers and
distributors.

We have improved our product investment range by adding the GARS products, which generated sales across Germany, Austria
and Ireland. In Germany we started to strengthen our corporate propositions and will continue with this in 2011. In Ireland domestic
business, we carried out a customer insight and market segmentation exercise to help us keep improving the way we deal with our
customers and IFAs. In the offshore bonds business, we strengthened our propositions with the addition of a number of
discretionary fund managers. We widened our distribution route through strategic deals and by increasing engagement with the UK
sales force.

Standard Life Asia is now recognised as a leading provider of long-term savings and investments products through intermediaries
in the Hong Kong market. The business grew ils market share significantly with targeted sales and marketing activity and superior
market-leading propositions, like the newly launched Harvest Supreme proposition.

These initiatives maintained and strengthened our market presence in the countries where International operates and have
contributed to higher new business levels and strong net flows.

Joint Ventures - India and China

In China and India our focus is on increasing long-term shareholder value by delivering products that meet our customers' needs.

The joint ventures contributed an IFRS operating loss before tax of £23m (2009: loss £27my} to the Group, reflecting the continued
progression of the business and cur commitment to invest in the region.

In India, PVNBP was £444m (2009: £362m), up 15% in constant currency. In China, sales fell by 10% in constant currency to
£106m {2009: £116m). This reflects a greater focus on profitability by increasing the proporiion of regular premium business.

Net flows in the joint ventures increased by 14% in constant currency to £254m {2009: £211m), mainly driven by India where
strong growth and market share gains reflected success in the bancassurance channel.

EEV covered business operaling profit betore tax for the joint ventures was £3m (2009: loss £1m). Sales increased by 9% in
constant currency and led to a strong rise in NBC to £23m (2009: £11m). This resulted in a PVNBP margin of 4.3%.

In India, regulatory changes that affect unit linked business were implemented from 1 September 2010 and will have a severe
negative impact on sales and margins across the industry in the short term. However, effective initial management of the changes
helped increase our market share in the private market to 12% in 2010 {2009: 8%). We remain confident about our future
competitive positioning, with our individual business emerging as the leading private player during the fourth quarter of 2010.

In China, the outcome of negotiations with Bank of China over a possible deal was not as we would have hoped. We are now
focused on developing our joint venture partnership to deliver a successful business thal meets customer needs in this growth
market.
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1.4.4 Global investment management

Our focus at Standard Life Investments is on delivering superior investment performance, supported by exceptional client service.

Standard Lite Investments operates as a global team, with an investment process underpinned by its ‘focus on change’ philoscphy.

This has proved itself to be robust and repeatable in both good and bad market conditions. Over the 12 years since its inception,
Standard Life Investments has delivered a strong track record of profitable organic growth, a trend which continued during 2010.

Financial highlights

2010 2009 Movement
IFRS operating profit before tax £103m £73m 41%
Earnings before interest and tax (EBIT) £106m £80m 33%
EBIT margin 33% 32% 1% point
Third party assets under management {AUM) £71.6bn £56.9bn 26%
Total assets under management £156.9bn £138.7bn 13%
Third party net inflows (excluding money market funds)* £7,269m £4,848m 50%

' Total third party riet inflows In 2010 were £6,200m (2008: £5,674m).

Standard Life Investments performed strongly in 2010, despite volatile and subdued markets. The sales growth of past periods was
maintained with strong inflows of institutional and wholesale business of £6.2bn. Atter removing the structural outflows of money
markel assets, the underlying net inflow was £7.3bn. These flows increased third party AUM to a record level of £71.6bn

{2009: £56.9bn). The increase in new business flows and a rise in average market values resulted in strong revenue growth of
29%, driving EBIT up 33% to £106m {2009: £80m) and EBIT margin to 33% (2009: 32%). Our continued focus on serving existing
clienls and winning new clients through strong investrnent performance, product innovation, global distribution and high levels of
customer service has paid off. The economic recovery remains subdued and fragile but this robust perfformance shows that
Standard Life Investments can prosper in difficuit conditions and is in good shape to benefit from a future return to stability.

Profitability

IFRS operating profit before tax increased by 41% to £103m.

Revenue rose by 29% because of increased third party new business flows,
many of which were into higher margin products, such as GARS and UK
mutual funds, and stronger market conditions. This raised the average

Earnings before interest and tax
£106m

£75m £80m

revenue yield on third party AUM to 35bps (2009: 34bps).

Operaling costs were tightly controlled while allowing for continued investment
in the business to maintain our fonger term growth. These measures resuited
in an increased EBIT of 33% to £106m and an EBIT margin of 33%

(2009: 32%).

Lower interest expense also contributed to the increased IFRS operating profit.
A subordinated loan of £30m was repaid at the end of 2009 and a further
£15m subordinated loan was repaid at the end of 2010, leaving the business
with no gearing.

il

2007 2008 2009 2010

Financial market overview

Despite the financial crisis continuing to weigh heavily on the global economy in 2010, average market values in 2010 were
substantially higher than in 2009. The average daily FTSE All-Share Index, for example, rose 21% between the two years.
Combined with rises in other major world markets, this led to an increase in asset management revenues. We continue to maintain
strong third parly sales across institutional, wholesale and customer segments.

Investment performance

Investment performance was strong during 2010 and we continued to deliver a roebust investment performance over the longer
term. The money-weighted average active investment performance over ali time periods — one, three, five and ten years —
continues to be above median for our third party business. Qur mutual fund and unit trust range strength is shown by the proportion
of eligible and actively managed funds {23 out of 28) rated A or above by Standard & Poor’s in the UK.

The pipeline for institutional business is still encouraging with fixed income and GARS products attracting a lot of interest,
increasingly from outside the UK. There is also very positive demand for our mutual funds in the UK and for our SICAV funds in
continental Eurcpe.
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Business review continued

1.4 Business segment performance continued

1.4.4 Glohal investment management continued
Assets under management and net flows

We achieved third party net inflows of £7,269m {2009: £4,848m), after removing the structural outflows from money market funds.
This was a 50% increase from 2009, representing 14% of opening third party AUM. Total third party net inflows were £6,200m. UK
mutual funds net inflows rose significantly to £2,221m (2009: £669m). A notable number of new instilutional clients were won in the
UK and Europe during the year, increasing the institutional client base in these markets by 32%. Qur high overall retention rates
are reflected in nearly £1bn of net inflows generated from existing institutional clients.

Third party AUM was up by 26% to a record level of £71.6bn (2009: £56.9bn). This was caused by strong inflows in the UK and
international markets and the recovery of market levels in 2010. Third party AUM now represents 46% of total AUM (2009: 41%).
In-hcuse AUM increased to £85.3bn {2009: £81.8bn) with favourable market movements offsetting outflows from the with profits
business and from the sale of Standard Life Bank plc. As a result, total assets managed by Standard Life Investments stood at a
record level of £156.9bn (2009: £138.7bn).

Delivering our strategy

We entered into a strategic alliance with Chuo Mitsui Asset Trust and Banking Company, one of the iargest trust banks in Japan,
for reciprocal asset management services. The alliance sees Standard Life Invesiments provide advice on Chuo Mitsui's Global
Equity Funds and Chuo Mitsui manage and advise on Standard Life Investments’ Japanese Equity funds. We will alse be able to
market each other's invesiment strategies through our respective distribution networks.

Our successtful GARS proposition is now available to institutional investment clients in the USA, Canada and Australia where we
have secured a number of new mandates. It has also recently been launched in a SICAV wrapper to access the international
market. US expansion progressed well with the launch of cur first segregated GARS mandate in the region and continued strong
interest in the offshore GARS product.

In the UK wholesale space we had particular success with our GARS product which achieved a market-leading 39% share of 2010
sales within the absolute return sector, and the UK Smaller Companies Fund which achieved a 42% market share of 2010 sales
within its relevant sector.

MyFolio was successfully launched in September 2010, following collaborative working across the Group. This is a proposition
designed to help customers find the right investment solution. MyFolio has proved successful since its launch, providing new
business flows into Standard Life Investments' actively managed funds. We expect MyFolio to continue its positive growth during
2011,

Standard Life Invesiments also extended its range of alternative assets during 2010 by acquiring a 75.1% stake in Aida Capital
Limited, a London-based FSA registered fund of hedge funds manager.

During 2010 we also made some enhancements to our infrastructure. This included restructuring our Global Client Group,
investing in our people (880 staif at 31 December 2010, up from 783 at the beginning of the year) and investing in our core
operational platforms.

Our pipetine of new product initiatives is strong, and we are confident that we will continue 1o meet the ever changing demands of
our clients through new and innovative products.
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1.5 Capital and cash generation

Our strategy remains focused on careful capital management and generating cash. The emphasis on capital-efficient products is
important as it demonstrates our ability to write profitable new business without committing high levels of capital.

Capital and cash generation highlights

2010 2009 Movement
EEV operating capital and cash generation from continuing operations' £287m £371m (23%)
Group capital surplus2 £3.8bn £3.6bn 6%
EEV £7.,321m £6,435m 14%
IFRS equity attributable to equity holders of Standard Lite plc £3,903m £3,457m 13%

Continuing operations exclude Standard Lite Bank plc and Standard Lite Healthcare Limited, which were sold on { January 2010 and 31 July 2010 respectively.
? 2010 based on estimated regulatory retums. 2009 based on final regulatory retums.

Group EEV capital and cash generation

Capital and cash generation enables the Group to invest in new business and profitable growth opportunities, Gross operating
capital and cash generation before investment in new business and growth investment spend was £596m (2009: £617m).
Excluding the contribution from back book management activities of £10m {2009: £71m), which is more variable from year to year,
adjusted capital and cash generation was £586m. This represents an increase of 7% from £546m in 2009.

2010 2009

£m £m

UK 372 395
Canada 128 131
Interational a7 102
Non-covered {t) (an
Gross operating capital and cash generatlon from continuing operations 596 617
New business strain (220} (188
Growth investment spend (89) (58)
Operating capital and cash generation from continuing operations 287 371
Dividend declared (Em) 295 272
Coverage of gross operating capital and cash to new business strain 2.7 33
Coverage of gperating caplial and cash to dividend declared 1.0 1.4

New business strain (NBS) is a measure of the cost of selling new business. New business strain
Whilst NBS has increased to £220m, this was lower than growth in new
business sales volumes. As a result, the NBS margin {NBS/PVNBP) fell from
1.3% to 1.2%.

The growth in NBS contributed to a fall in the coverage ratio of gross
operating capital and cash to NBS, which was down from 3.3 to 2.7. This was
also due to a decrease in capital and cash from management of the existing
baock of business. The decrease in capital and cash from back book
management activities contributed 0.3 to the fall in the coverage of gross
operating capital and cash to NBS.

We remain committed to cur strategy of investing in capital-efficient products 2007 2008 2009 2010
which deliver high capital retums and fast recovery of investment. The total ECIREPYNER —e— New business strain as a % of
internal rate of return {IRR) for new business was 17% (2009: 14%) and the PVNBP

payback period was 6 years (2009: 7 years). Find out more on new business
profitability in Section 1.3 — EEV — Group.

Coverage of operating capital and cash to dividend was 1.0 compared to 1.4 for 2009. The decrease in back book management
capital and cash and the increase in growth investment spend were the main contributors to the total decrease in the ratio.
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1.5 Capital and cash generation continued

In overall terms, our EEV operaling capital and cash generation from continuing operations has decreased to £287m. This was
mainly due to a fall in capital and cash generation from back book management activities which generated £10m capital and cash
in 2010. In 2009, back book management activities generated £71m which included the benefit of a release of UK deferred annuity
reserves.

Capital and cash generation from existing business after new business sales of £384m was the main contributor to our operating
capital and cash generation. There was negative capital and cash contribution from our growth investment activities. This is
reflected in our core covered business development expenses of £48m (2009: £32m) and it also contributed to the increased
losses from our core non-covered businesses from £19m to £47m.

2010 2009
Free Requlred Free Required
surplus caplta! Net worth surplus capital  Net worth
movement movement  movement movement movement movement
£m £m £m £m £m £m
Capital and cash generation from existing business 626 (22) 604 567 {21} 546
New business strain {265) 45 (220) (252) 64 (188)
Covered business capital and cash generation
from new business and expected return 361 23 384 315 43 358
Covered business development expenses (48) - (48) (32) - (32)
Non-covered business core capita! and cash generation (47) . {47} (19} - {19)
Core 266 23 289 264 43 307
Efficiency {12 - (12) 8) 1 (7}
Back book managemaent 66 (56) 10 65 6 71
EEV operating capltal and cash generatlon from
continuing operations 320 (33) 287 321 50 3n
Capital and cash generaticn from non-operating items 93 41 134 (394) 12 {382)
Total EEV capital and cash generatlon from
continuing operations 413 8 421 (73) 62 (11)
Capital and cash generation from discontinued
operations 20 - 20 49 - 49
Total EEV capital and cash generation 433 8 441 {24) 62 38

All figures ara net of tax, Net income directly recognised in the EEV statement of financial position, including exchange differences and distributions to and injections
from shareholders, is not included as these are not trading related cash flows,

Non-operating capital and cash generation from continuing operations was £134m (2009: negative £382m). This increase was
mainly due to higher than expected market returns over the period.

Reconciliation of IFRS operating profit to EEV aperating capital and cash generation

As with EEV. op eratl_ng capital and pash generation, Reconciliation of IFRS operating profit to EEV cperating capltal and cash
IFRS operaling proht removes the |mpacl of short-term generation for the year ended 31 December 2010

economic volatility. Whilst there is clear alignment
hetween IFRS operating profit and EEV operating capital

and cash generation, there are differences which IFRS operating profit after tax from £936
include: continuing operations _ m
* £14m from the difference in the treatment of assets
and liabilities. EEV capital and cash is mere Lmngﬁr;;l’:lglef:mm teatment of sasets D(gum)
consistent with local statutory valuation bases, which
tor some territories and certain classes of investment DAC/DIR, intangibles, tax and other D (E3sm)
liabilities are measured differently for IFRS reporting. e

This difference primarily reflects a higher increase in

i i EEV opersating cepltal znd cash
:g;esrv::elg :lt::ag l;‘:l:(oﬁEtEV capital and cash compared to generation trom cantinuing operations — £287m

* £35m from the difference in the treatment of deferred
acquisition costs/deterred income recognition, intangibles, tax and other. The impact of different methodologies in respect of
expected income is the main reason for the movement. In EEV operating prefit this income is included on an expected return
basis, but the actual fees are included in IFRS operating profit.
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Holding company capital and cash flows

In addition to the movement in capita!l and cash on an EEV basis, the following summary provides an analysis of holding company
cash flows and capital in relation to the Group's ultimale holding company, Standard Life plc, and its overseas holding company,
Standard Life Oversea Holdings Limited. The capital position is based on these companies’ net assets, excluding investments in
operating subsidiaries.

2010 2009

£m £m

Opening capltal 1 January 602 623
Dividends received from subsidiaries 286 190
Additional investments in subsidiaries (75) (20)
Group corporate centre costs (54) (50}
Cash dividends paid to shareholders (186) (158)
Other 92 17
Closing capital 31 December 665 602

Dividends

During the year, we paid the final dividend far 2009 of 8.09p per share, amounting to £180m and the 2010 interim dividend
amounting to £98m. In 2009, the previous dividend reinvestment plan (DRIP) was discontinued and a new Scrip dividend scheme
introduced. This reduced the cash required to pay the 2009 final dividend from £180m to £134m and the 2010 interim dividend
from £98m to £52m. We propose a final dividend of 8.65p per share, making a total of 13.00p {2009: 12.24p). This represents an
increase of 6.2%, reflecting the solid progress made during the year. We will continue to apply our existing progressive dividend
policy, taking account of market conditions and our financial performance.

Capital management
Objectives and measures of Group capital
The Group's processes of capital and risk management are aligned to support our strategic objective of driving sustainable, high

quality returns for our shareholders. The different measures of capital reflect the regulatory environment we operate in and the
bases that we consider effective for managing the business.

Caplital management policy

Matters related to the management of our capital are reserved for the Board of Standard Life plc. The scope of the liquidity and
capital management pelicy is wide-ranging and forms one pillar of our overall management framework. It operates alongside and
complements our other policies and processes, in particular our risk policies and strategic planning process and provides a
framework for effective and consistent management of capital. We continue to develop our Enterprise Risk Management
framework to robustly link the processes of capital allocation, value creation and risk management,

Credit ratings

External credit ratings agencies perform independent assessments of the financial strength of companies. The current insurer
financial strength ratings for Standard Life Assurance Limited (SLAL) are A1/Stable and A+/Stable from Moody's and Standard &
Poor's respectively. These ratings are unchanged from those reported in the Half Year Results 2010,

Group capital surplus

2010 2009

£bn £bn

Shareholders’ capitat rescurces 3.0 27
Capital resources arising from subordinated debt 1.8 21
SLAL long-term husiness funds 2.6 1.6
Group capital resources 7.4 6.4
Group capital resource requirement (3.6) (2.8)
Group capital surplus 3.8 3.6
Group solvency cover 205% 230%

2010 figures above based on estimated regulatory returns. 2009 based on final regulatory returns. The 2010 figures have been prepared on an Insurance Groups
Directive {IGD) basis; previous periods on a Financial Groups Directive (FGD) basis.

Following the sale of Standard Life Bank plc on 1 January 2010 we are now classified as an ‘insurance group’ as defined by the
IGD. In 2010, our capital surplus remained robust, increasing by £0.2bn to £3.8bn. Capital resources increased to £7.4bn, largely
due to higher market levels, The quality of our capital remains strong, with only £0.5bn (2009: £0.8bn) and £0.7bn (2009: £0.7bn)
of total Group capital resources classified as upper tier 2 and lower tier 2 respectively. Lower tier 2 capita! contributes only 18%
{2009: 19%) to the Group capital surplus and further iliustrates the strength of our capital position.

The IGD surplus remains largely insensitive to a further 40% fall in equities from the 31 December 2010 position, with the surplus
estimated to reduce by approximately £0.2bn. A 100bps rise in yields is estimated 1o reduce the surplus by approximately £0.1bn.
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1.5 Capital and cash generation continued

Reconcillation of key capital measures

The following diagram illustrates the key difterences between regulatery, IFRS and EEV capital measures at 31 December 2010:

Adhastments

£7.4bn

Regutatory
surplus

(£1.8bn)

£0.9bn

Required
capilal
shareholoer
tunds.

Required

camtal

ot HWPF

IGDbasis  Capital In External Valuation
lang-term subordinated adjustments
business liabilities for IFRS
funds

£3.9bn ,EE“W £3.5bn (€£0.4bn)
Retined e | c————
eamngs Reguired
capital
Other
resemnves
Surplus
Share
capital and
prenuat
IFRS Valuation EEV net Cost of PVIF & Embedded
equity adjustments waorth capltal TVOG value

IFRS oquity
holder funds

£4.2bn £7.3bn
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1.6 Risk management

Risk management is an integral part of the Group’s corporate agenda. The Group’s risk strategy statement links value and risk in a
concise expression of our objectives, aligned with our corporate purpose.

Risk management framework

We have developed and embedded an Enterprise Risk Management (ERM}) framework that enables the risks of the Group 1o be
identified, assessed, controlled and monitored consistently, objectively and holistically.

During 2010, we established a Group Board level Risk and Capital Committee in line with the Walker Review recommendations.
The Committee serves to oversee, challenge and advise the Group Board on:

+ The Group's current risk appetite, tolerance and strategy, material risk exposures and future risk strategy and their impact on
capital

» The structure of the Group's Enterprise Risk Management Framework and its suitability to react to forward-looking issues and
the changing nature of risks

» The risk aspects of major invesiments, major product developments and other corporate transactions

* Material actuarial matters affecting the Group

= Material risk and capital matters affecting the Heritage With Profits Fund

Key risks facing the Group
Market risk

The risk that arises from the Group's exposure to market movements which could result in the value of income, or

Definition the value of financial assets and liabilities, or the cash flows relating to these, fluctuating by differing amounts.

The Group has no appetite for market risk exposures except where they arise as a consequence of core strategic

Appetite activity, principally as a consequence of revenue streams being exposed to market risks.

Equity and property risk

Equity and property risk for the Group mainly relates to the risk that the vatue of future fund charges on unit linked funds, collective
investment schemes, segregated funds and future recourse cash flow payments from the HWPF will fall (or that burnthrough costs
to the shareholder arise} if the value of assets under management falls due to adverse market conditions.

There is currently no restriction on cash flows due from the HWPF. The key existing mitigants to reduce the risk of bumnthrough
from the HWPF include the actively managed investment policy for asset shares, the dynamic guarantee deduction framework and
hedging of the cost of guarantees for certain contracts. The fund remains well capitalised and market risk mitigants continue to
perform in line with expectations.

Canada has exposure to equity and property risks as a consequence of direct holdings in stich assets. These holdings have been
acquired for a number of reasons, including an expectation that such assets would increase retumns to shareholders. A hedge was
put in place during the year that reduces the risk arising from the limited poficyholder guarantees on segregated fund business.

The Group is also exposed to equity and property risk through the potential impact of market movements on the value of assets
held in defined benefit pension schemes operated by the Group.

Fixed interest risk

Sharehotder exposure to fixed interest risk arises from a number of sources, but is mainly attributable to asset liability mismatches
in certain portfolios of liabilities. The extent of such mismatches has been reduced over the course of the year, most notably
through improvements in cash flow matching of annuities written in the UK. Mismatches in Canada arise mainly as a consequence
of the difficulty in obtaining long-dated fixed income assets to match the long-term liability cash flow which gives rise to
reinvesiment risk.

Risk also arises as a consequence of burnthrough from the HWPF. However, as noted above, this fund remains well capitalised,
so burnthrough cost is low and there is currently no restriction on transfers.

The Group is also exposed to fixed interest risk through the potential impact of yield curve movements on the value of assets held
in defined benefit pension schemes operated by the Group.

Currency risk
Foreign exchange risk is the risk that the value of overseas operations and profits generated by them {alls in Sterling terms when
Sterling appreciates against the local currency.

The principal sources of currency risk arise from the Group's investments in overseas subsidiaries and joint ventures, primarily
Canada and Asia (including HOFC Life and Heng An Standard Life). Hedges exist to limit the size of the exposure refating to
Canada.

The UK business also has Euro exposure as a consequence of branch business undertaken in Ireland and Germany and its
investment in Standard Life International Limited. Other exposures arise largely as a consequence of holdings in overseas assets
within business units and variances in charges taken from unit linked funds and collective investment schemes.
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1.6 Risk management continued

Similar to equity and property risk, the Group s also exposed ta currency risk through the potential impact of market mavements
on the value of assets held in defined benefit pension schemes operated by the Group.

Credit risk

Definition 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 assets due to a
widening of mortgage, bond and swap spreads.

The Group has an appetite for credit risk to the extent thal acceptance of this risk optimises the Group risk
adjusted return. However, the Group has limited appetite for significant losses arising from counterparty failures
and will therefore establish robust risk limits which Group companies must adhere to.

Appetite

Shareholder exposure to credit risk arises from a number of sources. In the UK business, the principal exposures are in respect of
the corporate bonds held to back annuities written post-demutualisation and the assets held to back the subordinated debt liability.
In Canada, the main component of credit risk arises from the use of corporate bonds and commercial mortgages to back annuities.

Credit risk also arises as a consequence of burnthrough from the HWPF, though as noted above, this fund remains well
capitatised, burnthrough cost is low and there is currently no restriction on transfers. Further credit risk exposure arises from
variations in the value of future fund charges on unit linked funds and collective investment schemes that are invested in corporate
bonds.

The previously disclosed ‘Contract for Differences’ between Standard Life Assurance Limited and Standard Life Investments was
closed out during the year and the Group’s exposure to credit risk arising from asset backed securities has been reduced. The
credit risk associated with swap spread widening has also been reduced over the course of the year following the implementation
of cash flow matching of annuities written in the UK business post-demutualisation.

in addition, credit risk arises from holding cash and cash equivalents, debt securities and the reinsurance of certain insurance
liabilities to various counterparties.

The Group is also exposed to credit risk through the potential impact of widening credit spreads or credit losses on the value of
assets held in defined benefit pension schemes operated by the Group.

All credit portfolios are suhbject to strict limits on permissible counterparty exposures and continue to perform well despite adverse
economic conditions. Where appropriate, collateralisation is used to reduce credit risk.

Demographic and expense risk

The risk that arises from the inherent uncertainties as to the occurrence, amount and timing of future cash flows
due to demographic and expense experience differing from that expected. For the purpese of risk management
this includes liabilities of insurance and investment contracts.

Definition

Appetite The Group has an appetite for such risks since we expect acceptance of the risk to be value additive. Appetites
P will be established to reflect planned business activities in line with the Group's overall strategic objectives.

The Group's principal expesures are to persistency and longevity risk, arising as a consequence of normal business aclivity.

Persistency

Persistency within the UK business arises mainly as a consequence of variances in the value of future fund charges cn unit linked
funds and future recourse cash flow payments from the HWPF. Generally the value of such charges will fall if withdrawals are
higher than expected.

This risk is controlled through business retention activities and regular monitoring of persistency experience, as well as through
product design.

Similar risks exist in respect of Standard Life Investment's third party assets under management and segregated funds business
written by Canada.

Longevity
Longevity risk reflects the risk that annuitants live longer than expected. The principal risk to the Group arises in respect of annuity
contracts writlen by the UK business and Canada.

The Group continues to write annuity contracts and to acquire additional risk as a consequence as we believe the business to be
sufficiently profitable to justify the risks of doing so.

This risk is controlled through regutar monitoring of the size of the exposure, longevity experience and control of business volumes.

The Group is also exposed to the risk that members of the defined benefit pension schemes operated by the Group live longer
than expected.
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Liqulidity risk

Definition The risk that businesses are unable to realise investments and other assets in order to settle their financial
obligations when they fall due, or can do so only at excessive cost.

Appetite The Group has no appetite to fail to meet its liabilities as they fall due.

The Group manages and mitigates liquidity risk by employing a variety of techniques as appropriate, including:
* Maintaining portfolios of assets that match the expected timing of payments of liabilitigs

» Close monitoring and active anticipation of the level of withdrawals based on expected customer behaviour
» Central co-ordination and management of group-wide contingency funding plans

¢ Central co-ordination of strategic planning and funding requirements

s Central monitoring, assessment and oversight of the investment of assets within the Group

» Maintaining a portfolio {currently undrawn}) of committed bank facilities

The Group also has the ability to invoke deferral terms on the majority of unit linked contracls. As at 31 December 2010 there were
no funds subject to deferral.

As a result of the policies and processes established with the objective of managing exposure to liquidity risk, the Group considers
the extent of liquidity risk arising from its activities to be de-minimis.

Operational and strategic risks

Definltion Operational risk is the risk of ioss, or adverse consequences for the Group's business, resulting from inadequate
or failed interna! processes, people or systems, or from external events.

Strategic risk is the risk associated with the robustness of the strategic planning process and threats to achieving
the strategy.

The Group has an appetite {or operational risks where exposures arise as a consequence of core strategic
activity. However, the Group has limited appetite for large operational losses due to the likely related reputational
damage and opportunity costs. The Group will seek to put effective controls in place to reduce operational risk
exposures, except where the costs of such controls exceed the expected benefils.

Appetite

Operational and sirategic risk exposures are actively managed with action planning and progress monitoring in place. The
operational risk processes and systems have been extensively revised and enhanced, together with a substantial programme of
education and skill improvements within the business. During 2010 the overall risk structure was revised with the creation of Chief
Risk Officers within the UK business, Standard Life Investments and the International business.

Operational risk is identified, assessed, managed and reported in a consistent and ccherent way across the Group and is recorded
on a single global system. The assessment of operational risk is linked to the objectives of each business, function or department.
Assessment considers financial impact, reputational impact, customer impact and strategic impact. We measure impact of risk both
before the application of controls/mitigation and post application. This ensures we are aware of control/mitigation dependencies.
Where risk is considered outwith appetite, or where the control environment is considered in need of improvement, then action
plans are created, maintained and delivered. These have visibility at a Group level and are actively managed.

Key operational and strategic risk themes include:
» Management of existing processes including the identification and implementation of controf improvements
¢ Management of information security: control enhancement and control performance monitoring

* Management of third party providers: identification of exposures, collaborative control enhancement and robust performance
indicators

* Projects and pregrammes: managing change and execution of projects through effective control and embedding business as
usual conirols as part of the design of future processes

« People: identification and management of the people risks {succession planning, skilling and resource levels)

« Delivering the strategic plan: ensuring that the risks associated with the delivery of our strategic plan are identified, assessed,

understood and mitigated
Reputational risk

The Group has an extremely low appetite for significant reputational damage or regulatory censure. This appetite
statement is embedded in our Group's risk culture and is reflected in our Group’s values, mission and vision.

Appetite

Find out more in Note 42 — Risk management of the IFRS Group financial statements, including an indication of the sensitivity of
the IFRS profit alter tax and a description of the key mitigations to specific risks. Sensilivities of the EEV are presented in
Note 16 — Sensitivity analysis of the EEV financial information.
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1.7 Our customers

We serve a wide variety of customers — individuals, financial advisers, corporate customers and large institutions. Making sure we
give our customers exactly what they need, in the way they need It, is central to our success. We continue to drive our
transformation by putting customers at the heart of everything we do.

We believe it's our responsibility to help customers get to grips with their finances. So even in these uncertain times, they can look
forward to the future with confidence and optimism. At the same time, they're reassured by the knowledge that we're secure and
that we'll invest their money responsibly.

Putting customers at the heart of our work means we've got to keep listening, responding and developing our understanding of
their needs and challenges. We know that customers want us to treat their money responsibly. We believe it’s our job to look after
their money better than they could themselves.

Our approach

Our approach to putting customers first has four main pillars:

* Making sure we offer products that are easy to access, understand and have tangible long-term benefils

» Being transparent about how our products work and what charges are involved

Helping customers handle their finances effectively, empowering them so they can make informed choices
» Making sure that Standard Life is easy to deal with and that we respond to customer needs

8uilding even better relationships

In 2010, we spcke to 8,500 customers and 7,500 potential customers. We asked them about our service and communications and
how helpful or otherwise they found them. We ran 16 sessions across the UK where our senior team, including David Nish and our
non-executive Directors met up with groups of customers to hear their views and opinions. We now have approximately 900
members in our online community, with 200 regular, active users who give us frequent feedback on topics like our literature,
products, new propositions and the effects of the first budget of the new government.

New us, new look

In February 2011 we tock another important step on our transformation journey when we launched our new brand and visual
identity. It's a clear signal that our focus is very sharply on the customer. Our brand is more than just a new look — it's about the
way we work and it underpins the experiences we create. It strengthens our relationships with customers and differentiates us
strongly from competitors. We're an organisation that helps customers look forward to their financial future with confidence and
optimism. This is summed up in our new strapline, The Way Forward.

The results
In 2010, this resulted in a number of initiatives with customers at their heart including:

Active Maney Personal Pension .

Our research showed us that 28-40 year olds in the UK needed a different kind of pension product. They needed different ways of
interacting with us, as well as high levels of flexibility. We developed the Active Money Personal Pension for them. After testing its
content and application process, we got hugely positive teedback, with customers describing their experience as modern,
straightforward, informative, friendly, easy, sensible, Hexible, professional, clear and personal. In November, we launched the
option for customers to apply directly online.

www.standardlife.co.uk relaunches
We listened to what our customers told us and we redeveloped our website to meet their needs more closely. This meant
improving the structure and design, and simplifying the content.

QOur website now:

+ Engages customers with clear, interactive and open content designed to help them get to grips with their finances
* |ets customers apply for the Active Money Personal Pension online

* Has tools to help customers become more confident in making financial decisions

Supporting financial advisers

We're also broadening and deepening our relationship with advisers. Last year we launched a campaign to get advisers' feedback
on the technology we offer. We asked them what would make a difference to them, and ultimately, their customers. This is our core
focus. Based on feedback, we widened our pension proposition to cover both personat pensicns and the specialist SIPP market.
This now lets our IFA partners offer more choice to customers.

We are very focused on supporting advisers through the changes that will occur once the requirements of the Retall Distribution
Review are implemented. A key development will be an enhanced retail investment platform. This solution will allow advisers to
access all of their customers’ assets and trade on all of their customers’ assets on a single platform. In February 2011 we launched
the first phase of this solution via our award-winning Adviserzone, with additional enhancements being made throughout the year.

We want to go beyond the traditional product provider relationship with advisers. A good example of this was our acquisition of
threesixty and Focus Solutions — businesses who offer specialist support to advisers. We also tock steps to help advisers manage
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their investment process by launching a new investment propasition. To make it easier for them to manage risk effectively, we
made a number of improvements to our platform, including introducing bulk re-balancing.

Corporate customers

We redesigned the pack employees receive when they join their corporate pension scheme. We worked with employees
throughout the redesign to make sure our ideas were working. The new pack gives them the information they want in a format they
like. In 2010, more than 400,000 employees managed their flexible benefit options through our technology.

In February 2011, we launched the employee benefits platiorm, Lifelens. This cutting-edge technology lets employers offer and
showcase all employee benefits and rewards through one single application. It means all members of corporate savings schemes
get an easily accessible, personalised, single view of their benefits package. It directly promotes financial wellbeing by giving
customers greater ownership of their benefits package.

Treating Customers Falrly

We have embedded the Financial Service Authority’s Treating Customers Fairly (TCF) principles across the business. In 2010 we
carried out a review o make sure that TCF is linked to and supports our strategy of putting customers at the heart of our business.
The review showed that TCF is still embedded and highlighted oppartunities to enhance our approach. We're imptementing this
throughout 2011.

Satisfied customers

Uk

We're keeping close tabs on our customers' thoughts and views of the
service we give. We do a survey twice a year with customers who have been
in touch with us recently. It shows the long-term trend is very positive. In
2010, 69% of customers we surveyed said they'd be likely or very likely to
recommend Standard Life to family or friends. We've also introduced a new
way for people to give us feedback on our service levels straight after they've
talked to us on the phone,

UK customer satisfaction

ga% 87%

78% 82%
)
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In 2010 our UK business was recognised with awards, including:
¢ Financial Adviser Service Awards:
- Lite and pensions five star provider award
* Finance and Technology Research Centre (FTRC):
- Group SIPP received the top 'eee’ rating for four consecutive years
- Group Personal Pension ‘eee’ rating for five consecutive years
- Group Contracted-in Money Purchase 'eee’ rating for four consecutive years
- SIPP and SIPP specialist ‘eee’ rating for three consecutive years
- Wrap platform 'eee’ rating
* UK Pensions Awards:
- Bundled/Full Service Defined Contribution Provider of the Year
+ Financial Adviser Life & Pensions Awards:
- SIPP and/or SSAS Provider of the Year for five consecutive years
- Best Income Drawdown Provider for four consecutive years
* Aherdeen UK Platform Awards:
- Wrap Piatform of the Year
» Professional Adviser Awards:
- Best Website for IFAs

Canada

High quatity customer service is the basis of our growth strategy. We focus on building retention and strong customer relationships.
In 2010, our client retention level based on internal methodology was 94.4%. We're constantly investing in technology, training and
processes to help us provide the level of service our customers need and expect. This includes continuing to enhance web-based
functionality across our group lines. This makes it easier for both sponsors and paricipants to administer our products.

Source: ORC International.

Our customer focus has earned us a number of awards throughout the year, including:
+ Best Financial Services Integrated Advertising for our 'One key, countless possibilities’ multimedia campaign, highlighting our
success in connecting with our customers
* Insurance and Financial Communicators Association Awards:
- Award of Excellence: Group Savings and Retirement — ‘Welcome kits’
- Award of Excellence: Group Savings and Retirement Summary of Pension Legislation in Canada
* Environics Adviser Perception Study:
- Ranked first in seven out of nine criteria measuring the quality of the wholesaler
» Excellent rating in the DALBAR Trends and Best Practices in Defined Gontribution Pension Plan Statements report
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Business review continued

1.7 Our customers continued

International

One of our core values is to deliver exceptional customer service and always put our customers at the heart of our thinking. In
2010, we actively managed our customer relationships which led to very good customer retention in Ireland and Germany. In Hong
Kong we developed additional web-enabled services which will add further customer value to our propositions.

All International cperations are committed to maintaining the highest level of customer service. This commitment to customer
service was acknowledged during 2010 by various awards recelved by our operations including:

» The German business won two awards for cutstanding service and broker support

+ The offshore bonds business received an International Adviser Award for ‘Best Adviser Support and Customer Service — UK
Offshore’

« The offshore bond business also received two significant awards at the International Fund and Product Awards 2010, which
recognises achievement in the offshore financial services industry: one for the Best Interational Life Product (UK) for our
International Bond and one for the Best Service Initiative for our anline trading

¢ In India, HDFC Life's YoungStar Super plan was voted Product of the Year 2010 in the insurance category by a consumer
survey on product innovation

Global investment management

Our business is undermpinned by strong investment performance achieved by rigorously applying our ‘focus on change’ investment

philosophy. High quality support by our client service teams — combined with this strong invesiment performance — won us a

number of awards in 2010 including:

+ Best Investment Service Provider 1993 to 2010 from Financial Adviser in recognition of our long-term commitment to the IFA
community over the fast 18 years

« |nvestment Provider 5-Star Award at the Financial Adviser Service Awards. Standard Lite Investments has secured success in
the 5-Star category in 14 of the last 15 years

* The Scottish Financial Services Award in recognition of its role in promoting stewardship and for excellent performance

+ The Standard Life UK Smaller Companies Trust Plc has, for the fourth year running, won the UK Smaller Companies category
at the Moneywise Investment Trust Awards

+ Best Fund - Equity Global High UK category at the Lipper Awards for the performance of its Managed Fund over a three and
five year period
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1.8 Our people

To become a more customer-focused business we need to develop and hamess the talents of our people, working closely with
them to make change happen. We believe that highly engaged people are mere productive and have a positive effect on profit and
shareholder value. So, in 2010, we began transforming our performance, talent and leadership practices to help strengthen the
relationship that each individual employee has with our business. During 2011 we will continue to focus on increasing leadership
capability, ensuring our leaders are equipped to help our people grow and fulfil their potential.

Employee engagement

Building on our previous annual surveys of employee engagement, in quarter 2 2010 we launched the Transformation Tracker as a
mechanism by which we could capture cur people's views and attitudes towards our transformational journey. Their feedback was
then utilised to help shape our activities and ensure that communications were fit for purpose, relevant and effective.

The second Transformation Tracker ran in November 2010, with the results we expected following a pericd of significant change.
We will use these results to build on our successes this year, and to inforrn how we do things in 2011.

In 2011 we will be launching our refreshed approach to monitoring, measuring and tracking employee engagement within Standard
Life. We're working with the Hay Group on a new survey that will give us a more complete view of what influences each
employee’s relationship with Standard Life.

We have embarked on a group-wide programme of aclivity to bring to life what we stand for as an organisation when we are at our
best. A wide cross-section of our pecople have been coming tegether to share stories of what it looks and feels like when we do the
right thing for our customers, collaborate with each other and care about our stakeholders in all of our geographies and
communities. The richness of these stories contributes to strengthening the environment we work in, and in delivery of our core
business objectives.

Leadership and talent

A priority is to ensure that we have the depth and flexibility of talent we need for the future, as well as powerful and consistent
leadership at alt levels of the business. In 2010 we made good pregress in moving towards these objectives. We made significant
changes at senior levels, with 40% of executives leaving during the year and many others moving to new rales that will support our
transformation and new organisation design. At the same time we increased the ratio of internal appointments into this level as a
result of previous investment in building talent pipelines.

All our executives are in the process of completing 360 degree feedback against our leadership framework and establishing
individual development plans. In the autumn we ran a series of 'leadership conversations' across different parts of the Group for
people leaders, to deepen their understanding of their role in leading our transformation and support their development as leaders.
Through these sessions, and other activities across the Group, all people leaders are expected to establish a development plan to
build and develop their leadership and support delivery of personal objectives.

During the year we atso infroduced three new leadership development programmes, tailored to the needs of team, area and senior
leaders. Pilots have been run successfully across the Group in 2010. The roll out imetable in Canada is well under way. Places
are available for 480 UK and Eurcpean leaders in 2011,

We continue to invest in building the strength and depth of our talent up through the organisation. A group-wide organisational
review created the opportunity to make a number of key appointments at senior levels and to move and reposition our talent for the
future. We have begun our third intake into ADS (Accelerated Development Support), our process to support the development of
senior leaders with high potential, taking the total numbers involved to 60. In addition, we launched a similar process for emerging
leaders and will extend this further in 2011. The quality and effectiveness of our talent processes was recognised through ADS
being awarded the Talent Management Programme of the Year by Hr NETWORK (Scotland).

We continue to attract and recruit high calibre graduate entrants across the range of our programmes, with just under 40 new
people joining Standard Life in 2010, along with a number of intemns.

As a consequence of these and other activities, the strength of our internal talent pipelines and depth of succession coverage is
steadily improving. We wil! also continue to strengthen our senior leadership and executive populations as required.
Senlor management incentivisation

Our senior management are incentivised with a remuneration package which comprises a fixed salary, an annual bonus and a
Long-Term Incentive Plan (LTIP), designed to deliver our long-term strategy.

The annual bonus measures performance against clear financial and non-financial {customer, people and strategic) targets set out
in personal scorecards for both Group and personat cutcomes.

The 2010 and 2011 LTIP targets are entirely focused on IFRS operating profit before tax (excluding joint ventures} designed to
deliver our three-year strategic plan. Full details of the LTIP targets are included in the Directors’ remuneration repor.
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Business review continued

1.9 Basis of preparation

Overview

Our Business review for the year to 31 December 2010 has been prepared in line with the Companies Act 2006 and the Disclosure
and Transparency Rules (DTR) issued by the Financial Services Authority (FSA). The Chairman’s statement, the Chief Executive's
statement, the Chief Financial Officer's statement, the Sustainability section and the Corporate governance report form part of this
Business review. Under section 417 of the Companies Act 2006, DTR 4.1.8 and DTR 4.1.9, the Group is required to provide a fair
review of the business and a description of the pringipal risks and uncertainties facing the Group. Principal uncertainties are
detailed in Section 1.1 — Group overview. Principal risks are delailed in Section 1.6 — Risk management and Note 42 of the IFRS
Group financial statements section of this report. To provide clear and helpful information, we have also considered the voluntary
best practice principles of the Reporting statement: Operating and Financial Review (OFR) issued by the Accounting Standards
Beoard (ASB).

The Group's financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS), as
endorsed by the Eurgpean Union (EU). However, our Board believes that non-Generally Accepted Accounting Principles (GAAP)
measures, which have been used in the Business review, together with other measures that are calculated in accordance with
IFRS, are useful for both management and investors and make it easier to understand our Group's performance.

The most important non-GAAP measures in the Business review include IFRS operaling profit and European Embedded Value
(EEV) information. All non-GAAP measures should be read together with the Group's IFRS income statement, statement of
financial position and statement of cash flows, which are presented in the Group financial statements section of this report.

IFRS and EEV reporting

The financial results are prepared on both an IFRS basis and an EEV basis, All EU-listed companies are required to prepare
consolidated financiat statements using IFRS issued by the International Accounting Standards Board (IASB) as endorsed by the
EU. EEV measures the net assets of the business plus the present value of future profits expected to arise from in-force long-term
life assurance and pensions policies. The IFRS financial results in Section 1.2 of the Business review and in the Group financial
statements section of this report have been prepared on the basis of the IFRS accounting policies applied by the Group in the
Group financial statements section of this repaont. The EEV basis has been determined in accordance with the EEV Principles and
Guidance issued in May 2004 and October 2005 by the Chief Financial Officers (CFO) Forum. The CFO Forum represents the
chief financial officers of major European insurers, including Standard Life. EEV methodology has been applied to covered
business, which mainly comprises the Group's long-term savings business. Non-cavered business is reported on an IFRS basis.
The EEV financial results in Section 1.3 of the Business review and in the EEV financial information section of this report have
been prepared in accordance with the EEV methodology applied by the Group in Note 17 of the EEV financial informaticn section
of this report for 2010, and in the relevant EEV methodology notes included in the Annual Report and Accounts 2009 in respect of
the comparative period.

IFRS and EEV operating profit

The 2010 IFRS reconciliation of consolidated operating profit to profit for the year, presented on page 91 of this repon, presents
protit before tax attributable to equity holders adjusted for non-operating items. The 2010 EEV consolidated income statement on
page 206, presents EEV profit showing both operating and non-operating items. By presenting IFRS and EEV results in this way,
the Directors believe they are presenting a more meaningful indication of the underlying business perfermance of the Group.

Key differences between the IFRS and EEV bases

IFRS EEV

For new business, profits expected to arise on the contract For new business, all profits expected to arise on the contract
in filure years are not recognised. Not all acquisition costs are recognised at the point of sale. Future profits are

are deferred and therefore the IFRS results recognise the discounted to a present value using an appropriate discount
initial cost or strain associated with writing long-term rate over the lifetime of the contract.

business. Profit on in-force business is recognised with the unwind of the
Profit on in-force business is the statutory surplus for the risk discount rate as future cash flows move one year nearer to
period adjusted for the amortisation of deferred acquisition realisation. Adjustments are also made to profit in order to
costs. reflect changes to current best estimate assumptions.
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Sustainability
Standard Life believes that acting responsibly and with integrity is essential to our long-term success and that it can also create
value for our customers, shareholders, employees and the communities we work in. Sustainability is firmly at the heart of our

overall business strategy. That means always understanding our long-term economic, environmental and social impacts, and
ensuring our organisation focuses on the needs and expectations of our customers.

Being a sustainable business

As a major business, we believe we have responsibilities to our customers, our people, our shareholders and society in general. To
make sure we are focusing on the right things, we listen to our stakeholders and act on what's important to them — which is good
for the long-term sustainability of our business and helps us make a meaningful contribution to society too.

A new strategy

2010 was a year of change for Standard Life. We looked at how we could do more to meet the expectations of our stakeholders
and support the aims of our business, Qur Group Transformation Programme was established in Q1, 2010 to help enable us to
realise the strategic vision of becoming a truly customer-focused, long-term savings and investment company. Since then, we've
introduced a new leadership structure and implemented crganisational changes across our business. David Nish talks about all
these changes in the Chief Executive statement.

In February 2010, we also began a comprehensive review of our Corporate Responsibility (CR) strategy. This involved developing
a new strategy for Sustainability, which ties our responsibilities to our stakeholders more closely to our long-term business
objectives. It's the next ambitious step on our journey — being a good corporate citizen and more importantly a sustainable
business. It builds on what we've already achieved with four key pillars:

» Listening and responding to customers

s Operating and growing responsibly

+ Developing and engaging our people

s Contributing to the environment and our communities

The Corporate Responsibility Committee agreed our new sustainable business strategy in 2010, and since then we have been
working to put it in place across the Group.

Sustainable business strategy

Sustainable business strategy framework

Our business strategy:
Driving shareholder value by becoming a leading customer-centric business,
focused on long-term savings and investment propositions in our chosen markets

T

Our aspiration:
We will achieve success by giving our customers the
confidence to loock forward to a well-planned financial future

o T W T

Listening and Operating and Developing and Contributing to the
respending to growing engaging our envirenment and
customers responsibly people our communities

Underpinned by our brand values:

Easy, Predictable, Beneficial and Responsible
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Improving financlal capabllity

The recent economic downturn has made many people look closely at what businesses do for society. In the UK, only 53% of
people aged 18 to 65 are actively saving, and only one in six believe they are saving enough for retirement. We want to change
this.

Our business aspiration is 'to help our customers look forward to their financial future with confidence and optimism’. So it makes
sense that our community and education activities are focused on equipping people with the skills and knewledge they need to
help them do that.

The Standard Life Charitable Trust (SLCT) was set up in 2009 and its focus is mainly to help people in need develop skills to
manage their money. SLCT is currently in discussions with several partners about potential projects.

Pillar 1: Listening and responding to customers

We want our customers to become our greatest supporters, so we've been listening more closely to what they tell us. To put it
simply, we are working harder to eam the right to ptay a more important role in their lives. That's why we've put customer
relationships at the heart of our business and sustainability strategy.

By working more closely with the people who save and invest with us, we aim to understand more about what's important to them.
So we can respond in ways that meet their needs and strengthen their relationship with us.

Our approach has four key elements:

s Providing accessible products and services that are easy to understand and help customers to face their financial futures with
confidence

+ Being open about our products and how they work, and highlighting any charges customers might need to pay

» Educating people about finance, so they can make informed choices

+ Making sure that Standard Life is easy to deal with and responds to customer needs

Customer satisfaction

Customers are at the heart of what we do. By keeping a close eye on our refationships with them, we quickly find out where we
could do better. Then we invest in the technology, training and processes that will help us give customers the service they want
from us.

For example, twice a year, we carry out a customer satisfaction survey with UX customers who have recently contacted us. The
results show that we're doing better over time. In 2010, our overall customer satisfaction rating went up to 84% in wave 1 and 87%
in wave 2 (2009: 78% and 82%). 69% of customers we surveyed said they would be ‘likely’ or ‘very likely’ to recommend Standard
Life to family or friends. We also won a number of awards for good customer service. You can find out more about these on page
37.

We are firmly committed to the Financial Services Authority’s Treating Customers Fairly (TCF) principles and have implemented
these across our business. In 2010, we carried out a review to make sure that TCF is linked to and supports our strategy of putting
customers at the heart of our business. The review showed that TCF is embedded across our business, and highlighted
opportunities to further enhance our approach. We're implementing this throughout 2011.

Responding to customer feedback

We aim to be open, honest and helpful when communicating with our customers. In 2010, 16,371 pecple took part in our research
activities and 8,854 of these were our customers. Based on their feedback, one of the first improvements we made was to refine
our telephone system’s voice recognition. When customers call us, they now hear exactly how long it will take to get through to a
team member, and an explanation of how the system works.

Customers often commented on our 0845 numbers, because they saw them as expensive. As a result, we changed some of our
customer service lines to 0800 freephone numbers in December. We also made it easier to use our online services outside
business hours and we began sending cut a new ‘in-a-nutshell’ booklet with annual statements, to help customers find more
information on our website. You can read more about how we are listening and responding to customers at
www.standardlifelistens.com

In 2010, we resolved 5,838 complaints, the number of complaints significantly down from 13,045 in 2009. We have had fewer
complaints across all complaint types, with significant reductions in the number of complaints relating to the Pension Stering Fund
(down to 665 from 2,667 in 2009) and to poor investment performance.
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Sustainahility continued

Pillar 2: Operating and growing responsibly

We believe in managing and growing our business responsibly. For us this means:
» Investing responsibly and with integrity

» Reducing and managing risk

* Responsible sourcing

Standard Life Investments supports the principles of good stewardship set out in the Financial Reporling Council's UK Stewardship
Code, published in July 2010. We believe it's important for companies and long-term investors to have relationships based on
accountability, engagement and trust. We also know we must be accountable for the stewardship of our customers’ assets.
Because of this, we aim to talk openly and honestly with investors about how we engage with the companies in their portfolics. The
feedback from investors shapes our approach.

Investing responsibly

We analyse policies and practices on governance, environmental and social matters as an integral part of our investment process.
Standard Life is also a signatory to the six United Nations Principles for Responsible Investment.

Where possible, we use our influence to encourage best practice standards in the way these issues are managed at the
companies we invest in, Qur aim is to protect and enhance the value of our clients’ investments. That's why we voted at 1,954
shareholder meetings during 2010 and had 557 meetings with company directors, company secretaries and other senior
managers.

Responsible sourcing

In 2010, we spent £299 million on purchasing products and services ranging from IT to catering. Making sure the products and
services we buy are sustainable and responsibly sourced is something we take seriously. We have introduced a due diligence
questionnaire to make sure our suppliers are financially stable, and we request information on their environmental, health and
safety, diversity and sccial awareness policies as part of this process.

Representatives from Group Procurement and our Sustainable Business team sit on the Financial Services Purchasing Forum’s
Corporate Social Respensibility Sub-Group, through which we keep up with best practice.

Pillar 3: Developing and engaging our people

We can only be a successful and sustainable custemer-focused business if we have the right team. So we work to recruit, retain
and develop the best people for the job. To do that, we have to be clear about the skills and resources we need to support our
business goals. In 2010, our people strategy focused on attracting and developing talent; encouraging, recegnising and rewarding
good performance; and managing our workforce fairly and supportively as we transform our business.

Attracting talent

In 2010, we introduced our new resourcing strategy. This is helping us find new talent from more sources and is raising our profile
in our chosen job markets. We are already seeing positive benefits of our new resourcing strategy including reduced recruitment
costs.

Developing our talent

We are focusing on talent and leadership as one of the ways of delivering our business goals and transforming us into a more
customer-focused organisation. We've established a Group-wide integrated leadership development framework designed to meet
Standard Life’s specific leadership aspirations. Currently, there are 59 senior leaders participating in our Accelerated Development
Support (ADS) programme, which is designed to strengthen our succession planning and develop a talent pipeline across the
business.

Making performance matter

Qur aim is to be a truly customer-centric business. To make that happen, we need a high-performance environment and a shared
vision that encourages accountability and responsibility across the Group and links our strategic ambitions at every level:
individual, team and business unit.

During 2010, we kept developing our Making Perfermance Matter programme. This helps individual employees become more
accountable, by linking performance with reward. To ensure everyone is focused on achieving our business goals, we developed
performance scorecards for the Group Executive Team and intrcduced measurable objectives for all our other employees. Our pay
and bonus schemes support this by recegnising and rewarding good performance.

Effective leadership

To turn our business goals into reality and meet our strategic cbjectives, we need streng, effective leaders. Qur Group-wide
leadership framework sets out our aspirations and the qualities that will help us make sure our performance is sustainable, our
people are engaged and our leaders are effective. Over time, we will use it to select people for specific roles, identify leadership
potential, drive career development, and advise on performance and reward.
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In 2010, we focused particularly on developing our leaders. This included:

+ Updating our group-wide leadership programme in line with our strategy

» Providing 360° feedback and individual development ptans for afl our Executives and Directors

+ Piloting a new leadership development programme, to be rolled out among 480 UK, Canadian and European leaders in 2011
» Strengthening talent succession throughout our organisation

= Over 800 Standard Life senior employees attending the Leadership Conversations event in November 2010

Plilar 4: Contributing to the environment and our communitles

We aim to work responsibly and with integrity. As well as influencing better environmental practices through responsible investing
and sourcing, we also work to minimise the effect our business has on the environment, and support the communities we work in.

Consldering the environment

Climate change is a key consideration for every responsible company. We are committed to making sure that our business is
sustainable and prepared for a lew-carbon economy. Our environmental strategy is to consume less of the world's resources,
recycle more waste, and dispose of what remains as sensitively as possible. We apply this to all our main environmental issues.
These are energy, paper use, waste and emissions from business travel. Our environment policy covers 100% of our wholly owned
businesses.

In 2010, our carbon footprint was 23,000 tonnes. This means we have reduced our Group carbon footprint by 22% since 2006. The
amount of energy our Group used remained stable at 61,050 MWh — a reduction of 19% since 2006. We continued to invest in
energy reduction projects such as “free-cooling’ chillers for our main data centre and low-energy LED fighting for our head office
estate. We also cut our paper consumption again. This was down 5% on 2009 and is now 32% lower than in 2006. We've achieved
this by communicating with more stakeholders online, improving our in-house printing and print management capabilities, and
reducing waste.

We use a network of environmental champions, policy owners and Green Teams to help us roll ocut environment programmes
around the Group. Where possible, we also invite local partners into our buildings to provide practical advice and he!p our people
reduce their carbon footprint.

In November 2010, Standard Life was recognised at the Green Business Awards as one of the top five carbon performers. We
were a ‘highly commended’ runner-up in the Carbon Emission Performance category, with energy savings of more than 40% over
the last 10 years.

We afso;

» Ranked 12" in the FTSE 350 Carbon league table, topping the life insurance sector

» Gained a listing in the Garbon Disclosure Project FTSE350 Leadership index with a score of 82%

« Took part in ClimateWise, the Carbon Disclosure Project and the Prince’s Mayday Network

« Won a ‘Financial World Innovation Award' for our Group Secretariat's continued efforts to promote online and email
communications. They've reduced paper use in mailings by 37% since 2007.

Community Investment

In 2010, our community work covered the three areas of our Corporate Community Investment {CCl) framework. These were:

« Working Life: providing people, including our own employees, with skills and knowledge for employment and to help them
through life

» Financlal Life: supporting initiatives to help people develop their financial capability

* Healthy Life: helping individuals and communities to develop positive health and wellbeing

Throughout the year we ran:

= 377 Step up in Life workshops, which helped thousands of young people with job applications and interviews
« BB Skills for Life workshops, helping around 2,000 young people develop key communication, problem-solving and customer
service skills

We also continued to work with Haven Enterprises, a social enterprise based in Glasgow, to offer temporary employment contracts
to disadvantaged people to help them with the transition to work. A similar model operates in Canada with people from the West
Montreal Re-adaption Center.

We supported too many projects to cover them all in detail here, but you can find out more at
www.standardlife.com/sustainability

As part of our new sustainable business strategy, we reviewed our CCI policy, which covers activities like these. Going forward,
our community work will focus more on helping pecple develop financial skills and employability, and on getting our employees
involved.
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Sustainability continued

Supporting charities

We want to support charities tong-term to bring lasting benefits to communities, so we give our people the opportunity to get
involved with an array of different charities. We use the London Benchmarking Group, a member-driven group of mara than 100
leading companies, to help us to manage, measure and report on the contributions we make to the wider community. In 2010, our
people volunteered 14,824 hours to good causes and our total spend on community activities was £5.9m.

Charitable fundraising is one of the ways we can help address important issues in wider society. In 2010 our people made a
valuable contribution to projects ranging from cancer research and disaster refief to those supporting children and young people.
Standard Life matched the funds they raised, and together we donated £1.41m. We also sponsored the only Royal National
Institute for the Blind Welfare Rights Officer in Scotland. The officer helps visually impaired people to become more financially
secure. This sponsarship has helped visually impaired people claim over £1 million in benefits they were entitled to and might
otherwise have missed out on.

Looking forward

We will keep thinking long term to ensure that our business is sustainable. Geing forward, we aim to concentrate more on our
customers and the issues that affect them.

More specifically, in the year ahead, we will:

+ Embed our sustainable business strategy across our business

+ Develop a new Corporate Community Investment framework and range of suitable programmes

» Refocus some of our community and education programmes on improving financial capability

« Continue to understand and take action to address the needs and expectations of our customers, people and other stakeholders
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Board of Directors
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Gerry Grimstone
Chairman

Appeinted Chairman in May 2007, having
been Deputy Chairman since March 2006.
He became a director of The Standard Life
Assurance Company in July 2003. He is
also Chairman of Candover Investments
plc. Gerry held senior positions within the
Department of Health and Sociaf Security
and HM Treasury until 1986. He then spent
13 years with Schroders in London, Hong
Kong and New York, and was Vice
Chairman of Schroders’ worldwide
investment banking activities from 1998 to
1989,

David Nish
Chief Executive

Appointed Chief Executive on 1 January
2010, having been Group Finance Director
since November 2006 when he was
appointed to the Board. He is also a
Non-Executive Director of Northern Foods
plc and a board member of the Association
of British Insurers. David was previously a
Partner with Price Waterhouse, and
subsequently Group Finance Director and
then Executive Director, Infrastructure
Division at Scottish Power pic.
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Jackie Hunt
Chief Financial Officer

Appointed a Director and Chief Financial
Officer in May 2010. Jackie joined Standard
Life in January 2009. Before this, she held
various senior management roles at Aviva,
including Chief Financial Officer at Norwich
Union, After qualifying as a Chartered
Accountant with Deloitte & Touche in South
Africa, Jackie worked for
PricewaterhouseCoopers and Royal & Sun
Alliance before joining Aviva in 2003.
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Colin Buchan
Non-Executive Director

Appointed Director in January 2008. He is
Non-Executive Chairman of Standard Life
Investments Limited. Colin is afso a
Non-Executive Director of The Royal Bank
of Scotland Group plc and Blackrock World
Mining Trust plc. He was formerly Global
Head of Equities at UBS Warburg and a
member of the Group Management Board
of UBS AG.
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Crawford Gillies
Non-Executive Director

Appointed Director in January 2007. He is
also Chaiman of Scottish Enterprise,
Controt Risks Group Holdings Limited and
Touch EMAS Limited. Crawford spent 22
years with Bain & Company Inc, the
international management consultants,
where he was Managing Director Europe.
He was an independent member of the
DTI's Management and Strategy Boards
from 2002 to 2007, and chaired the DTI's
Audit and Risk Committee from 2003 to
2007.

David Grigson
Non-Executive Director

Appointed Director in November 2009, He is
also Chairman of Creston plc and a
Non-Executive Director of Ocado Group ple.
David spent much of his career in senior
financial executive positions, firstly with
Emap plc where he served as Group
Finance Director from 1989 to 2000, and
more recently with Reuters Group plc,
where he was Chief Financial Officer from
2000 to 2008, when Reuters Group became

Thomson Reuters Limited.
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Keith Skeoch
Executive Director

Appointed Director in May 20086, having
been a director of The Standard Life
Assurance Company since March 2006.
He is Chief Executive of Standard Life
Investments Limited. Keith joined Standard
Life Investments in 1999 as Chief
Investment Officer after nearly 20 years'
investment experience at James Capel &
Company Limited in a number of roles,
including Chief Economist and Managing
Director International Equities. He is also a
Director of the Investment Management
Association, and a member of the Advisory
Board of Reform Scotland.
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Baroness McDonagh
Non-Executive Director

Appointed Director in March 2007. She is
alsc a Non-Executive Director of TBI
Limited. Margaret is a business consultant,
having previously been General Manager of
Express Newspapers. From 1998 to 2001,
she was the General Secretary of the
Labour Party. She was appointed a Life
Peer in 2004,
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Kent Atkinson
Non-Executive Director

Appointed Director in March 20086, having
been a director of The Standard Life
Assurance Company since January 2005,
He is also Senior Independent Director and
Chairman of the Audit Committee of Coca-
Cola HBC S A., the Senior Independent
Director, Chairman of the Audit Committee
and a member of the Risk Committee of UK
Asset Resolution Lirnited (which includes
Northern Rock (Asset Management) plc and
Bradford and Bingley plc), and a Non-
Executive Directer of Gemalto N.V. From
1994 to 2002, Kent was Group Finance
Director at Lloyds TSB Group p!c and then
a Non-Executive Director unti! 2003.
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Sheelagh Whittaker

Non-Executive Director

Appointed Director in September 2009. She
is also a Non-Executive Director of Imperial
Qil Limited in Canada, where she chairs the
Corporate Governance and Nominations
Committee. From 1993 to her retirement in
2005, Sheelagh worked worldwide for
Electronic Data Systems in various key
leadership roles, initially as President and
CEOQ of EDS Canada and finally as
Managing Director, UK Middle East and
Africa. Before this, she was Vice President,
Planning and Corporate Affairs at the
Canadian Broadcasting Corporation and
then President and CEQ of Canadian
Satellite Communicaticns Inc.
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Lord Blackwell
Non-Executlve Director

Appointad Director in March 2008, having
been a director of The Standard Life
Assurance Company since June 2003,

He is the Company’s Senior Independent
Director. Lord Blackwell is also Chairman of
Interserve plc, a Non-Executive Director of
Halma plc, a board member of Ofcom, and
a Non-Executive Commissioner of
Postcomm, a Non-Executive Director of the
Centre for Policy Studies and an active
member of the House of Lords. From 1995
to 1997, he was Head of the Prime
Minister's Policy Unit and, subsequently,
Director of Group Development at Nationa!
Westminster Bank until 2000.

Board Committee members

Audit and Compliance Committee
« Kent Atkinson {Chairman)

+ Lord Blackwell

o Crawford Gillies

o David Grigson

+ Baroness McDonagh

Risk and Capital Committee

« Lord Blackwell (Chairman)

+ Kent Atkinson

« David Grigson

« Sheelagh Whittaker
Remuneration Committee

+ Crawford Gillies (Chairman)

+ Lord Blackwell

« Colin Buchan

« Sheetagh Whittaker
Nomination and Governance Committee
Gerry Grimstene (Chairman)
Lord Blackwell

Coalin Buchan

Baroness McDonagh

David Nish

Investment Committee

+ Colin Buchan (Chairman)

+ Kent Atkinson

+ Crawford Gillies

Corporate Responsibility Committee
+ Gerry Grimstone (Chairman)

* Baroness McDonagh

+ David Nish

You can find out more about how these Committaes

operate — including the duties of the members —on
pages §2 to 66,

*« & 8 8
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Directors’ report

The Directors present their annual report on the affairs of the Standard Life Group (the Group), together with the audited
International Financial Reporting Standards (IFRS), European Embedded Value (EEV) and Company financial statements, for the
year ended 31 December 2010.

Reporting for the year ended 31 December 2010

The Company is the holding company of the Group. The principal activities of the Group are to provide long-term savings and
pensions, protection and investment management preducts and solutions. You can find out about the activities of the Company's
principal subsidiary undertakings and their overseas branches in the Group overview and Business segment performance sections
of the Business review.

The main trends and factors likely to affect the future development, performance and position of the Group are outlined in the
Group overview section of the Business review. This was prepared by the Executive team in coenjunction with the Board and forms
the management report. Reviews of the operating and financia! perfermance of the Group for the year ended 31 December 2010,
of any important events after the year end and of likely future developments are given in the Chief Executive’s statement and the
Business review.

The Chairman’s statement, the Chief Executive's statement, the Chief Financial Officer's statement and the Business review,
together with the Cerporate governance statement and the Sustainability section, form part of this report. The Corporate
governance statement is submitted by the Board, and the Directors' remuneration report is submitted on behalf of the Board.

The results of the Group on both IFRS and EEV bases are presented in the Business review. A detailed description of the basis of
preparation for IFRS (including underlying profit) and for EEV results is set out in the Basis of preparation section of the Business

review. There is information about the Group's use of financial instruments and related financial risk management matters in Note
42 to the Group financial statements,

The Directors’ responsibility statement follows on page 56 and forms part of this report.

Forward-looking statements

The Chairman’s statement, Chief Executive's statement, Chief Financial Officer's statement, Business review and other sections of
this Annual Report and Accounts 2010 may contain forward-looking statements about the Group's current plans, geals and
expectations on future financial conditions, performance, results, strategy and objectives. Statements containing the words:
‘believes’, ‘intends’, 'expects’, ‘plans’, ‘seeks’, ‘anticipates’ and other words of similar meaning are forward-looking. All forward-
looking statements involve risk and uncertainty. This is because they relate to future events and circumstances that are beyond the
Group's control.

As a result, the Group's actuai future financial condition, performance and results may differ materially from the plans, goals and
expectations set out in the forward-looking statements. The Company will not undertake any obligation to update any of the
forward-looking statements in this Annual Report and Accounts 2010.

Dividend

The Board recommends paying a final dividend for 2010 of 8.65p per ordinary share on 27 May 2011 to shareholders on the
register of members on 18 March 2011. The total payment is estimated at £197m. Together with the interim dividend of 4.35p per
share paid on 18 November 2010, this makes a total dividend of 13.0p per share for the year (2009: 12.24p). During 2008, with the
approval of our shareholders, the Company introduced a Scrip dividend scheme. This allows shareholders the option to receive
additional ordinary shares instead of cash dividend payments. 44,854,401 shares were issued under the Scrip dividend scheme in
2010.

Shareholders who want to receive their dividends in cash can choose from a range of payment services. These include local
currency payments for shareholders who live in certain countries outside the UK, and a choice of some major currencies for
transfers to banks outside the UK. You can find out more about these shareholder services on the Shareholder information section
of our website at www.standardlife.com/shareholders

Share capital

You can find full details of the Company's share capital, including movements in the Company's issued ordinary share capital
during the year, in Note 26 to the Group financial statements.

On 31 December 2010, there were 2,283 million issued ordinary shares held by 119,955 registered members. The Standard Life
Share Account (the Company-sponsored nominee) held 1,048.7 million of those shares on behalf of 1,296,769 participants. There
is an analysis of registered shareholdings by size as at 31 December 2040 at the end of the Annual Report and Accounts 2010.

Details of ordinary shares under option in respect of the Standard Life Long-Term Incentive Plan (LTIP) and the Standard Life
Investments Long-Term Incentive Plan (SLI LTIP) are shown in Note 47 to the Group financial statements. Under the terms of the
LTIP and the SLI LTIP Trust Deed, the Trustees have waived all entitlements to current or future dividend payments for shares
they hold under option on behalf of participants between the vesting and exercise dates.

It is proposed that a Standard Life Sharesave Plan be established. You can find out more about this proposal in the AGM
guide 2011.
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During the year, and up to 4 March 2011, the Company received the following notifications in respect of major shareholdings and
major proportions of voting rights in accordance with the Disclosure and Transparency Rules of the Financial Services Authority
(FSA):

BlackRock, Inc.

Total Voting Rights

Following Percentage of
Date of Transaction Type of Transaction Transaction Voting Rights
25 January 2010 Disposal 111,473,643 4.98%
5 February 2010 Acquisition 113,476 584 5.07%
19 March 2010 Disposal 111,645,527 4.99%
26 May 2010 Acquisition 112,032,603 5.M%
31 August 2010 Disposal 107,145 469 4.74%
7 September 2010 Acquisition 117,562,257 5.20%
18 October 2010 Disposal 112,902,081 4.996%
14 Decomber 2010 Acquisition 114,670,858 5.02%
20 December 2010 Disposal 113,004 297 4.95%
24 January 2011 Acquisition 114,383,983 5.01%

Subject to applicable statutes (in this section the '‘Companies Acts'), any resolution passed by the Company under the Companies
Acts and other shareholders’ rights, shares may be issued with such rights and restrictions as the Coempany may decide by
ordinary resofution, or (if there is no such resolution or if it does not make specific provision) as the Board may decide. Subject to
the articles of association, the Companies Acts and other shareholders’ rights, unissued shares are at the disposal of the Board.

Every member and every duly appointed proxy present at a general meeting or class meeting has one vote on a show of hands.
On a poll, every member present in person or by proxy has one vote in respect of every share they hold. For joint shareholders, the
vote of the senior who tenders a vote, in person or by proxy, will be accepted and exclude the votes of the other joint holders. For
this purpose, seniority is determined by the register order of the names for the joint holding.

A member will not be entitled to vote at any general meeting or class meeting in respect of any share they hold, if any call or other
sum then payable by them for that share remains unpaid or if they have been served with a restriction notice (as defined in the
articles of association) after failing to provide the Company with informaticn about interests in those shares required to be provided
under the Companies Acts.

From time to time, the Company may, by ordinary resolution, declare dividends up to the amount recommended by the Board.
Subject to the Companies Acts, the Board may also pay an interim dividend, and any fixed rate dividend, whenever the financial
position of the Company, in the opinion of the Board, justifies its payment. If the Board acts in good faith, it is not liable to holders
of shares with preferred or pari passu rights for losses which arise from paying interim or fixed dividends on other shares.

The Board may withhald payment of all or any part of any dividends or other monies payable in respect of the Company’s shares
from a person with a 0.25% interest (as defined in the articles of association) if that person has been served with a restriction
notice (as defined in the articles of association) after failure to provide the Company with information about interests in those
shares, which is required to be provided under the Companies Acts.

Subject to the Companies Acts, rights attached to any class of shares may be varied with the written consent of the holders of not
less than three-quarters in nominal value of the issued shares of that class (excluding any shares held as treasury shares). These
rights can also be varied with the sanction of a special resolution passed at a separate general meeting of the holders of those
shares, At every such separate general meeting {(except an adjourned meeting) the quorum shall be two persons holding or
representing by proxy not less than one-third in nominal value of the issued shares of the class {calculated excluding any shares
held as treasury shares).

A shareholder's rights will not change if additional shares ranking pari passu with their shares are created or issued — unless this is
expressly provided in the rights attaching to their shares.

Except as on page 52, there are no specific restrictions on the size of a holding or on the transfer of shares. Both are governed by
the general provisions of the Company’s articles of association and prevailing legislation and regulation. The Company's aricles of
association are on the Governance section of our website at www.standardlife.com/about/governance You can also get a copy
from Companies House, or by writing to the Group Company Secretary and General Counsel. The arlicles of association may be
amended by special resolution of the shareholders.

Annual Report and Accounts 51




Directors’ report continued

The Board may decline to register the transfer of:

+ A share that is not paid

+ A certificated share, unless the instrument of transfer is duly stamped and accompanied by the relevant share certificate or
other evidence of the right to transfer, is in respect of only one class of share and is in favour of no more than four joint
transferees

= An uncertificated share, in the circumstances set out in the uncertificated securities rules (as defined in the articles of
association) and where the transfer is in favour of more than four joint transferees

« A certificated share by a person with a 0.25% interest in the Company, if that person has been served with a restriction notice
under the articles of association, after failing to provide the Company with information about interests in those shares as set out
in the Companies Acts (unless the transfer is shown to the Board to be pursuant to an arm's length sale under the articles of
association).

These restrictions are in line with the standards set out in the FSA's Listing Rules and are considered to be standard for a listed
company. The Directors are not aware of any other agreements between holders of the Company's shares that may result in
restrictions on the transfer of securities or on voting rights.

You can find details of the Company's employee share plan, The Standard Life (Employee) Share Plan, in Note 47 to the Group
financial statements. The Trustees of this plan vote the appropriate shares in accordance with any instructions received from
participants in the pfan.

No person has any special rights of control over the Company’s share capital and all issued shares are fully paid.

Following sharehclder approval of amendments to the Company's articles of association given at the 2010 Annual General
Meeting (AGM), the Company no longer has a set amount of authorised share capital.

At the 2010 Annual General Meeting (AGM), shareholders granted the Directors limited power to:

= Allot the Company's ordinary shares up to a maximum aggregate amount of £74,546,828
Disapply. up to a maximum total nominal amount of £11,182,024 or 5% of its issued ordinary share capital, shareholders’
pre-emption rights in respect of new ordinary shares issued for cash

« Make market purchases of the Company's ordinary shares up to a maximum of 223,640,486 or 10% of its issued ordinary
shares

The total number of shares issued under the Scrip dividend scheme in 2010 amounted to 1.96% of the Company's total issued
shares on 31 December 2010. The Company did not make any market purchases of its ordinary shares during the year ended
31 December 2010, and has not done so since then and up to the date of this report.

Contractual arrangements

The Directors consider that contractual or other arrangements that are essential to the business of the Group are in place with the

following:

+ Standard Life Investments Limited — provision of investment management services

+ Citibank N.A. London Branch — provision of fund administration and fund accounting services

= The Bank of New York Mellon {International) Limited (formerly The Bank of New York Europe Limited) — provision of
administration services in respect of collective investment schemes

+« FNZ (UK} Limited — provision of customised administration and custodial services for cur WRAP platform

= {Capita Registrars Limited — provision of share registry services

¢ IBM United Kingdom Limited — provision of hardware and software services

Significant agreements

The following significant agreements contain provisions that entitle the counterparties to exercise termination or other rights in the
event of a change of control of the Company:

+ Undera £500m revolving credit facility with U.S. Dollar Swingline option between the Company and the banks and financial
institutions named therein as lenders (Lenders) dated 29 May 2009 (as amended and restated on 30 November 2010 (the
Facility}), in the event that (i) any persons or group of persons acting in concert gains control of the Company or (ii) Standard
Life Assurance Limited ceases to be a member of the Group, then any Lender may elect within a prescribed time frame to
cancel its cutstanding commitment under the Facility and declare its participation in all cutstanding loans, together with accrued
interest and all amounts accrued immediately due and payable, whereupon the commitment of that Lender under the Facility will
be cancelled and all such outstanding amounts will become immediately due and payable.

* Under a shareholders' agreement dated 15 January 2002 between The Standard Life Assurance Company and Housing
Development Finance Carporation Limited (HDFC), pursuant to which the Group holds its interest in HDFC Standard Life
Insurance Company Limited (HDFC Standard Life), upon a change of control of the Company, HDFC potentially has the right to
terminate the joint venture and to compulsorily acquire the Group's shares in HDFC Standard Life on termination of the joint
venture, although the enforceability of these rights is not certain under Indian faw.
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+ Under a shareholders’ agreement dated 10 June 2003 {as amended) between Standard Life Investments and HDFC, pursuant
to which the Group holds its interest in HDFC Asset Management Company Limited (HDFC AMC) upon a change in the
ownership structure of Standard Life Investments that results in the acquisition by a third party, either directly or indirectly, of
more than 20% of the issued, subscribed and paid-up capital of Standard Life Investments, HDFC will have 90 days from the

date upon which SLI notifies it in writing of the occurrence of such a change to purchase the Group's shares in HOFC AMC ata

mutually agreed price.

« Under a joint venture agreement dated 12 October 2009 (as amended) between Standard Life plc and Tianjin TEDA
Intemnational Holding (Group) Co. Ltd. (TEDA), pursuant to which the Group holds its interest in Heng An Standard Life
Insurance Company Limited {(Heng An Standard Life), upon a change of control of the Company, TEDA has the right to

terminate the joint venture and to purchase, or nominate a third party to purchase, the Group's shares in Heng An Standard Life

for a price determined in accordance with the agreement.

A number of other agreements contain provisions that entitle the counterparties to exercise termination or other rights in the event
of a change of control of the Company. These agreements are not considered to be significant in terms of its likely impact on the
business of the Group as a whole. The Directors are not aware of any agreements which provide for compensation for loss of
office or employment that occurs because of a takeover bid.

Directors and thelr interests

The Directors who served during the year were:
* Geny Grimstone {Chairman)

« David Nish (Chief Executive)

« Jackie Hunt (appointed on 14 May 2010)

» Keith Skeoch

« Kent Atkinson

* Lord Blackwell {Senior Independent Director)
» Colin Buchan

* Crawford Gillies

» David Grigson

+ Baroness McDenagh

+ Sheelagh Whittaker

The Directors' biographies are on pages 48 to 49.

When appointing and replacing Directors, the Company is governed by its articles of association, the Companies Acts and related
legislation, The powers of Directors are described in the Company’s articles of association. The Company also complies with the
relevant provisicns of the UK Corporate Governance Code.

All of the Directors, other than Jackie Hunt, will retire at the 2011 AGM and, being efigible, will offer themselves for re-election.
Jackie Hunt will retire and, being eligible, will offer herself for election.

The Directors’ interests in the Company’s ordinary shares, the employee share plan and the share-based executive Long-Term
tncentive Plans are set out in the Directors' remuneration report, together with details of the executive Directors' service contracts
and non-executive Directors’ appointment letters.

During the year, no Director had any interest in the Company’s listed debt securities or in any shares, debentures or loan stock of

the Company's subsidiaries. Also, no Director had any material interest in any contract with the Company or a subsidiary

undertaking which was significant in relaticn to the Company's business, except:

+ The henefit of a continuing third-party indemnity provided by the Company (in accordance with company law and the
Company's articles of association)

« Service contracts between each executive Director and subsidiary undertakings

Copies of these documents are available for inspection at the Company's registered office during normal business hours and will
be available for inspection at the Company’s 2011 AGM.

The Company maintains directors’ and officers’ liability insurance on behalf of its Directors and officers. The Company also

maintains a continuing third party indemnity policy for the boards of trustees of the UK, Irish and Canadian staff pension schemes.

The trustees include individuals who are directors of subsidiaries within the Group.
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Directors’ report continued

Employees

Our ambitious strategic agenda coupled with a dynamic external environment demands a continued focus on driving significant
changes in our values, our behaviours and our arganisational structures. Our Group Pecple Strategy continues to address both the
immediate shorter term operational pricrities and the mid to longer term organisational agenda. We will continue to build on the
work that has been done to date to focus on our key people pricrities including:

= Strengthening our leadership

« Developing our arganisational capability
= Transforming the way we work

« Building the environment we work in

In 2010, 46% of our people completed the transformation tracker survey, which was used to measure employee attitudes and
feelings towards Standard Life's transformation. The results were as expected following a period of sigrificant organisational
change, but demonstrated that our people are increasingly aware of our key transformational themes. We'll be using these results
to further build on our successes of 2010, and inform how we do things in 2011.

In 2011 we will see the launch of our refreshed approach to monitoring, measuring and tracking employee engagement within
Standard Life. Working in conjunction with the Hay Group a new survey will be rolled out to provide a holistic insight into the views
and opinions of our pecople spanning the breadth of factors which influence their role in and relationship with Standard Life.

The Group is committed to creating a diverse and inclusive environment, and providing equal opporiunities in recruitment, working
environment, learmning and development. Successfully managing and valuing our diversity supports our talent, performance and
leadership goals. We have continued to strengthen our commitment to diversity and inclusion, with group-wide diversity and
inclusion fraining carried out through online and face-to-face learing.

We recognise that positive employee relations are vital in engaging our people and achieving business goals. Constructive staff
representation provides an essential means of informing the Group's strategy through the views and insights of our people. There
are different staff representation arrangements across separate jurisdictions in the Group. In the UK, most employees are
represented by the Group's staff associations, VIVO and Bridge. Until its disposal, Standard Life Healthcare employees in
Boumemouth were represented by Unite. In Ireland, there is an established procedural agreement with Unite, and a Works Council
was established in Germany during 2008. Group-wide staff representation principles were agreed in 2009, and will be used to keep
developing the effectiveness of employee representation across the Group,

As part of the way we manage performance, each employee takes part in a regular discussion with their manager. They agree
outcomes and talk about their aspirations, strengths and limitations — and how these can be applied, developed and addressed at
work. As cutlined in the Directors’ remuneration report we introduced performance scorecards in 2010 which clearly set out the
measures for senior executives and the Group as a whole.

The Group remains committed to providing a working environment that is free from bullying, harassment and discrimination. We
treat pecple with disabilities fairly in relation to job applications, training, promation and career development. Adjustments are
made to support and train staff who become disabled during their employment to enabie them to continue and develop in their role.
The health and safety of all employees is a priority, and is reviewed at regular intervals. Each business within the Group is
responsible for ensuring that it complies with the Group’s People policy and Health and Safety policy.

On 31 December 2010, 75% of the Group's employees were Standard Life shareholders. The Standard Life {Employee) Share
Plan allows employees to buy ordinary shares in the Company directly from their eamings — up to a total market value of £125 per
month, or an equivalent sum in the relevant currency. These are called partnership shares. For each partnership share that an
employee buys under the plan, the Company matches the purchase by allocating them one ordinary share, up {o a maximum total
value of £25 per month, or an equivalent sum in the relevant currency. On 31 December 2010, 85% of eligible employees in the
UK were making a monthly average contribution of £43. A similar tax-approved plan is used in Ireland and has a 49% take-up.
Even though the plan cannot be structured on a tax-favourable basis in Canada, Gemrmany and Austria, more than 700 employees
in these countries are buying shares each month. At the AGM we will put forward a resolution seeking shareholders’ support to
adopt the Standard Life Sharesave Plan. This would sit atongside the present Standard Life (Emplcyee) Share Plan and give
employees ancther opportunity to buy shares in Standard Life. Initially it will be for UK-based employees but over time we will look
at rolling this out more widely, subject to local tax and regulatory constraints.

Environmental matters and social and community issues
You can find out about the Group's approach to environmental matters, including the impact of the Group's business on the
environment, and information on social and community issues, in the Sustainability section of this report.

Creditor payment policy

It is the Group's policy to agree payment terms at the start of business with each supplier and to pay all creditors promptly and in
accordance with contractual and other legal obligations. The Group's payment policies and practices are in line with the guidelines
issued by the Chartered Institute of Purchasing and Supply. For Group activities, the average time {aken to settle supplier invocices
was 29 days (2009: 25 days). This is based on the average daily amount invoiced by suppliers during the year.
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Charitable and political donations

Payments made by the Group for charitable purposes during the year totalled £258 631 (2009: £342,797). Of this, £197,815 (2009:
£265,750) was given to the UK resident charities, the Institute of Cancer Research, Barnardos and Oxfam's Haiti Appeal. The
Standard Life Charitable Trust we set up during 2009 has received approval from the Office of the Scottish Charity Regulator and
HM Revenue & Customs. It was formally launched in 2010 and further details are included in the Sustainability section.

The Company considers that it did not make any donations to any political party, organisation or election candidate, or incur any
political expenditure in 2010. The Company did purchase tickets to allow it to be represented at the party conferences of the
Labour and Conservative parties. An element of the ticket price was then allocated by the parties towards their party funds. The
total allocated in this way was £1,840.

Auditors

Resolutions to reappoint PricewaterhouseCocpers LLP as auditors to the Company and to authorise the Directors to determine
their remuneration will be proposed at the 2011 AGM.

At the date of approving this report, so far as each Director is aware, there is no relevant audit information, being infarmation
needed by the auditors in connection with the preparation of their report, of which the auditors are unaware. Having made
enquiries of fellow Directors and the Company's auditors, all the Directors have taken all the steps that they ought to have taken as
Directors in order to make themselves aware of any relevant audit information and to establish that the auditors are alsc aware of
that information.

Events after the Reporting Period
In December 2010, the Company announced its intention to acquire Focus Solutions Group plc as part of its strategy to offer end

to end solutions to IFAs, bank distribution partners and end customers. The acquisition was completed in January 2011. You can
find further detail of the transaction in Note 51 to the Group financial statements

Annual General Meeting

The Company’s AGM will be held at 2pm on Tuesday, 17 May 2011. As well as considering separate resolutions relating to the

Company's Annual Report and Accounts 2010, the Directors’ remuneration report, a final dividend, the reappointment of the

auditors (and the setting of their fees) and the individual election or re-election of all of the Directors of the Company, sharcholders

will be asked to consider proposals to:

+ Grant the Directors limited power to allot the Company's ordinary shares and to disapply, to a limited extent, shareholders’
pre-emption rights in respect of new ordinary shares issued for cash

» Grant the Directors limited authority to make market purchases of the Company's ordinary shares

« Grant the Company and its subsidiaries limited authority to make certain payments and incur certain expenditure which might
inadvertently breach the provisions of Part 14 of the Companies Act 2006 (Control of Political Donations and Expenditure)

» Allow the Company to continue to benefit from the ability to call certain shareholder meetings on 14 days’ notice, as permitted
by the articles of association

» Adopt new arlicles of association

+ Approve the terms of the new Standard Life Sharesave Plan

The AGM guide 2011 tells you where the meeting will be held and how te get thers, and gives full details of the resclutions to be
proposed, together with explanatory notes.

On behalf of the Board

Malcolm J Wood, Group Company Secretary and General Counse!
Standard Life plc (SC286832)
10 March 2011
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Directors’ responsibilities for preparing the financial statements

The following statements should be read with the statement of auditors' responsibilities included in the independent auditors’
reports. They are made to help shareholders distinguish the respective responsibilities of the Directors and the auditors in relation
to the financial statements for 2010.

The Directors are responsible for preparing the Annual Report and Accounts 2010 and the Summary Financial Report 2010. Under
company law, the Directors are required to prepare and approve financial statements for each financial year, and the Directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
Group and the Company at the end of the financial year, and of the profit of the Group and the Company for that year. The
financial statements of the Group and the Company must be prepared in accordance with:

International Financiali Reporting Standards (IFRSs) as adopted by the European Union

The Companies Act 2006

The Disclosure and Transparency Rules (DTR) Directive issued by the Financial Services Authority

Article 4 of the IAS Regulation

In preparing these financial statements, the Directors are required to:
+ Select suiiable accounting policies and then apply them consistently
+ Make judgements and accounting estimates that are reasonable and prudent

+ State whether applicable IFRSs as adopted by the European Union have been followed, subject to any material departures
disclosed and explained in the financial statements

The Directors are responsible for ensuring that proper accounting records are maintained. These must disclose, with reasonable
accuracy at any time, the financial position of the Group and the Company and enable the Directors to ensure that the financial
statements and the Directors' remuneration report comply with the Companies Act 2006 and the DTR and that the Group financial
statements comply with Article 4 of the IAS Regulation.

The Directors are also responsible for:
« Safeguarding the assets of the Company and the Group

« Taking reasonable steps to prevent and detect fraud and other irregularities
« The maintenance and integrity of the Group’s website

UK legislation governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

Directors’ responsibility statement

Each of the Directors, whose names and functions are listed in the Board of Directors section, confirms that to the best of his or her
knowledge and belief:

1. The Group financial statements, which have been prepared in accordance with IFRSs as adopted by the EU, give a true and fair
view of the assets, liabilities, financial position and profit of the Group.

2. The Business review, which is incorporated into the Directors' report, includes the information required by DTR 4.1.8 and DTR
4.1.9, namely a fair review of the development and performance of the business and the position of the Group, together with a
description of the principal risks and uncertainties it faces.

By order of the Board
Gerry Grimstone, Chairman Jackie Hunt, Chief Financial Officer
10 March 2011 10 March 2011
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Corporate governance

The Board remains committed to high standards of corporate governance in directing the Group's affairs and in its accountability to
shareholders. The Directors believe these are key to managing our business effectively and delivering shareholder value over the
longer term.

This section of the Annual Report and Accounts 2010 reflects the requirements of the UK Cormporate Governance Code {formerly
‘Combined Code (2008)') (the ‘Code') issued by the Financial Reperting Council in June 2008 and available at www.frc.org.uk
Together with the Directors’ remuneration report, following this section, it explains how the Group's corporate governance
framework supports the way the Company applies all the Code's main principles of good governance covering:

« Organisational structure

+ Financial reporting, internal control and assurance procedures

= Risk management, including risk strategy, appetite and tolerance
= Processes to appoint and remunerate directors

« Contact with shareho!ders

The Board considers that, throughout 2010, the Company complied with all relevant provisions of Section 1 of the Code.

Going concern

The Group's business activities, together with the factors likely to affect its future development, performance and position are set
out in the Business review. The Business review includes a section on our cash flow ang capital management — Section 1.5 Capita!
and cash generation — and a section describing our key risks — Section 1.6 Risk management. Further details of the Group's risk
and capital management procedures and governance are outlined later in this section. In addition, the IFRS consolidated financial
statements include notes on the Group’s borrowings and subordinated liabilities (Notes 36 and 37); management of its risks
including market, credit and liquidity risk (Note 42); its contingent liabilities and commitments (Notes 45 and 46); and its capital
structure and position (Note 49).

The Group continues to meet Group and individual entity capital requirements, and day-to-day liquidity needs through the Group's
available credit facilities. The Company's existing revolving credit facility of £500 million does not mature until December 2013. The
Group has considerable financial resources together with a diversified business model, with a spread of business and geographical
reach. As a consequence, the directors believe that the Group is well placed to manage its business risks successfully.

After making appropriate enquiries, and taking account of the above, the Directors have a reasonable expectation that the
Company and the Group as a whole have adequate resources to continue in operational existence for the foreseeable future. For
this reason, they continue to adopt the going concern basis in preparing the financial statements.

Governance framework

The Group's governance framework is approved by the Board, kept under regular review and documented in the Board Charter
which is available on the Governance section of our website at www.standardlife.com/about/governance

The Nomination and Govemance Committee reviews the Board Charter regularly, taking into account developments in regulatory
guidance and corporate governance best praclice, and recommends any changes to the Board. The principles and pravisions of
the UK Corporate Governance Code will apply for the Company's accounting period which began on 1 January 2011. During 2010,
the Nomination and Govermance Committee and the Board spent time analysing and discussing the revisions to the Code, as well
as the recommendations in the final Walker Report, and understanding what they would mean for our governance framework, The
Board was keen to implement those recommendations that would strengthen our framework as an effective business support while
allowing the Group to continue to comply fully with the Code. Cne key result was that the Board established a Risk and Capita)
Committee in April 2010 to support its risk management responsibilities. You can find out more about this new Committee in the
Committee report and risk management sections of this report.

The Board Charter is complemented by the Group's Code of Business Conduct. This sets out our standards of behaviour in terms
of operational excellence, compliance responsibilities, customer service, our people and other stakeholders.

Role and responsibilities of the Board

The Boand’s role is to organise and direct the affairs of the Company and the Group to maximise value for shareholders, in
accordance with the Company's constitution and all relevant laws, regulations and corporate governance and stewardship
standards. The Board's role and responsibilities, collectively and for individual Directors, are set out in the Board Charter. The
Charter alse identifies matters that are specifically reserved for decision by the Beard. These include approving, overseeing and
challenging:

« Development and implementation of strategy, objectives and business plans

» Capital and management structures

+ Dividend policy

+ Financial reporting

» Risk management, including risk strateqy, appetite and tolerances and internal controls

+ Key Group policies

« Significant corporate transactions

+ Significant external communications
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Corporate governance report continued

+ Temns of reference of Board Committees
* Appointments to the Board and Board Committees

The Board regularly reviews items such as updates from the Chief Executive and the Chief Financial Officer on progress against
approved strategies, plans and budgets, as well as stock market and risk management updates. There are also regular
presentations from key business units and Group functions. The Chairman reports at each Board meeting on his activities since
the previous meeting. His updates include reports on any meetings he has had with major institutional shareholders.

Roles of the Chairman and the Chief Executive

The roles of the Chaimman and the Chief Executive are separate. Each has clearly defined responsibilities, which are set out in the
Board Charter,

The Chairman;

» Leads the Board and ensures that its principles and processes are maintained

* Promotes high standards of corporate governance

+ Ensures Board members receive accurate, timely and clear information on the Group and its activities

» Encourages open debate and constructive criticism

» Sets agendas for meetings of the Board with the Chief Executive and the Group Company Secretary and General Counsel
» Leads the Board and individual Director training needs and performance assessments

» Speaks on behalf of the Board and represents the Board to shareholders

The Chief Executive, within authorities delegated by the Board:

» Leads the other executive Directors and the Executive team in the day-to-day running of the Group

+ Develops appropriate capital, corporate, management and succession structures to ensure the Greup's objectives can be met
+ Makes and implements operational decisions

+ Develops strategic plans and structures for presentation to the Board

» Reports to the Board with appropriate, timely and high-quality information

* In conjunction with the Chairman, represents the Group to external stakeholders, including shareholders, customers, suppliers,
regulatory and governmental authorities, and the community

The heads of each Business unit and the Group functions manage their teams within authorities set out in the Board Charter.
These include reporting to the Chief Executive on how they are complying with Group policies and performing against approved
~ plans and budgets.

Board balance and composition

The Company's policy is that, apart frem the Chairman, at least half the Board should be made up of independent non-executive
Directors. This ensures that no individual Director or small group of Directors dominates the decision-making process. As at 4
March 2011, the Board comprises the Chairman, seven independent non-executive Directors and three executive Directors. The
Board comprises three women and eight men. The way the Board recruits Directors aims to ensure that an appropriate diversity of
views is represented around the Board table.

Board appointments

The collective business, operational and international strength of the Board is wide and varied. The Board's policy is to appoint and
retain non-executive Directors who can bring relevant expertise, plus the widest possible perspective to the Group and its
decision-making framework. It considers the advice of the Nomination and Governance Committee when making appointments.
The Board regularly reviews and refreshes the skills and experience required through rotational retirement and broad recruitment
searches.

Each non-executive Director serves for a fixed term not longer than three years. This term may then be renewed by mutual
agreement and re-election at the appropriate Annual General Mgeting (AGM). As long as the Board is satisfied with a Director's
performance, independence and ongoing commitment, there is no specified limit to the number of terms a Director may serve.
During 2010, the initial three-year appointments of Baroness McDonagh and Colin Buchan ended. Following a review of their
performance, led by the Chairman and the Nemination and Governance Committee, the Board agreed that their appointments
should continue for a second three-year term, subject to their re-election at the appropriate AGM.

The role of the non-executive Directors is to paricipate fully in the Board's work — advising, supporting and challenging
management as appropriate. Their role and responsibilities are laid out in the Board Charter. You can see the formal letter of
appaointment that non-executive Directors receive in the Board of Directors section of our website at
www.standardlife.com/about/board or by writing to the Group Company Secretary and General Counsel. Following the final
Walker Report recommendations and the recommendations of the FRC in the UK Corporate Governance Code, the Nomination
and Governance Committee reviewed the actual time commitment of the non-executive Directors against the expectation set out in
their letters of appointment. As a result, the time commitment specified in the appointment letter was increased from 25-30 days to
30-35 days. When non-executive Directors accept the terms of their appointment, they confirm that they are able to allocate
sufficient time to discharge their responsibilities effectively.
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Board composition
Board changes

As disclosed in last year's Directors’ report, David Nish, who was already a member of the Board, was appointed Chief Executive
on 1 January 2010. In May 2010, Jackie Hunt was appointed Chief Financial Officer, having served as Interim Chief Financial
Officer since November 2009. There were no other changes to the composition of the Board during the period.

Director election and re-election

Under the Company's articles of association, all Directors who were not elected or re-elected at the 2009 AGM or the 2010 AGM
must retire and offer themselves for re-election by shareholders at the 2011 AGM. New Directors must be elected by shareholders
at the AGM that follows their appointment by the Board. Non-executive Directors who have served on the Board for more than six
years will be proposed for re-election after the Chairman has evaluated fully their individual performance at a one-to-one meeting.
Those with nine years or more continuous service must offer themselves for re-election each year. No current Directors have
served for nine years or more,

However, recognising the relevant principle of the UK Corporate Governance Code, at the 2011 AGM all of the current Directors
except Jackie Hunt will retire and offer themselves for re-election; Jackie Hunt will retire and offer herself for election. There is
more about the proposed election and re-election of the Directors in the AGM guide 2011,

Director independence

The Board carries out an annual review of the independence of non-executive Directors. This considers all relevant issues
including their external appointments, any other positions they hold within the Group and any potential conflicts of interest. Their
individuat circumstances are also assessed against independence criteria, including those in the Code. Having considered the
matter carefully, the Board is of the opinion that all the non-executive Directors are independent in character and judgement and
that there are no relationships or circumstances likely to affect this.

Gerry Grimstone was Chairman of the Board throughout the year. He also continued in his role as chairman of Candover
Investments plc although, in accordance with Candover's market notification in December 2010, he will stand down as its chairman
on the completion of a restructuring of the company. Following the formal review of his performance, the Board is satisfied that he
rermains independent and has sufficient time to carry out his duties. Lord Blackwell served as Senior Independent Director
throughout the year. In this capacity, he provides a sounding board for the Chairman and is available to talk with shareholders
about any concerns they have not been able to resolve through the normal channels of Chaimman, Chief Executive or Chief
Financial Officer, or if a shareholder considers these channels are inappropriate. As Senior Independent Director, he is also
responsible for leading the Board’s discussion on the Chairman’s performance.

David Nish continued in his role as a non-executive director of Northem Foods plc. This position is in line with the Board's policy on
outside appointments.

Conflicts of interest

The Directors continued to review and authorise Board members' actual and potential conflicts of interest on a regular and ad hoc
basis in line with the autherity granted to them in the Company’s articles. As part of the process to approve the appointment of new
directors, the Board considers and, where appropriate, authorises their potential and actual confiicts. The Board also considers
whether any new outside appointment of any current Director creates a potential or actual conflict before, where appropriate,
authoerising it. During the year, the Board reviewed all previously authorised potential and actual conflicts of interest of the Directors
and their connected persons. It concluded that it was appropriate for the non-conflicted Directors to approve these until December
2011. Under the terms of the approval, conflicted Directors can be excluded from receiving information, taking part in discussions
and making decisions that relate to the potential or actual conflict.

Advice

Directors may sometimes need appropriate external professional advice to carry out their responsibilities. The Board's policy is to
allow them to seek this, at the Company's expense. All Directors alsa have access to the advice and services of the Group
Company Secretary and General Counsel, whose appointment and removal is a matter for the Board. The Group Company
Secretary and General Counsel is responsible for advising the Board, through the Chairman, on all governance matters,

Board effectiveness
Updating the review process

Board effectiveness is key to the Group's success, so the Board has, through the Nomination and Governance Committee,
developed a formal annual review process. This assesses how well the Board, its Committees, the Chairman and Directors are
performing collectively and individually. It also looks at how their performance could be improved. In 2010, the process continued
to develop. After analysing available tools, the Board once again engaged an external supplier to support a confidential online
questionnaire. The survey combined questions used in previous years with additional ‘best practice’ points. Each Director
completed questionnaires about the Board, each Committee the Director was a member of, the Chairman’s performance and their
own individual performance. Directors were encouraged to expand on their scorings and assessments with proactive narrative
comments on where the Board or Committee had performed well, and where they could improve.
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The questions covered:

+ The size and composition of the Board

+ The Board's knowledge and understanding of its markets, peers and stakeholders

+ The Board's input to setting strategy

* The Board's role in risk management and oversight

» The quality of information presented to the Beard

» The Board's interaction with its subsidiary businesses

+ The Board's interaction with senior managers and developing leaders across the Group

+ The processes that support the Board's activities and its meeting processes and agenda coverage
» The role, responsibilities and effectiveness of Board Committees

Reporting

The results were consolidated into a themed report by Group Secretariat. They were then considered by the Nomination and
Govemance Committee before being formally reported to the Board. The final report included comparative results for 2009 as well
as a progress update on the previous year's action plan evidencing the progress made, and a new action plan based on the latest
recommendations. Progress continues to be monitored and reported back to the Nomination and Govemnance Committee.

At the end of the exercise, the Board concluded that it had performed effectively. It alse agreed actions in areas identified for
improvement. These included:;

= Maintaining the Board's skills and expertise in the areas where the Group's business is growing and developing

+ Maintaining a well-researched and prioritised Group strategy

+ Allowing the Board to work with and support the Group's emerging leaders

+ Continuing to strengthen and focus the executive recommendations brought to the Board and its Committees

Each Committee followed a similar reporting and feedback process.
Chairman

The review of the Chairman’s performance was led by the Senicr Independent Director. It was based on formal feedback given in
the confidential online questionnaires from each of the other Directors. The feedback was summarised into a themed report, which
was distributed to all members, except the Chairman. The Directors, led by Lord Blackwell and without the Chairman being
present, met to consider the report on the Chairman's performance. They concluded that he continued to show great commitment
to the Group and had performed very effectively. Lord Blackwell was responsible for passing feedback from the review to the
Chairman and identifying any areas where the Chairman's development could be supported.

Directors

The Chairman led the performance review of individual Directors. He held one-to-one meetings with each of the Directors to
assess their individual performance and contribution against performance objectives set out in the Board Charter. Before these
meetings, the Directors assessed their own performance by completing a confidential online questionnaire, the results of which
were shared with the Chairman. The meetings were designed to review whether each Director was contributing effectively to the
Board and the Board Committees, and continued to have sufficient time to commit to the role. The meetings also considered
individual training and development opportunities for each Director.

The Chairman and the non-executive Directors also met formally and informally without the executive Directers present to discuss
various issues, including executive succession planning.

Continuous improvement

The Nomination and Governance Committee continues to consider the best way to support and improve future effectiveness
reviews. For 2011, the Board intends to follow a similar online survey and analysis process. This will allow comparison with the
2009 and 2010 results. The Board also discussed the principle in the UK Corporate Governance Code that the evaluation should
be carried out by an external facilitator every third year. In 2011, the process will build on the strong points of the 2010 approach,
and a facilitator will provide external scrutiny.

Director development

The Chairman, supported by the Group Company Secretary and General Counse!, is responsible for arranging a comprehensive
and structured induction for all new Directors. This induction is tailored to their individual requirements. Depending on these, the
formal programme includes:

» Meetings with each executive Director, key members of senior management, the heads of the operating businesses and Group
contral functions

+ Visits to business units

+ Meetings with the external auditors and the FSA supervisory team

+ An introduction to the Group's corporate governance framework and their individual responsibilities

» Key Board materials and information, shareholder and financial reports
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This programme aims to provide the background knowledge new Directors need to perform to their full capacity as soon as
possible after joining the Board. It gives them knowledge of:

« The Group's arganisational structure, strategy and business activities

¢ The key performance indicators, financial and operational measures and industry terminolagy
* The role of the Board and its Committees and their responsibilities

* The Group's corporate governance and risk management framework policies and procedures

When a non-executive Director is appointed to one of the Board's Committees, they receive relevant induction training. New
Directors are asked for their feedback on the programme to make sure that it keeps improving. During 2010, David Grigson and
Sheelagh Whittaker provided positive and constructive feedback on their induction programmes.

When Directors are appointed te the Board, they commit to broadening their understanding of the Group’s business. They are
invited to identify areas of the Group's activities, or relevant developments in the external business environment where they would
benefit from additional training. During 2010, specific Board training sessions tock place on IFRS Operating Profit, Solvency 2 and
the Bribery Act 2010. In addition, in Septermnber 2010, the Board met in the Group's office in Dublin. This gave the Directors the
opportunity to interact with key personnel in the Group's Irish operations and to explore specific local considerations in detail. If a
Director's annual appraisal with the Chairman identifies any individual training needs, the Company makes every effort to meet
these either using internal resourcas of external expertise.

Board meetings and meeting attendance

The Board and its Committees meet regularly, operating to an agreed timetable. Meetings are generally held in Edinburgh or
London. During the year, the Board held specific sessions to consider the Group's strategy and business planning. The Board also
has a formal procedure for holding unscheduled meetings. This is used when, exceptionally, decisions on matters specifically
reserved for the Board need to be taken urgently.

Directors are required to attend all meetings of the Board and the Committees they serve on, and to devote enough time to the
Company to perform their duties. The Board sometimes needs to call or rearrange meetings at short notice and it may be difficult
for all Directors to attend these meetings. Board and Committee papers are generally distributed before meetings. If Directors are
not able to attend a meeting because of confiicts in their schedules, they receive all the relevant papers and have the opportunity
to submit their comments in advance to the Chairman or the Group Company Secretary and General Counsel. If necessary, they
can follow up with the Chairman of the meeting. Directors’ attendance at the 2010 Board and Committee meetings is shown in this
table:

Number of mesiings 1 | e | 10 | 10

A

Compliance

Risk and Capital ?
Remuneration
Nomination and
Governance
Investment
Corporate
Responsibility /

°
=
o

x
T
=

A

David Nish 11 7 3
Keith Skeoch 11

Jackie Hunt'

N OO e UtivE,DItactarss & xa[ vl e o ; %ﬁ;
Kent Atkinson 11 6(c) 9
Lord Blackwell 11 6 10(c) 8 7
Colin Buchan i 9 7 4(c)
Crawford Gillies 11 3] 10(c) 4
David Grigson 11 5 10
Baroness McDonagh 11 6 7 3{c) - SLCT
Sheelagh Whittaker 11 10 10

Appointed to the Board on 14 May 2010.
Established April 2010,
{c) Committee/Standard Life Charitabte Trust (SLCT) Chairman
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Board Committees

The Board has established Committees that oversee, consider and make recommendations to the Board on important issues of
policy and oversight. At each Board meeting, the Committee Chairmen provide oral reports of the key issues considered at recent
Committee meetings, and minutes of Committee meetings are circulated to the appropriate Board members. The Committees
operate within specific terms of reference approved by the Board and kept under review by the Nomination and Governance
Committee. These terms are published on the Beard of Directors section of the Group’s website at
www.standardlife.com/about/board and are also available from the Group Company Secretary and General Counsel on request.
All Board Committees are authorised to engage the services of external advisers at the Company’s expense, whenever they
consider this necessary.

Committee membership is reviewed at regular intervals by the Chairman of each Committee and the Nomination and Governance
Committee. The Nomination and Governance Committee considers all new appoiniments before they are recommended to the
Board.

In 2010, the Board made an important change by estaklishing the Risk and Capital Committee. There is a report from this new
Committee below. As a result of this, in April 2010, the Audit, Risk and Compliance Committee was renamed the Audit and
Compliance Committee as many of its risk-oversight duties were taken over by the Risk and Capital Commitiee.

Audit and Compliance Committee

The Committee members are Kent Atkinson (Committee Chairman), Lord Blackwell, Crawford Gillies, Baroness McDonagh and
David Grigson. The Board considers them all to be independent non-executive Directors. The Board is satisfied that Kent Atkinson
and David Grigson have recent and relevant financial experience.

The Committee’s remit is to consider and to make appropriate recommendations to the Board on:

« Any matter relating to the financial affairs of the Group
+ The Group's internal and external audit arrangements
« The Group's intemal control, operational risk management and regulatory compliance arrangements

The Committee meets at least four times a year to coincide with the Company’s financial reporting cycle. At least once a year, it
meets with each of the external and internal auditors without management being present. Others invited to attend the Committee
meetings on a regular basis include the Chairman, the Chief Executive and the Chief Financial Officer. Other members of senior
management are also invited, including the Group Internal Audit Director and the Greup Chief Risk Officer, as well as the external
auditors.

Financial reporting

During 2010, the Committee reviewed the Group's draft:

Preliminary Results 2009

» Annual Report and Accounts 2009

Summary Financial Report 2009

Half Year Results 2010

Interim Management Statements issued in April and October 2010

.

L

The Committee recommended to the Board that these should be approved.

The Committee’s detailed review includes considering:

+ The Group's significant accounting policies and any changes made during the year

+ Significant estimates, judgements and actuarial assumptions applied and any changes made during the year

» Significant IFRS accounting and reporting issues and EEV methodology and assumption issues identified by management
= The clarity of disclosures in the IFRS and EEV financial statements

» The results of management's assessments of the Group's Going concern and Group solvency position

+ Relevant external financial reporting developments

¢ The views of the external auditors on all of the above

External audit

The Committee monitors the work of the external auditor. This includes reviewing how independent and objective the team is, in
the context of regulatory requirements and professional standards. It also assesses the effectiveness of the external audit process.
As part of its ongoing review of the effectiveness of the external auditor, the Committee:

= Assesses the team’s qualifications, expertise and resources

+ Considers the scope and planning of the external audit of the Group

» Reviews the audit findings with the external audit team

The Committee is satisfied that the external auditor continues to fulfil the terms of the engagement.

The Committee is also responsible for making a recommendation to the Board each year on the appointment, reappointment or
removal of the external auditor. It also approves the terms of engagement and remuneration for audit services. The external audit
was put out to tender in 2003, following which the present auditor was reappointed. The audit engagement partner rotates every
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five years in accordance with ethical guidelines. The Committee believes that the present auditor's performance and reappointment
should be considered fully every year. Because of this, there is a standing agenda item to review the performance of the auditor in
detail against the relevant duties in the Committee’s terms of reference. The members of the audit team are not present for this. As
part of this review, the Committee considers the performance of the engagement partner and the quality and succession planning
of the engagement partner and the senicr audit team. It also seeks the views of the senior membaers of the Group Finance team
who work most closely with the audit team. The Committee also considers the quality of the regutar reports received from the audit
team on the output of audit activities and the updates about independence and audit quality and technical knowledge. Following
the 2010 effectiveness review, the Committee concluded that it was appropriate to recommend to the Board that the present
auditor should be reappointed. The Committee’s recommendation is not restricted by any contractual obligations.

Non-audit services

The Board has approved a policy on the use of external audit for non-audit services and the Committee monitors the

implementation of the policy on behalf of the Board. The aim of the policy is to support and safeguard the objectivity and

independence of the external auditers. It does this by ensuring that the audit services provided are not impaired by the provision of

certain non-audit services. The policy prohibits the auditor from carrying out certain types of non-audit services. It also ensures that

where fees for approved non-audit services are significant, they are subject to the Committee’s approval. The services prohibited

by the policy include:

» Book-keeping or other services related to the accounting records or financial statements

= Financial infermation system design

* Appraisal or valuation services where the results would be material to the financial statements

+ Internal audit cutsourcing

* Actuarial catculations

* Management functions

+ Forensic audit services

« Temporary or permanent services as a director, cfficer or employee or performance of any decision-making, supervisory or
monitoring function

* Recruitment of senior management

The policy permits non-audit services to be purchased, fellowing approval, when they are closely aligned to the external audit
function. These include;

+ Advisory services in connection with acquisitions and disposals
+ Due diligence related to mergers and acquisitions

» Tax advisory services

+ Employee benefit plan audits

+ Aftesting to services not required by statute or regulation

+ Consultations concerning financial accounting and reporting standards not relating to the audit of the Group's financial
statements

At each meeting, the Committee reviews the schedule of non-audit services authorised and the level of fees paid. The non-audit
services policy requires the approval of the Chairman of the Committee before certain services are commissioned. You can find
details of the fees paid to the externat auditor for audit and non-audit work carried out during the year in Note 7 to the Group
financial statements. Non-audit services carried out during 2010 included tax advisory work and assurance services relating to key
corporate projects such as the disposal of Standard Life Healthcare, and the Group's pregrammes to prepare for Solvency 2,
including Quantitative Impact Study 5 {QIS 5).

Internal audit

The Committee considers the effectiveness of the Group's internal audit function, monitoring its independence and objectivity in the
context of professional standards. It also approves the scope and content of the annual internal audit plan and considers whether
the internal audit function is adequately rescurced. The Committee receives regular reports on the imptementation of the approved
internal audit plan, key findings of completed reviews, and updates on the implementation of recommended improvement actions.
The Group has an internal audit co-sourcing agreement with Emst & Young LLP, which runs until December 2011,

Risk framework

The Board approves the Group’s Enterprise Risk Management {ERM) framework. Until April 2010, the Committee oversaw the
effectiveness of its implementation. This included looking at the processes and initiatives in place to manage risks, receiving
regular update reports from the Group Chief Risk Officer on the development and implementation of the ERM framework and the
status of the key risks facing the Group. From April 2010, the Risk and Capital Committee tock on this implementation oversight
role, although the Audit and Compliance Committee has retained its oversight role in regard to operational sk as part of its duly to
oversee the effectiveness of the system of internal contrels. You can find out more about the ERM framework at the end of this
section.
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Financlal crime and whistleblowing

The Committee reviews the arrangements for employees of the Group to raise concerns, in confidence, about possible impropriety
in financial reporting and other matters. Any concerns are independently investigated and the Committee ensures that appropriate
follow-up action is taken.

Committee effectiveness

The Committee reviews its remit and effectiveness annually. Members complete an online self-assessment questionnaire and
review the Committee's terms of reference, After analysing the questionnaire responses in late 2010, the Committee concluded
that it had:

+ Performed effectively during the year

+ Fulfilled its duties under its terms of reference, and kept its terms of reference up to date

* Received sufficient, refliable and timely information from management and the external auditor to enable it to fulfil its
responsibilities

« |dentified certain areas where members felt they could be moere proactive

Advice and development

In carrying out its duties, the Committee is authorised by the Board to obtain any information it needs from any Director or
employee of the Group. It is also authorised to seek, at the expense of the Group, appropriate professicnal advice inside and
outside the Group, whenever it considers this necessary. Group Finance gave technical training to the Committee on topics
including IFRS Operating Profit and MCEV developments to make sure Committee members’ knowledge remains up to date.

The Committee’s terms of reference recognise applicable external guidance. They are available from the Group's website at
www._standardlife.com/about/board_committees

Risk and Capital Committee

The Board responded to the risk management recommendations in the final Walker Report by establishing the Risk and Capital
Committee in April 2010. The terms of reference of the Committee were drafted with reference to the relevant draft FSA regulations
and the risk issues raised in the Walker Report before being discussed by the Nomination and Governance Committee and
approved by the Board. The Committee is a Beard Committee and its members are Lord Blackwell (Committee Chairman), Kent
Atkinson, David Grigson and Sheelagh Whittaker, who are all considered by the Board to be independent non-executive Directors.
During 2010, the Committee met ten times as it established its working procedures and reporting requirements. The Group Chief
Risk Officer attends the Committee meetings and has the right of access to the Committae Chairman. Others invited to attend
Committee meetings on a regular basis include the Chairman, the Chief Executive and the Chief Financial Officer. Cther members
of senior management are also invited, including the Group Intemal Audit Director as well as the external auditors. The Committee
has the authority to meet without management being present if the members consider this necessary.

The role of the Committee is to provide oversight and challenge of, and advice to the Beard on:

+ The Group's current risk appetite, tolerance and strategy, material risk exposures and future risk strategy and their impact on
capital

« The structure of the Group’s Enterprise Risk Management Framework and its suitability to react to forward-looking issues and
the changing nature of risks

+ The risk aspects of major investments, major product developments and other corporate transactions

+ Material actuarial matters affecting the Group

+ Material risk and capital matters affecting the Heritage With Profits Fund

During 2010, it carried out this role through activities inctuding:

« Undertaking comprehensive training and awareness sessions on matters including capital measures, risk and control models
and specific products

» Considering emerging risks and current risks concems, including the Group's preparedness for the introduction of Solvency 2,
including QIS 5 and how these developments may impact the Group's strategy

+ Reviewing the Group's current stress and scenario programme and its results

+ Reviewing the processes to calculate and use the Individual Capital Assessment (UK) and the Dynamic Capital Adequacy
Report (Canada)

+ Reviewing Group risk appetites and tolerances in advance of Board approval

» Considering risk assessments related to major corporate transactions and product innovations

» QOverseeing the Group ERM framewoark to pravide assurance to the Board that it supports risk management across the Group.
You can find cut more about the ERM framework later in this section

* Providing advice to the Remuneration Committee on an arm’s length basis on various matters including whether specific risk
adjustments need to be applied to performance-related payments in incentive packages

Acknowledging the short length of time it had been established, the Committee also undertook a review of its own effectiveness as
part of the overall Board review programme. The members concluded that the Committee’s role and responsibilities were
comprehensive and that proper supporting processes were in place to allow the Committee to carry out its role.
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You can find out more about the principal potential risks facing the Group and how they are managed in section 1.6 of the
Business review. You can also find out more about risk exposures in Note 42 to the IFRS financial statements. The Committee’s
terms of reference are available from the Group's website at www.standardlife.comfabout/board_committees

Remuneration Committee

The Committee members are Crawford Gillies (Committee Chairman), Lord Blackwell, Colin Buchan and Sheelagh Whittaker — all
of whom are considered by the Board to be independent non-executive Directors. The Committee’s role is to consider and make
recommendations to the Board in respect of the overarching Group-wide remuneration policy, including:

+ Rewards for the executive Directors, senior executives and the Chairman

» The design and targets related to any employee share plan

» The design and targets for annual cash bonus plans below the executive level

+ Changes to employee benefits structures (including pensions) throughout the Group

The Chairman and the Chief Executive are invited to attend Committee meetings on a regular basis. The Group People and
Transformation Director and the Head of Group Reward are invited to attend to provide advice. During 2010, the Committee spent
time censidering the way remuneration is structured to support the revised strategic direction of the Group.

You can find details of the Group's current remuneration policies for the Directors and senior executives as well as more
information on the Committee’s activities in the Directors' remuneration report. The Committee's terms of reference are available
from the Group’s website at www.standardlife.com/about/board_committees

Nomination and Governance Committee

The Committee members are Gerry Grimstone (Committee Chairman), Lord Blackwell, Colin Buchan, Baroness McDonagh and
David Nish — a majornity of whom are considered by the Board to be independent non-executive Directors. The Committee’s key
roles are to review the leadership needs of the Board and the Group's senior executives, with a view to ensuring that the Group
continues to be able to compete effectively in the marketplace, and to oversee the development and implementation of the Group’s
corporate governance framework. It meets when required, making recommendations to the Board on new Director appointments
and carrying out other activities related to Board composition and reviewing Board effectiveness. Members of the Committee do
not take part in discussions when their own performance or continued appeintment is being considered.

Appointments to the Board

The Committee evaluates the Board's balance of skills, knowledge and experience, when considering new appointments. It then
prepares a description of the role, including the capabilities needed. Once a role description has been agreed, the Committee
interviews suitable candidates and makes appropriate recommendations to the Board. For Board appointments, the process
includes using external search consultants. During the year, following a structured search, the Committee recommended to the
Board the appointment of Jackie Hunt. The Committee alsc recommended to the Board that Colin Buchan should continue his
appointment to the Board for a second three-year term. In addition, the Committee reviews all recommendations to appoint
independent non-executive directors to the boards of subsidiary companies or as members of subsidiary board committees. The
Committee considers the input required from non-executive Directors. The annual performance evaluation checks that they have
sufficient time to meet their commitment to the Group. As a result of this review and considering the recommendations of the
Walker Report, the Committee recommended increasing the time commitment in the non-executive Director appointment letters
from 25-30 days to 30-35 days.

Succession planning and talent development

The Board recognises that effective succession planning and talent development are key to long-term succass. The Committee
reviews the succession planning and talent development pracesses, which take into account the skills and expertise required by
the Board and senior management to allow the Group to operate effectively. During the year, the Committee oversaw the revision
of existing, and the introduction of new, Group-wide talent development programmes at graduate and emerging leader levels as
well as an accelerated programme for senior leaders. Additionally, the Committee oversaw the introduction of individual
development plans for the Chief Executive, the rest of the Executive team and most other senior executives. The Committee also
monitors regularly the status of the succession plans for both the Executive team and senior executives. The results of the
Committee's reviews are presented from time to time to the Board for discussion and the Committee and the rest of the Board
have taken the opportunity to meet with key talent across the Group.

Corporate governance

The Board expects the Group to be a leader in corporate governance activities both through its own positioning and through its
stewardship and other activities. The Committee reviews the Group's corporate governance arrangements against relevant
generally accepted corporate governance standards. In particular, it reviews in detait the Group's compliance with Section 1 of the
Code, and makes appropriate recommendations on governance arrangements to the Board. Where appropriate, the Committee
submitted responses to corporate governance consultation documents. The Committee also considered the impact of the UK
Corperate Governance Code on the Group's governance framework and recommended to the Board that the revised provisions
and principles should be adopted where they will strengthen the current framework. The Committee also considers the potential
outside appointments of Directors, and refers any potential or actual conflicts of interest identified to the Board for discussion.

The Committee’s terms of reference are available from the Group's website at www.standardlife.com/about/board_committees
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Corporate governance report continued

Investment Committee

The Committee members are Colin Buchan (Committee Chairman), Kent Atkinson and Crawford Gillies. They are all considered by
the Board to be independent non-executive Directors. The Committee meets regularly to review and report to the Board on matters
relevant to the investment activities and stewardship role of the Group as an investor and fund manager, including specific
corporate governance and stewardship matters regarding investments managed by the Group. The Chief Executive and other
executives (where appropriate) of Standard Life Investments attend Committee meetings.

The Committee's terms of reference are available from the Group’s website at www.standardlife.com/about/board_committees

Corporate Responsibility Committee

The Committee members are Gerry Grimstone (Committee Chairman), Baroness McDonagh and David Nish. Mike Conway
resigned on 30 June 2010. The Committee oversees and provides guidance and direction on the Group's Sustainability (formerly
Corporate responsibility) programme. it also supports the Board's role in providing leadership on environmental and social issues.
The Committee's duties include keeping under review the Group's policies on Sustainability and making recommendations to the
Board on Sustainability issues. In 2010, the Commiittee completed a formal review of the Group's approach to Corporate
responsibility and developed a new Sustainability strategy that ties our responsibilities to our stakehelders more clesely to our
long-term business objectives.

The Standard Life Charitable Trust (SLCT) was established during 2009 and is a registered Scottish Charity with the Office of the
Scottish Charity Regulator. SLCT is a company limited by guarantee and is constitutionally separate from the Company. it is
chaired by Baroness McDonagh. The initial focus for SLCT will be to fund initiatives that develop the financial capability and
employability of individuals most in need of support, helping them reach their potential.

You can find more details about the Group's Sustainability activities in the Sustainability section. The Committee’s terms of
reference and a copy of the Group's Code of Business Conduct are available from the Group's website at
www.standardlife.com/about/board_committees

Communicating with investors

The Company continues working to develop an effective dialogue with all its shareholders, based on a mutual understanding of
objectives. As part of this, the Investor Relations department supports communication with institutional investors. During 2010, the
Group continued its programme of domestic and international presentations and meetings between the executive Directors and
institutional investors, fund managers and analysts. The wide range of relevant issues discussed at these presentations and
meetings covers business strategy, financial performance, operational activities and corporate governance — but excludes price-
sensitive information. The Chairman has his own contact programme and brings relevant issues to the attention of the Board.

The Board is equally committed to the interests of retail shareholders. These make up 99% of the Company’s total number of
shareholders and hold approximately 61% of the Company's issued shares. During the year, the Company continued to gather
shareholders’ views on the services and means of communication available to them. Their input has informed how the Company
communicates — particularly online — and how the Annual Report and Accounts 2010, Summary Financial Report 2010 and the
AGM guide 2011 are distributed. As a result of these procedures, the non-executive Directors believe that they are aware of
sharehalders’ and analysts’ views.

To give all shareholders simultaneous access to the Company's announcements, all material information reported via the London
Stock Exchange's regulatory news service is published on the Company's website.

The Chairman’s, Chief Executive's and Chief Financial Officer's statements and Business review in this Annual Report and
Accounts 2010 together aim to provide a balanced overall assessment of the Group's activities, performance and prospects. This
information will be supported by a presentation at the 2011 AGM — an event that provides a valuable opportunity for the Board and
shareholders to communicate. Shareholders will be invited to ask questions during the meeting and have an opportunity to talk with
the Directors after the formal part of the meeting. The voting results will be published on the Group's website at

www . standardlife.com after the meeting. These will include the number of votes withheld.

Institutional investor

Standard Life Investments, the Group’s principal asset management company, recognises the importance of good governance. As
a major investor, it monitors the governance of the companies it invests in. It also holds regular meetings with their senior
management representatives, The board of Standard Life Investments maintains detailed policy guidelines on corporate
governance, stewardship and voting. These guidelines support its approach to engaging and voting at shareholder meetings.
Standard Life Investments also makes voting reports available to clients and publishes summary information on its website. The
policy guidelines, which also cover social responsibility issues, are applied pragmatically, after all relevant information has been
carefully considered. When assessing the Company's compliance with the principles and provisions of the Code, the Nomination
and Governance Committee also reviewed the Company's compliance with these policy guidelines. The Commitiee concluded that
the Company complied with the guidelines during the year.

Standard Life Investments is a strong supporter of the principles of good stewardship that are set out in the Stewardship Code
published by the Financial Reporting Council in July 2010, believing that it is mutually beneficial for companies and long-term
investors such as Standard Life Investments to have a relationship based on accountability, engagement and trust. Standard Life
Investments has made public its processes to comply with the seven best practice principles. You can read more about this at
www.standardlifeinvestments.com
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Other information
You can find details of the following in the Directors' report and the Directors' remuneration repor:

Share Capital

+ Significant direct or indirect holdings of the Company's securities

Confirmation that there are no securities carrying special rights with regard to contro! of the Company
+ Confirmation that there are no restrictions on voting rights in normal circumstances

« How the Company's articles of association can be amended

+ The powers of the Directors, including when they can issue or buy back shares

Directors
* How the Company appoints and replaces Directors
+ Directors' interests in shares

Annual review of internal control

The Directors have overall responsibility for the Group's Enterprise Risk Management (ERM) framework and system of internal
control and for the ongoing review of their effectiveness. The framework is designed to manage, rather than eliminate, risk and can
only provide reasonable, not absolute, assurance against material misstatement or loss. The framework covers all of the Group's
risks as set out in detail below. In particular, with regard to regular financial reporting and preparing consolidated accounts, Group
Finance participates in the control seff-assessment and policy compliance elements of the ERM framework, Group Finance also
contains a consolidation team and supports the Technical Review Committee, which is made up of senior finance managers and
reviews external technical developments and detailed reporting and accounting policy issues. In addition, Group Finance maintains
an up-to-date Group Accounting Manual and sets formal requirements with business unit finance functions specifying the reports
and approvals needed. Group Internal Audit and Group Compliance regularly review the effectiveness of internal control and the
ERM framework, and both areas report their findings to the Audit and Compliance Committee. In line with the Code, and the further
guidance in the Turnbull Report, the Board has reviewed the effectiveness of the system of internal control. The system was in
place throughout the year and up to the date of approval of the Annua! Report and Accounts 2010. The review included evaluating
the Group's ERM framework and assessing significant internal control issues that were raised during the year in relation to
financial, operational and compliance risk controls. Where any significant control weaknesses were identified, the actions needed
to address them have been taken, or are being taken and monitored.

Risk management
Risk management is integral to the Group's corporate agenda. The Group’s risk strategy statement links value and risk in a
concise expression of our objectives, aligned with our corporate purpose.

The Group’s corporate purpose

To drive shareholder vatue through being a leading, customer-centric business focused on long-term savings and investment
propositions in our chosen markets.
The Group’s risk strategy

We recognise the need to manage long-term value creation,
cash flow and risk in a holistic manner in order to make
informed decisions to create and protect value in the Group's
activities.

ERM framework: key components

We are proactive in understanding and managing the risks to
our objectives at every level of the Group and ensuring that
capital is delivered to areas where most value can be created
for the risks taken.

The Group’s Enterprise Risk Management
framework

The Group has an ERM framework that enables risks to the
Group to be identified, assessed, controlled and monitored
consistently, objectively and holistically. During the year, we
have continued to strengthen the key elements of this
framework to ensure that it is aligned with external best
practice.
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Corporate governance report continued

Risk culture
Risk governance structure

As noted above, the Risk and Capital Committee was established in 2010 and its membership is made up of non-executive

directors. The Group Chief Risk Officer also attends meetings of the Risk and Capital Committee. The main role of this Committee

is to provide oversight and challenge of, and advice to the Board on:

« The Group's current risk appetite, tolerance and strategy, material risk exposures and future risk strategy and their impact on
capital

¢ The structure of the Group's ERM framework and its suitability to react to forward-looking issues and the changing nature of
risks

» The risk aspects of major investments, majer product developments and other corporate transactions

» Material actuarial matters affecting the Group

« Material risk and capital matters affecting the Heritage With Profits Fund

The Committee also provides advice to the Remuneration Committee on an amm'’s length basis on various matters including
whether specific risk adjustments need to be applied to performance-related payments in incentive packages.

The Group Enterprise Risk Management Committee (Group ERMC) which was established in 2007 is now well embedded and has
proven to be a highly effective and responsive executive forum for managing risk. The Group ERMC consists of the members of
the Executive team as well as the Group Chief Risk Officer. The committee meets at least monthly, and usually in conjunction with
the Executive team. The main role of this committee is to:

» Oversee compliance with the Group's ERM framework
+ Support the Chief Executive in the management of risk across the Group

The Group ERMC is supported by the Group Credit Risk Committee which was established in 2009. This Committee deals with all
types of credit risks arising from the current and proposed activities of the Group and its establishment consolidated much of the
oversight of the Group's credit risk activity.

Group Risk supports the operation of these risk Commitiees and provides assurance, assistance and advice to these Committees
as required. The Financial Risk and Capital Management Forum and Operational Risk Forum, which previously supported the
Group ERMC, were disbanded during the year with individuals in Group Risk assigned responsibility for fulfilling the functions
previously performed by these forums,

Group Risk is supported by the risk functions within the business units. These functions are responsible for providing assurance
that the financiat and non-financial risks inherent in business activities are identified and managed in accordance with the appelite
and limits approved by the Board and relevant subsidiary boards. They are also responsible for producing risk management
information for use within the business unit and for aggregation across the Group.

Three lines of defence

The Group operates a Three Lines of Defence model of risk management, with clearly defined roles and responsibilities for
committees and individuals:

First line: Day-to-day risk management is delegated from the Board to the Chief Executive and, through a system of
detegated authorities and limits, to business managers.
Second line: Risk oversight is provided by the Group Chief Risk Officer and established risk management committees,

including the Group ERMC. These management committees are supported by the specialist risk management
and compliance functions across the Group.

Third line: Independent verification of the adequacy and effectiveness of the internal risk and control management systems
is provided by the Audit and Compliance Committee, which is supported by the Group Internal Audit function,
and the Risk and Capital Committee.

Qualitative risk appetites

The Group has defined qualitative risk appetite principles and statements to provide guidance to our businesses and help to drive
our strategy in line with the Group's appetite for risk. The general principles are:

* The Group has no appetite for unrewarded risk

» The Group has no appetite for any risk that is not consistent with the delivery of our strategic objectives

» The Group's appetite for accepting risk is dependent on the expected retumn exceeding the cost of capital

« The price charged for accepting risk should seek to maximise the risk/reward profile; prices charged for our products should fully
reflect all risks

Quantitative risk appetites

Quantitative risk appetites are used to support the qualitative risk appetite statements and allow regular objective reporting of
exposures against risk appetites. The quantitative risk appetites use two key risk metrics that are a key focus of our risk
management activity. These are:

+ Excess working capital
« Shareholder value
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These metrics enable us to measure risk and capital consistently across the Group's diverse range of businesses, aclivities and
projects. They are intended to supplement, rather than replace, the wide range of metrics currently used throughout the Group, and
where appropriate, make allowance for local regulatory capital considerations. The Group's risk profile is assessed and reviewed
regularly.

Excess working capital Shareholder value

Shareholder cash that is in excess of
regulatory requirements, target solvency
requirements and any further operational
cohstraints.

Definition

The value of sharehaolders’ economic
interest in the Group's assets — that is the
present value of cash eamings on a
particular enterprise or activity.

Management of the primary source of
funding for the business, the strategic
activities of the Group and distributions to
shareholders.

Management

objective

Management of the financial strength of the
Group and delivery of long-term
shareholder value.

The reduction in excess shareholder cash
that a business might expect to see as a
consequence of a defined risk event,

Exposure

measurement

Loss in value that a business might expect
to see as a consequence of a defined rigsk
avent.

You can find out more about our approach to assessing risk exposures and establishing appetites for risk in the Risk and capital

models section.

ERM reporting

During 2010, Group Risk reviewed, developed and enhanced the content of management information delivered to the risk
committees. Group Risk expects to continue to monitor the ongoing appropriateness of this management information to ensure it

continues to meet the needs of the risk committees.

Risk control processes

Risk control processes are the practices by which we manage risk within the Group. Risk contro! processes are used to identify,
assess, contro! and monitor risk. They are defined in, and implemented through, the Group's policy framework.

Identify major sources of risk which may
affect equity holder returns and/or the
interests of the Group's policyhclders,
customers and other stakeholders.

Identify

Internal/external events and losses
Risk register and policies

Risk profile and ownership

Key processes and ownership
Rigk metrics/indicators

Gross and net risk assessment
Key controls

Benchmarks

Assess exposures to each major source
of risk, using qualitative and quantitative
techniques as appropriate.

Limits: thresholds/tolerances

Establish a defined response to risk.
Management selects the risk responses,
which may include aveiding, accepting,
reducing or transferring the risk exposure.

Control

Assurance mechanisms: Controf self-
assessment/policy compliance/second
line oversight/audit reviews

Current exposure to identified risks is

Monitar monitored and reported as required.

Reporting to committees and boards
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Corporate governance report continued

Policy framework

The policy framework supports the Group's corporate purpose by providing a consistent, high-leve! approach to managing the key
risks faced by the Group. It helps ensure that all businesses operate effectively, efficiently and comply with all applicable laws and
regulations.

The policy framework operates on three levels:

« Governing principles: articulate the Group's approach to
managing our key risks at the highest level, and
communicate how the policy framework supports the

Level
Ownership:
Executive sponsor

Governing

Group Strategy Principles
« Policies: support the governing principles and contain Level 2

clear standards stating what business units are required to Ownership:

do Group Pollcy Owner
» Procedures, contrels and communications: designed and

implemented by business units to meet the policy Level 3

standards in a manner appropriate to that individual Ownership:

business unit Business Unit

Operatlonal Risk and Control

The Group has a holistic approach to risk management and has recently completed an extensive programme of work to redesign
completely the processes and develop a Group-wide system. The full embedding of the processes and system (ORAC) is
continuing across the organisation.

Emerging risk management

The Group has defined a clear and simple process for identifying and managing emerging risks. The process provides for:
The identification of emerging financial and non-financial risks

The creation of action plans and identification of early warning indicators

The effective management of emerging risks by the appropriate risk committee

+ The passage of any risks identified into 'business as usual’ processes where appropriate

Extreme scenario testing and analysis is a key component of the emerging risk process and our method for camying it out has
been further embedded during the year. Extreme scenario testing serves to enhance our risk processes by subjecting our business
plans to a combination of stress events.

The Group's emerging risk management process:

External
cperational risk
event reporting

Industry news

Reéulatnry changcs. % : : 7o) i Gm ,‘ mﬂim ¥
; B (Ronvironmante | I , ? ; ; =oy
- - USKE? g pindicatora )

Analyst papers

ianegs

Market data

. Review, "
Risk assessment Exposure Risk appetites Business
normalises and menitoring measurgment defined as usual
y processes enviranimant . 4
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Risk and capital models

The Group continually strives to enhance our internal risk and capital modefs. Our main objective is to improve the consistency of
quantitative measurement of risk and use of capital across all businesses.

Within our model, the capital of the Group is quantified according to a number of metrics as described above. Businesses plan their
capital consumption using internally agreed targets, which are set to ensure that strategic objectives can be delivered under a wide
range of market and trading conditions. The risk exposures of the business units are assessed on the basis of the expected
variance in key metrics in response to specific risk events, covering the full range of risks to which the Group is exposed.

Strategic risk management

Strategic risk management forms an integral part of the strategic planning process and is directly linked to the Group's corporate
objectives. It provides a group-wide overview that links a!l business unils within the single framework. This process enhances the
Group's capability to assess strategic allocation of capital and the ability to identify, monitor and manage emerging risks.
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Directors’ remuneration report

This section of the Annual Report and Accounts explains how, why and what we pay to the Directors of Standard Life plc. The
tables at the end of this section have been audited by PricewaterhouseCoopers LLP and are marked as 'audited’ for clarity.

Intraduction

The Remuneration Committee's major challenge this year has been to ensure that the way we structure cur remuneration supports
the revised strategic direction of the Group, and the delivery of our strategy.

This has resulted in changes in executive remuneration. These changes strengthen the link between performance, reward and
strategy; ensure sound, effective risk management controls; and are consistent with the changing corporate governance
landscape.

Strategy and review

At the beginning of 2010, the Board approved four strategic goals to support Standard Life being a leading customer-centric long-
term savings and investments business:

Build on our strength in our pension savings and corpeorate benefits markets

Focus on the savings and investment needs of custemers in our chosen segments

Expand the global reach of our investment management business

» Maximise the capital value of our joint venture relationships

You can find out more about our strategic objectives in Section 1.1 of the Business review.

As part of this change in direction, the Remuneration Committee has sought to ensure that executive remuneration is aligned to the
new strategy, and that it gives senior management the clarity and incentive which suppoert the right outcomes.

For the 2010 performance year, we introduced a new annual bonus plan. This used performance scorecards to set both Group and
personal cutcomes for the year. The level of award to executive Directors was primarily based on the delivery of the Group
scorecard. Personal scarecards contained a comprehensive list of financial, strategic, customer, and talent goals, and were
tailored to the individual. To reflect the change from a life and pensions company to a teading customer-centric long-term savings
and investments business, a significant weighting (36%) was given to the delivery of our new strategy. The change to IFRS profits
as the core measure of profitability was reflected in the financial element of the scorecard.

With the bonus linked to annual performance measured through the scorecard, the Remuneration Committee sought to align the
Group's Long-Term Incentive Plan (LTIP) with a longer-term measure of success based on the growth of IFRS operating profits.
This ensures continuing atignment with our strategy, which is built on delivering sustainable IFRS operating profits.

Befare changing the LTIP measure, we held valuable and constructive discussions with key investors. The Remuneration
Committee then approved the use of IFRS operating profits as the measure for the whole of the 2010 awards and for the last two
years (2010 and 2011) of the 2009 award’s three-year performance period. Return on embedded value (RoEV) performance
continues to be used for the first year of the 2009 award’s performance period (2009). This change should support long-term share
price perfomance and suppor our progressive dividend policy, with the ovemriding objective of enhancing shareholder value.

The Remuneration Committee reviewed the measures under the 2008 award and decided that no change should be made to the
measures. This award will vest at nil in March 2011 based on the RoEV perfomance being betow the threshold level for the three
years to 31 December 2010.

Using IFRS operating profit as the LTIP performance measure reflects the change in reporting style announced in July. It's a
simpler measure than we have used in the past and will make it easier to compare our performance against competitors, Switching
to IFRS operating profit also means that short-term market fluctuations no longer have a direct impact on our results.

You can find out mere about the change to IFRS in the Chief Financial Officer's statement.

The Remuneration Committee atse consulted with investors on the changes to Standard Life investments' LTIP arrangements that
received support at the 2010 AGM. The introduction of a challenging new third party three-year EBIT target, combined with an
investment performance hurdle applied to the 2010 awards, ensures the measures were aligned with Standard Life Investments'
strategy.

Remuneration principles

As part of our 2010 review, the Remuneration Committee agreed that remuneration should:

* Encourage behaviours and bring about results that reflect corporate goals that are in the best interests of shareholders and other
stakeho!ders, and balance risk and reward

» Reflect Standard Life's role in promoting best practice in the wider market

* Be transparent and easy to understand

¢ Be competitive and refiect an individual's performance and their value in the market

* Provide an appropriate proportion of annual and longer-term performance-related variable pay
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Our people

Although this part of the Annual Report covers executive Directors, the Remuneration Committee has the responsibility to oversee
the remuneration policy of the Group as a whole. One of the key aims of our remuneration policy is to enable us to attract, reward
and retain high-quality people to support delivery of our corporate goals.

In 2010, we approved the use of the Chief Executive's scorecard as a measure of Group performance for bonus arrangements
outside the executive population. At the same time, changes to LTIP arrangements for other senior employees will link the level of
their 2011 award with their personal performance in 2010.

We believe that share ownership by our employees helps them to better understand the interests of our shareholders and at the
2011 AGM, we will put forward a resolution to adopt a Standard Life Sharesave Plan. If this is approved, it will run alongside the
present Standard Life (Employee) Share Plan and will give employees another opportunity to buy shares in Standard Life. Initially it
will be for employees who are UK resident tax payers but over time we will look at rolling this out more widely, subject to local tax
and regulatory rules.

Risk management and regulaticn

| do not recall a year when pay in the financial services sector has attracted so much commentary. There were numerous
consultations and Standard Life contributed to those sponsored by the FSA as part of our commitment to the highest standards of
corporate governance. These consultations have resulted in a number of corporate governance guidelines, including the FSA's
revised Code on Remuneration. The final version of this Code (published on 17 December 2010) applies to some parts of our
business, including Standard Life Investments and we will ensure compliance with the requirements by the required deadlines.

The awards made under our bonus and LTIP arrangements are underpinned by sound risk management. Our Remuneration
Committee sought the views of the Risk and Capital Committee before confirming the 2011 remuneration structures and the fevel
of performance for 2010.

Conclusion

The Remuneration Committee played an active role in the challenges faced in 2010. It is confident that the revisions to
remuneration, which encourage the Executive team to deliver our new strategy, will help drive sustainable performance by focusing
on a balance of measures in the short term and on profit and shareholder value growth in the longer term.

As ever, Standard Life endeavours to meet the highest and best standards of disclosure and we have aimed to make this year's
Directors’ remuneration report informative, comprehensive and concise. A resolution to approve the Directors' remuneration report
will be put forward at the AGM, which | hope you will support. | will be attending the AGM to answer any questions you may have
on the content of this report.

/)

Crawford Gillies, Chairman, Remuneration Committee

Remuneration Committee members and our role

Members: The Remuneration Committee is made up of four independent non-executive Directors: Crawford Gillies (Committee
Chairman), Lord Blackwell, Colin Buchan and Sheelagh Whittaker.

Our role: Te consider and make recommendations to the Board in respect of total remuneration policy across the Group, including:

« Rewards for the executive Directors, senior executives and the Chairman

» The design and targets related to any employee share plan

« The design and targets for annual cash bonus plans below the executive lavel

+ Changes to employee benefits structures (including pensions) throughout the Group

If you would like a copy of the Remuneration Committee's terms of reference go to www.standardlife.com/about/board_committees or request a copy from our
Group Company Secretary and General Counsel.

External advisers

During the year, the Remuneration Committee continued to take advice from its appointed adviser, Hewitt New Bridge Street
(HNBS, now part of Aon Hewitt) and received information on comparative pay data from Towers Watson. As well as advising the
Remuneration Committee, HNBS alsc provides advice to the Company on implementing decisions made by the Remuneration
Committee. HNBS does not provide any other services to Standard Life.

One of Aon Hewitt's group companies is a customer of Standard Life. Recognising this, we sought assurances as to the framework
and operation of the internal control process, segregation of duties and remuneration structures within Aon Hewitt and HNBS. As a
result of this the Committee continues to view HNBS as independent.

Where appropriate, the Committee receives input from the Chairman, Chief Executive, Chief Financial Officer, Group People and
Transformation Director, Head of Group Reward and the Head of Corporate Governance at Standard Life Investments. This input
never relates to their own remuneration.
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Directors remuneration report continued

What we did in 2010
The Remuneration Committee met 10 times during 2010. The issues discussed and/or approved included:
January to March: July to September:
« Chairman's 2010 fee for recommendation to the Board » Review of executive remuneration, including Group and
« 2009 Directors’ remuneration report and 2010 AGM Standard Life Investments reward strategies
resolutions s Changes within the wider executive population, including exit
» Level of 2009 annual bonus payout across the Group terms for senior employees leaving the Group
» Effectiveness of the Remuneration Committee and its = Market governance update including considering the impact of
advisers in 2009, together with the Remuneration the draft FSA Remuneration Code
Committee's Terms of Reference October to December:

+ Executive Director changes including Sir Sandy Crombie's
retirement and the make-up of Keith Skeoch’s remuneration * 2010 @nual bonus and 2008 LTIP performance updates

package « Effectiveness of the Remuneration Committee and its advisers
« Review of 2010 annual bonus scheme and LTIP changes in 2010, together with the Remuneration Committee's Terms
which included starting investor consultation of Referenc'e %md rem.uneratlon ernmples L .
Execulive Director and Executive team salaries » Changes within the wider executive population, including
« Changes within the wider executive population including appointment of a UK Finance Director and exit terms for senior

appeintments to the Executive team employees leaving the Group
« Level of vesting of 2007 awards under the Group and s 2011 LTIP and annual bonus design, including the measures

Standard Life Investments LTIPs after fiaising with the Audit, e Chief Executive’s 2011 scorecard
Risk and Compliance Committee + Introduction of a new Standard Life Sharesave Plan and the

need for a 2011 AGM resolution
April to June: e Impact on UK staff pensions in light of changes in tax rutes

s Conclusion of investor consultation on the changes to the + Review of Standard Life's remuneration policy against the final
2010 Group and SLI LTIP arrangements, including a change FSA Code on Remuneration'

of measure for the 2009 Group LTIP award « Chaiman's 2011 fee for recommendation to the Board

« Changes within the wider executive population, including the « Chief Executive and Chief Executive Standard Life
appointment of Jackie Hunt to the Board, a new Investments’ annual pay reviews
appointment to the Executive team and exil temms for senior  , gtandard Life Investments’ performance refative to the market
employees leaving the Group and overview of UK sales incentive plans

' A number of our Group companies, induding Standard Life Investments, fall within the scope of the revised FSA Code on Remuneration published in December 2010.
As these companies are BIPRU (The Prudential sourcebook for banks, building societies and investment firms) limited licence firms, they fall within the tier four
definition. Accordingly, the Remuneration Commitiee has taken on board the FSA guidance and has applied the concept of proportionality to ensure Standard Life
remains compliant with the provisions of the Code.

Elements of remuneration at Standard Life

Our policy is to attract, retain and develop key talent to support the delivery of our long-term strategy. Our remuneration principles
are a key element in achieving this. The following shows the elements of an executive Director's 2011 remuneration package:

Fixed Base Salary | Reflects the relative market value of an individual's role, their position and sustained performance I

Benefits Provides monetary and non-monetary items that assist employees in carrying out their duties efficiently,
including car allowance and private medical cover

Pensicn [ Gives a spedific element of remuneration to save for their retirement

Varnable A al bonus Rewards good financial and non-financial performance that supports the corporate strategy at a Group and
personal level
Long-Term Rewards long-term financial performance in line with corporate strategy and personal contribution, and
Incentive Plan aligns the interest of executives and shareholders

[ Aligns the interests of executives and shareholders

| T S—

|
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Our policy in relation to each element is as follows:

Base Salary + Pay a market rate comparable to similar roles within the financial services industry
+ Set salary of executive Directors to reflect their contribution and level of experience
+ Review annually using independent benchmarking data

» Set salaries which support the recruitment and retention of talent

Benefiis + Provide a range of benefits on a cost-effective basis, while allowing a degree of individual choice

] Provide competitive retirement benefits in a way that does not create an unacceptable level of financial risk
Pension for our business

Annual + Measure performance against targets set out in performance scorecards

bonus « Cover key financial and non-financial objectives (and related measures) needed to deliver the Group's
strategic ambitions and goals

» Focus on Group, business unit and personal performance
+ Ensure performance is underpinned by sound risk management

Long-Term « Grant a share-based award to selected senior executives

Incentive + Align vesting conditions to the delivery of long-term strategy and link them to our core financial measures at
the time of the award

+ Align vesting with continued employment and satisfying corporate performance targets over the performance
period
» Ensure existing awards continue to drive performance that is in line with the Group's strategy

- } » Encourage executive Directors to build up a holding equivalent to 100% of salary (150% for the Chief
Executive) over a five-year period from appointment by retaining share-based incentives and making
perscnal investments

Aligning remuneration policy with risk management

The Group and the Remuneration Committee apply sound risk management to risks relating to the remuneration policy and
practices, as illustrated by the four examples below:

+« The 2010 annual bonus was based on Group and personal performance. Performance was measured using scorecards which
included financial, strategic, customer and talent measures, with sound risk management underpinning each one. The wider
range of measures ensures a focus on overall performance, as well as making sure that outcomes are not delivered at the
expense of increasing risk. When calibrating targets, the Committee strikes a balance between making the targets stretching, but
not so high as te promote risk taking.

« The Committee has changed the Group LTIP targets. From measuring performance predominantly based on a return on
embedded value basis, they are now based on IFRS operating profit. Without this change, there would have been a risk that the
incentive schemes would be driving behaviours in a different direction to the Group's strategy. The Committee also recognised
the importance of sound risk management by applying risk-based underpins to LTIP awards.

+ The honus plan and LTIP now include a claw-back provision. This allows the Remuneration Committee to seek awards to be
repaid if misconduct is subsequently discovered, or if the Company’s financial statements are restated for up to two years from
the date of the bonus award or the date the LTIP vests.

+ The link between reward and risk is also demonstrated by the Chairman of the Risk and Capital Committee (Lorg Blackwell}
being a member of the Remuneration Committee. The Remuneration Committee also sought the view of the Risk and Capital
Committee that the 2010 performance was not due to excessive risk taking within the business and that the 2011 remuneration
arrangements did not impact on the risk profile of the Group.

You can find out more about our approach to risk management in Section 1.6 of the Business review and in the Corporate govemance report.
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Directors remuneration report continued

Total remuneration mix for the Chief Executive

The chart below shows the composition of the Chief Executive’s remuneration both at ‘target’ and ‘maximum’ levels of performance
for 2011.

Elements of Chief Executive’s 2011 Total Remuneration
Target ]
Max ]
a% 10% 20% 30% 40% 50% 60% 70% B0% 90% 100%
8 Fixed Pay E 2011 Bonus 2011 LTIP award
Netas:

+ 'Fixed Pay includes base salary, car allowancs, private medical insurance and pension allowance payable during 2011
+ ‘2011 Bonus' includes the cash and deferred elements of the 2011 Group annual bonus.
+ ‘2011 LTIP award’ includes the 2011 awards under the Group Long-Temn Incentive Plan (LTIP) where the target’ amount reflects 50% of the maximum award,

What we did in 2010 and our approach for 2011
Base salary

2010: The Committee approved annual increases for each of the execulive Directors. These increases were effective from 16
March 2010 for David Nish, 14 May 2010 for Jackie Hunt and 1 October 2010 for Keith Skeoch.

2011: The Committee approved annual increases for David Nish and Jackie Hunt with effect from 16 March 2011. Keith Skeoch's
salary will remain unchanged in 2011,

Annual base salary at Annual base salary at Annual base salary at Annual base salary from

01/01/2010 16/03/2010 311210 16/03M11

David Nish' £700,000 £725,000 £725,000 £775,000
Keith Skeoch? £350,000 £350,000 £425000 £425,000
Jackie Hunt’ £430,000 £430,000 £475,000 £500,000

' David Nish's base salary will be increased in March 2011 to reflect his strong performanca in 2010 following his promoticn to Chief Exective.

? Keith Skeoch's base salary was increased from £350,000 p.a. to £425,000 p.a. on 1 October 2010. The Committes befieved this increase was necessary to reflect his
performance in 2010 and his wider Board responsibilities. His last increase was in 2006.

3 Jackie Hunt's base salary was set at £475,000 on her appointment as Chief Financial Officer on 14 May 2010, and as part of her annual review her satary will be
increased in March 2011 to reflect her strong performance during 2010.

Benefits

2010 and 2011: Standard Life operates a flexible benefits scheme for UK-based employees, which includes private medical cover.
Executive Directors take part on the same terms, with no special arrangements being made. Executive Directors also receive a
non-benefit bearing car cash allowance.

Pension

The Company closed its final salary pension scheme to new entrants on 16 November 2004 and to future accruals on a final salary
basis on 31 December 2007. From 1 January 2008, existing members of the defined benefit plan could opt for either:

« Benefits calculated on a Revalued Career Average Salary (RCAS) basis with an accrual rate of /60" for future service, or

« Keeping the link between final satary and service to 31 December 2007 plus a defined contribution into either an individual
money purchase arrangement or Group Personal Pension Plan (GPPP) for future service

Employees starling after 16 November 2004 were able to join a money purchase GPPP. Executive Directors may also choose
between the GPPP and a cash allowance of 25% of salary. The cash allowance does not count for bonus and share plan
purposes.

2010 and 2011: David Nish and Keith Skeoch elected to receive a cash allowance of 25% of satary. The Committee approved an
increase to 30% for David Nish with effect from 16 March 2011. Jackie Hunt also elected to receive a cash allowance of 25% on
her appointment as Chief Financial Officer.

Annual bonus

2010: The Remuneration Committee approved a change to the bonus design, This resulted in awards to executive Directors being
based on 90% Group performance and 10% personal performance. Both elements are measured using scorecards. Personal
performance reflects delivering other outcomes, demonstrating behaviours in line with our leadership model and progress against
personal development plans.
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The weightings, performance achieved and payout are shown below:

Group perfarmance (underpinned by sound risk management) Personal

Elements Financial Strategic Customer performance
{weighting) (36%) (36%) {9%) (10%})

Measures IFRS profit and EVOF Delivery of 2010 plan Customer driven Embed strategic visicn Personal
« Long-term growth »  Focus on the needs of culture across SL Group scorecards
+ Balance sheet our Retail customers + Reposition and « Futin place powerful « Behaviours against
management + Growth of SLI strengthen the SL leadership team our leadership
+ Reducing unrewarded brand « Attract and retain key model and personal
risk « Enhance profile with talent development
key stakeholders
Performance Profits and balance Strong progress against  High levels of Excellent progress in Robust and solid
sheet management the 2010 strategic performance achieved embedding teadership individual leadership
were significantly ahead deliverables particularty against targets that principles within the performance
of stretch targets. Long-  in continued development enabled refreshed Group, including measured against a
term growth based on of investment business brand and initiatives to  increasing the focus on set of measurable
net flows was behind and in implementation of  be launched in early making performance and specific targets.
plan although up 11% new operating model 2011. matter and in developing
on 2008's parformance.  across the Group. the top talent within the
business.

Based on performance against each of the four elements, the Remuneration Committee

approved a rating of 4.4 out of 5 for perfarmance against the Group scorecard during 20

Notes:
s The raling of 4.4 is based on a scale of 1 to 5with § reflecting maximum performance, 3 on target and 1 unsatisfactory
» Your can find out more about our finencial KPIs in Section 1.1 of the Business review

» Before approving the level of performance in 2010, the Remuneration Committee sought the views of the Risk and Capital Commiltes on the level of undertying risk
within the businass.

The table below shows the awards approved by the Remuneration Committee for 2010. This inctudes:

« The total bonuses earned for performance in 2010, part of which is awarded as shares in Standard Life plc (deferred bonus) and
which is subject to forfeiture if the executive resigns, or is dismissed, during the two year vesting period.

* Recommendations made by the Standard Life Investments relating to Keith Skeoch’s payments under Standard Life Investments
bonus plans were approved by the Remuneration Committee. His Standard Life Investments awards reflect Standard Life
Investments’ very strong performance in 2010, which continued to build the momentumn of previous years' investment
performance and sales with IFRS operating profit before tax increasing by 41% to £103m.

Standard Life Investments’

Group cash bonus Group defarred bonus' cash banuses Total Bonuses®
David Nish £618,063 £436,812 - £1,054 875
Keith Skeoch £180,225 £53,975 £1,184 688 £1,398,888
Jﬂckieﬂl..ll'l_l3 £224 236 £143,226 - £367,462

' Hatf of awards over 25% of salary at 31 Decarnber 2010 are deferred into Standard Life plc shares which vest in March 2013, subject to the amount being deferred
being at least 10% of salary.

2 Annual bonus payments do not qualify for pension or incentive scheme purposes,

3 For period from 14 May 2010 to 31 December 2010.

2011: As in 2010, the annual bonus will use performance scorecards to measure Group and personal performance. The
Remuneration Committee approved measures that are consistent with the Group’s short-term aims and which support our long-
term strategy. Group performance will be defined by the Chief Executive's scorecard across the four headings below. Personal
performance will be defined by the individual's scorecard and behaviours against the Group's leadership framework.

Overall the weighting

of the targets under David Nish & Keith Skeoch Jackie Hunt

the Group annual (80% Group : 10% Personal) (80% Group : 20% Personal)
bonus for executive

Directors are shown Parsonal Personal

in the chart opposite: People porto e Financial poomance Fiancisl

8.5% 8%

Peopla
2%

Customer
B5% Strategic / Customer s[iemu?agicr’
oo ox P cer:s
Procass o
2% 24%
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Directors remuneration report continued

Qur continued focus on the activities which suppaort the delivery of our strategy is reflected in the weighting of each key element of
performance.

In determining the level of awards under the plan, the Remuneration Committee may reduce any bonus payable by an appropriate
factor where it considers that risk has not been managed appropriately. The Risk and Capital Committee will be asked for advice
when considering any reductions.

The table below shows the target and maximum annual bonuses (expressed as a parcentage of salary) that can be earned in
respect of 2011's Group performance:

Target Maximum
David Nish 75% 175%
Keith Skeoch 30% 60%
Jackie Hunt 65% 150%

Bonus deferral, claw-back and risk: The Remuneration Committee supports the principle that the payment of some of the annual
bonus should be deferred and paid in Standard Life plc shares. For executive Directors and members of the Executive team in
2011, half of any Group bonus above 25% of salary will be deferred for two years from the date of award. This is subject to the
deferred amount being at least 10% of salary.

In addition, both the cash and deferred elements are subject to claw-back for a period of two years from the date of award where
information is later proven to be inaccurate or misleading as a result of the executive's actions, or if the Company's financial
statement is restated.

Standard Life Investments’ bonuses: As well as participating in the Group annual bonus, Keith Skeoch will continue to take part in
two Standard Life Investments' discretionary annual cash bonus plans:

« Personal bonus plan — rewards personal performance and is capped at 105% of salary

+ Standard Life Investments' company bonus plan - rewards participants based on Standard Life Investments’ corporate and
investment perfarmance. Consistent with fund management practice the amount of company bonus pool is determined by
reference to Standard Life Investments’ profit performance and having regard to the total remuneration spend. As such Keith
Skeoch could expect to receive a company bonus equal to 200% of salary if Standard Life Investments met its stretch targets. In
the event that these stretch targets are exceeded, a higher company bonus could be awarded by the Committee provided that it
is in line with its principles on total remuneration.

The determination of annual bonuses at Standard Life Investments is subject to two levels of control. Firstly, Standard Life
Investments’ board reviews Standard Life Investments’ financial results, and afier taking into account the level of overall
performance and risk, proposes the level of bonus payments. This is then referred to the Remuneration Committee which reviews
these recommendations and determines the bonuses to be paid to the most senior executives within Standard Life Investments.

Group Long-Term Incentive Plan {LTIP}

LTIP awards granted in 2007 to 2009 were subject to RoEV performance over a three-year performance period. In 2010, after
consulting with key investors and shareholder representative bodies, the Remuneration Committee approved the use of IFRS
operating profit (excluding joint ventures) before tax as the measure under the 2010 and future LTIP awards. This is to align
executives’ long-term rewards with the Group's strategy to deliver sustainable IFRS profits growth and also to ensure that the
awards are not pulling in different directions from the revised strategy.

Joint ventures were excluded because Standard Life does not hold a majority stake in these and so has no aclive executive
presence in their day-to-day management. Their results can also be more volatile. As a result, the Remuneration Commitiee feels
it is more appropriate for joint venture performance to be recognised in the Chief Executive and Chief Executive International's
scorecards which determine the level of their annual bonus.

The Remuneration Committee also approved:

« The use of an IFRS performance measure for the remaining two years of the 2009 award (2010 and 2011) in order to align the
measure with the revised strategy, with RoEV performance only being used for the first year (2009). The relative Total
Shareholder Return (TSR) multiplier still applies to the whole 2009 award.

+ The introduction of two underpins when assessing IFRS performance. The first requires the Risk and Capital Committee 10 be
satisfied that performance abtained has been achieved within defined risk parameters. The second requires the Remuneration
Committee to be satisfied that IFRS performance reflects overall Company performance.

2008 award: The 2008 award was subject to RoEV perfomance over the three years to 31 December 2010. Actual performance
(10.02%) was below the threshold level (10.67%), so none of the award will vest and all shares will lapse.
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2009 award: As noted above, the 2009 award was criginally subject to RoEV performance over the three years to 31 December
2011. The Remuneration Committee agreed that a consistent measure of performance (IFRS operating profits) should be used
from 2010 onwards. As such the 2009 award is now based on IFRS operating performance in 2011 for the last two years of the
performance period (2010 and 2011), with RoEV performance continuing to be used for the first year of the performance period
(2009).

The relative TSR multiplier continues to apply to the whole award, with the vesting determined as follows:

One third on RoEV performance for the 12 months te 31 Two thirds on IFRS operating profits before tax {excluding
December 2009 against the following range: joint ventures) in 2011
Level of vesting before applying Level of vesting before
2009 RoEV performance level TSR multiptier* 2011 IFRS performance level applying TSR multiplier'?
Threshald 16% plus Threshold 0%
Target 40% Target 40%
Maximum 80% Maximum 80%
' vesting being on a straight-line basis between these points. ! Vesting between threshold and maximum levels will be on an
2 Expressed as a percentage of the award, incremental basis using predetermined milestones which will be
disclosad on a retrospective basls in the 2011 Directors’ Remuneration
Report.
? Expressed as a percentage of the award,

muttiplied by

Relative TSR performance against the following range, with the multiplier being
set on a straight-line basis between these points:

Relative TSR performance Refative TSR v FTSE 100 Multiplier '
Thresheld 3% or more below FTSE 100 0.35
Target equal to FTSE 100 1.00
Maximum 6% or more above FTSE 100 1.25

! Standard Life's TSR performance to 31 December 2010 (TSR of -0.5%) was more than 3% below
the FTSE 100's performance (TSR of 48.66%) and would result in a multiplier of 0.85 if this remained
the case at the end of 2011

2010 award: The level to which the awards will vest will be subject to the level of IFRS operating profits (excluding joint ventures)
before tax in 2012:

Performance 2012 IFRS operating profit before tax (excluding JVs) Proportion vesting (% of total award)'
Threshold £400m 0%
Maximum £600m 100%

' Vesting betwean threshold and maximum levels will be on an Incremental basis using predetarmined milestones. These will be disclosed on a retrospective basis in
the 2012 Directors’ remuneration report.

The maximum annual award possible under the plan is equivalent to 200% of salary. This level of award was made to David Nish
and Keith Skeoch on 25 June 2010. Jackie Hunt received an award equivalent to 125% of salary on 25 June 2010.

Number of shares subject to the award Face value as a % of salary at date of award
David Nish 778,983 200%
Keith Skeoch 376,061 200%
Jackie Hunt 318,980 125%

2011 award: The Remuneration Committee approved the use of 2013 IFRS operating profit (excluding joint ventures) before tax
against the following range as the core measure.

Perfarmance 2013 IFRS operating profit before tax (excluding JVs) Proportion vesting (% of total award)’
Threshold £650m 0%
Maximurn £800m 100%

' Vesting between threshold and maximum levels wili be on an incremental basis using predetermined milestones. These will be disciosed on a retrospective basis In
the 2013 Directors’ remuneration report.
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Directors remuneration report continued

The maximum annual award possible remains equivalent to 200% of salary. This level of award will be made to David Nish and
Keith Skeoch. Jackie Hunt will receive an award equivalent to 125% of salary. The Committee also approved an additional
underpin for the 2011 and future awards, which means that if an executive performs at an unsatisfactory level in any year during
the three-year performance period, their original award would be reduced by one-third, unless the Chief Executive, or the
Remuneration Committee, in the case of the Chief Executive recommends otherwise.

The Remuneration Committee also approved the introduction of a claw-back clause. This allows the Committee to ask for awards
to be repaid for up to two years from the date they vest, where misconduct by the executive during the performance period is
subsequently discovered, or if the Company's financial statement for 2013 is restated.

Standard Life Investments' Long-Term Investment Plan (SLI LTIP) awards

In 2010 the Remuneration Committee and shareholders approved a change of measures for the Standard Life Investments LTIP.
This allowed awards to be made using newly issued Standard Life plc shares and for the Chief Executive Standard Life
Investments (Keith Skeoch} to participate. Under the plan:

* Awards will only begin to vest if Standard Life Investments’ investment performance is above the lower quartile of the money-
weighted average of all assets under management (both captive and third party assets) compared to other asset managers.
Investment performance is based on the three-year money-weighted average investment performance of Standard Life
Investments against relevant benchmarks. It is measured over a blended and fixed set of time frames that go back as far as 10
years.

» The level of vesting, subject to the above hurdle being satisfied, will be based on consolidated cumulative three-year third party
EBIT performance as shown in the table below.

Performance Consolidated cumulative third party EBIT % of target award of shares that vest’
Threshold 60% of target 0%
Maximum 140% of target 200%

' Vesting takes place on a straight-ine basis between 60% of target third party EBIT and 140% of target third party EBIT.

The Remuneration Committee recognises that the 60% to 140% range is wide. It was designed this way following lengthy
censultation with key shareholders and shareholder representative bodies. The range width helps to ensure the scheme is
sustainable through the three-year performance period, is able to handle wide variations in revenue driven by varying market levels
and is consistent with the risk management controls. The Remuneration Committee believes that a wide performance window is
appropriate for this type of business.

Before any part of an award can vest, the Group's Risk and Capital Committee will need to verify to the Group’s Remuneration
Committee that the level of vesting was not as a result of behaviour that has exposed the Group to undue risk. If the Group's Risk
and Capital Committee determines that the Group has been exposed to undue risk, the Remuneration Committee will take this into
account when determining the level of vesting.

The Committee believes that a mixture of investment performance and third party EBIT, combined with a risk underpin are the
most appropriate measures for Standard Life Investments,

2008 SLI LTIP award: Before 2009, Standard Life Investments operated a cash-based LTIP. Keith Skeoch participated in this in his
capacity as Chief Executive Standard Life Investments. This award will vest at nil in April 2011. No further awards were made
under the cash-based LTIP and in 2009 Keith Skeach only received a Group LTIP award.

2010 SLILTIP award: The EBIT performance and the investment performance hurdle will be measured over the three years to 31
December 2012. Keith Skeoch received an award under this plan on 16 June 2010 over 383,057 Standard Life p!c shares. To
provide more clarity on the basis of the award this was defined as equivalent to 200% of salary (at maximum vesting), rather than
an allocation from a pool which is more typical in the investment sector. Mo other executive Directors received an award under the
Standard Life Investments LTIP.

2011 SLI LTIP award: The Remuneration Committee approved the same performance measures used for the 2010 award with EBIT
performance and the investment performance hurdle being measured over the three years to 31 December 2013. Keith Skeoch will
receive an award equivalent to 200% of salary (at maximum vesting) over Standard Life plc shares. No other executive Directors
will receive an award under the Standard Life Investments LTIP.

Voluntary share ownership guidelines

Standard Life has adopted a set of share ownership guidelines because we believe that our executives, and the Chairman, should
be encouraged to hold a substantial element of their personal wealth in Standard Life shares. This aligns their interests with those
of shareholders. The targets should be achieved within five years of their appointment as an executive director (10 July 2006 for
those in role at the time of flotation) or within four years in the case of the Chairman.

Executive Directors are expected to build up a holding of shares by keeping any shares they or their family members acquire, plus
at least half the shares acquired under the LTIP and from deferred bonuses on an after-tax basis, until the target has been met.
The Remuneration Committee considered the recommendations on directors’ shareholdings within the Walker Report and FSA
Code on Remuneration at its December 2010 meeting and agreed to maintain the current guidelines.
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On 31 December 2010, the executive Directors’ and Chairman’s share ownership against the guidelines were:

Share ownership

Actual share
ownershipas a %

Unvested LTIP
awards as a % of

Unvested deferred
bonus awards as a %

guidelines as a % Target date for of salaryffee at Guideline salaryffee at 31 of salaryffee at 31

of salary/fee _meeting the guideline 31/12/2010" _ already met? December 2010° December 2010 °

Gerry Grimstone 100% 28 May 2011 146% Yes - -
David Nish* 150% 31 December 2014 126% No 428% 24%
Keith Skeoch 100% 10 July 2011 324% Yes 665% 3%
Jackie Hunt 100% 27 April 2015 6% No 223% 19%

1

Reflects closing price on 31 December 2010 of 216.0p.

? Based on the maximum value of unvested LTIP as at 31 December 2010 and including the shares equivalent dividends announced between November 2008 and
November 2010. The future value will depend on the level at which the awards vest and the share price at the time,

* Based on the maximum valus of deferred bonus awards from the 2009 bonus as at 31 Decamber 2010, These will vest In March 2012 subject to continued
employrment and claw-back provisions. The actual future vatue will depend on the levef at which the awards vest and the share price at the time,

* David Nish is also required 1o achieve shara gwnership equivalent to 100% of salary by 1 November 2011 based on his date of appointment to the Board as Finance

Director and at 31 December 2010 had achieved this farget.

Directors’ Interests In shares: The following table shows the actual number of shares held by all the Directors:

Shares acquired/(sold)
Shares acquired/(sold) by the Director during
Total number of shares by the Director during  Total number of shares the period 31/12/2010
owned at 01/01/2010 the peried owned at 31/12/2010 to 05/03/2011"
Executive Directors

David Nish 186,829 237,060 423,889 130
Keith Skeoch 483,624 154,235 637,859 126
Jackie Hunt 13,2847 - 13,284 -

Non-exacutive Directors
Kent Atkinson 3,891 238 4,129 -
Lord Blackwell 6,047 370 6,417 -
Colin Buchan 4,005 25,245 29,250 -
Crawford Gillies 34,689 12,332 47,021 -
Gerry Grimstone 150,545 85,619 236,164 -
Baroness McDonagh 2,133 130 2,263 -
David Grigson 1,665 13,335 15,000 -
Sheelagh Whittaker 10,000 611 10,611 -

' Acquired under the Standard Life (Employee) Share Plan in January and February 2011.
2 Based on her holding at the time of her appoiniment as Chief Financial Otficer on 14 May 2010.

Other pay and share matters

Perfarmance graph: This graph shows
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Directors remuneration report continued

Promoting all-employee share ownership: We believe that share ownership by our employees helps them to understand the
interests of our shareheclders. On 31 December 2010, 75% of our employees were Standard Life shareholders. We promote
employee share ownership with a range of initiatives:

+ The Standard Life (Employee) Share Plan which allows employees to buy shares directly from their earnings. On 31 December
2010, 65% of eligible employees in the UK were making a monthly average contribution of £43. A similar tax-approved plan is
used in treland and has a 49% take-up. Even though the plan cannot be structured on a tax-favourable basis in Canada,
Germany and Austria, more than 700 employees in these countries are huying shares each month.

+ A Group-wide free share plan which means that employees can receive extra shares if Group performance targets are
outperformed. The last award under this plan was in 2008.

Sharehotders will be asked at this year's AGM to adopt a new Sharesave Plan. There is more information about this in the 2011
AGM guide. Initially the Sharesave Plan will be for employees who are UK resident tax payers but over time we will look at rolling it
out more widely, subject to local tax and regulatory rules,

Share dilution limits: The LTIPs and the Standard Life (Employee) Share Plan contain dilution limits that comply with the
guidelines produced by the Association of British Insurers (ABl). On 31 December 2010, the Company’s standing against these
dilution limits was:

e 1.72% against 5% in any 10 years under all executive share plans (Group LTIP and 2010 Standard Life investments LTIP}

* 1.92% against 10% in any 10 years under all share plans {Group LTIP, Standard Life (Employee) Share Plan and 2010 Standard
Life Investments LTIP awards)

As is normal practice, there are employee trusts that operate in conjunction with the LTIPs and Standard Life (Employee) Share
Plan. On 31 December 2010, the number of unallocated shares held within these trusts was 61,168 in respect of the Standard Life
{(Employee) Share Plan. In addition, the trust held 12,209,946 shares acquired to satisfy the 2010 deferred bonus awards and the
2009 Standard Life Investments LTIP awards. This is comfortably less than the 5% best practice limit endorsed by the ABI.

Policy on executive contracts

Executive Directors; Executive Directors' terms and conditions of employment are detailed in individuals' contracts. In these
contracts, the Remuneration Committee aims to strike the right balance between the Company's interests and those of the
executive Directors, while ensuring that they comply with best practice, legislation and the remuneration principles. Contracts are
not for a fixed term, but set out notice periods in line with the executive's role. The main terms are:

Provision Policy
Notice periods Six months by the Directer
12 months by the Company or a payment in lieu of notice can be made
Termination payment Any payment in lieu of notice will be up to 12 months’ salary, pension contributions and the value of other

contractual benefits
A duty to mitigate applies
The payment may be made in phased instalments and the policy is to do this for notice periods over six months
Righis to bonus and existing LTIP awards are governed by the rules of the respeclive plans

Remuneration Salary, pension and benefits are mentioned in the confracts and are treated as descnibed above
There is no coniractual entitlement to annual bonus and LTIP awards. Individuals are notified of these
discretionary schemes at the beginning of each year_

Non-compete clause Applies during the contract and for up to six months after leaving at the Company's choice
Contract dates David Nish 31 October 2006

Keith Skeoch 3 April 2008

Jackie Hunt 27 April 2010°

' David Nish signed a new contract in October 2009, reflecting his appointment to Chief Executive from 1 January 2010.
? Jackie Hunt signed a contract in April 2010, reflecting her appointment to Chief Financial Officer on 14 May 2010.

Executive Directors external appointments: Subject to the Board's approval, executive Directors are able to accept a limited
number of external appointments to the boards of other organisations and can retain any fees paid for these services. Executive
appointments held during the year are shown below:

Executive Director Role and organisation 2010 fees
David Nish " .
avid Nis Non-executive Director and Chairman of the Audit Committee of Northern Foods pic £46,500
Board member of Association of Brilish Insurers n/a
Keith Skeoch Board member and Chairman of the Investment Committee of the Assoclation of British
Insurers to September 2010 n/a
Director of Investment Management Association n/a
Member of the Advisory Board of Reforrn Scotland n/a

Note: Jackie Hurit holds no external appointments.
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Fees and appointment of non-executive Directors: The non-executive Directors, including the Chaiman, have letters of
appointment that set cut their duties and responsibilities. The key terms are:

Provision

Policy

Period of appointment

Three-year term which can be extended by mutual consent and requires re-election by sharehotders in line with
the Company's articles of association and the UK Corporate Governance Code

Time commitment

Two to three days per week for the Chairman
For other non-executive Directors — 30 to 35 days a year

Notice periods {apply to
beth the Company and the
non-executive Director)

Gemry Grimstone — six months
Kent Atkinson, Lord Blackwell, Colin Buchan, Crawford Giliies, David Grigson, Baroness McDonagh and
Sheelagh Whittaker — no notice period

Termination payment

No provision for compensation payments

Remuneration

Fees as described below

Reimbursement of travel and other reasonable expenses incurred in the performance of their duties, and private
medical cover

No pension, annual bonus or other incentive payment permitted

Dates of letters of
appaintment

Gerry Grimstone 6 June 2003 as Director and 28 February 2007 as Chairman (continuation 27 May 2010}
Kent Atkinson 1 February 2005" (continuation 30 March 2009)

Lord Blackwell 6 June 2003"? (continuation 30 March 2008)

Colin Buchan 27 November 2007 (continuation 25 January 2011)

Crawford Gillies 7 December 2006 {continuation 11 January 2010)

David Grigson 26 October 2009

Baroness McConagh 27 February 2007 {continuation 15 February 2010)
Sheelagh Whittaker 23 June 2009

1

Initialty appointed as a Director of The Standard Life Assurance Company and appelntment as a Director of Standard Life pic effective from 30 March 2006,

2 Appointed as Senior Independent Director effective from 19 May 2008.

Our policy on non-executive Directors’ fees: It is Standard Life's policy to set the fees for our Chairman and the other non-
executive Directors so that they reflect the time commitment in preparing for and attending meetings, the responsibility and duties
of the position and the contribution that is expected from them, Qur policy is to pay a market rate and we refer to the level of fees
paid to other non-executive Directors of FTSE 100 financial services companies.

The Board sets the fees for the Chairman and the other non-executive Directors annually. For the Chairman this is based on a
recommendation from the Remuneration Committee and Chief Executive. For the other non-executive Directors it is based on a
recommendation from the Chief Executive. The annual fee levels for non-executive Directors were reviewed by the Board in
January 2011 and have not changed.

2011’ 2010
Chairman's fee? £350,000 £350,000
Non-executive Direclor core fee® £70,000 £70,000
Additional fees are:
Senior Independent Director £15,000 £15,000
Chairman of Audit and Compliance Committee £25,000 £25,000
Chairman of Risk and Capital Committee £25,000 £25,000
Chairman of Remuneration Committee £25,000 £25,000
Chairman of Investment Committee and Standard Life Investments £25,000 £25,000

' The core fee of £70,000 paid to each non-executive Director (Including the Chairman) will total £560,000 for 2011. This is within the maximum £1m permitted under
Article 87 of Standard Life pic's anticles of association. Tatal fees including additicnal duties are expected to amount to £955,000 for 201 1.
? The Chairman's fee is inclusive of the non-executive Directors cora fes of £70,000 and no additlonal fees are paid to the Chairman where he chalrs, or is a member

of, other committees/boards.

* For non-executive Directors, individual fess are constructed by laking a base fee and adding extra fees for chalring cornmitiees and subsidiaries where a greater
responsibility and time commitment is required,

Related party transactlons: All transactions between Directors and the Group are on commercial terms that are equivalent to those
available to all employees. During the year to 31 December 2010, the Directors contributed £1,297,034 (2009: £10,801,167) to

products sold by the Group.
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Directors remuneration report continued

Directors’ remuneration for 2010 {audited)
The following three tables disclose details of Directors’ remuneration. These have been audited by PricewaterhouseCoopers LLP.
1. Directors’ remuneration, excluding LTIP and pension information

The following table shows a breakdown of the various elements of remuneration paid or payable to the Directors for the year ended
31 December 2010.

Base salary/ Pension Taxable

fees’ allowance benefits®  Annual bonus® Total 2010 Total 2009

£000 £000 £00C £000 £000 £000
Executive Directors
David Nish 720 179 17 1,065 1,971 1.180
Keith Skeoch 369 92 12 1,399 1,872 2,102
Jackie Hunt* 302 75 22 367 766 -
Non-executive Directors®
Kent Atkinson 95 - - - 95 85
Lord Blackwell 110 - - - 110 91
Colin Buchan a5 - - - 95 76
Crawford Gillies 95 - - - 95 75
Gerry Grimstone 350 - 12 - 362 342
Baroness McDonagh 70 - - - 70 60
David Grigson® 70 - - - 70 10
Sheelagh Whittaker® 70 - - - 70 20
Former Directors
Sir Sandy Crombie’ - - - - . 1,764
Jocelyn Proteau® - - - - - 28
Total 2,346 346 63 2,821 5,576 5,843

Figures reflect salaries earned during 2010.

Figures include car allowance and private health cover. David Nish and Keith Skeoch alsc received reimbursements for profassional fees.

Bonuses reflect the cash and deferred element for 2010 performance.

Jackie Hunt’s figures reflect her eamings from 14 May 2010 when she was appointed as Chlef Financial Officer. Note that as part of her appointment as Deputy

Group Finance Director in January 2009, she received relocation/subsistence support to 31 July 2010 and the above benefits figure includes £12,337 reflecting the

amount paid between 14 May 2010 and 31 July 2010 when this support ended.

Non executive Directors’ fees include the £70,000 core fee and additional fees for chalring committees/subsidiaries:

« Kent Atkinson's includes £25,000 as Chairman of the Audit and Compliance Committee

+ Lord Blackwells includes £25,000 as Chairman of Standard Life Assurance Limited to 31/03/10 and Chairman of the Risk and Capital Committee from 01/04/10;
and £15,000 as Senior Independent Director

+ Colin Buchan's includes £25,000 as Chairman of Standard Life Investments and Chairman of the Investment Committee

= Crawford Gillies's includes £25,000 as Chairrman of the Remuneration Committee

+ Gerry Grimstone received an sllowance of £12,000 towards his business related accommaodation costs in Edinburgh in addition to his Chairman's fee

David Grigson and Sheelagh Whittaker were appointed during 2008,

Sir Sandy Crombie stepped down as a Director of the Company on 31 December 2009, but remained an employee until 30 April 2010 in order to hand over

responsibilities to David Nish. As outlined in [ast year's report, he received base salary, pension allowance, benefits and bonus award for this period but did nat

receive a 2010 LTIP award.

Jocelyn Proteau retired as a non-executive Director in May 2009 and did not receive any further payments in 2010.

T Y
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2. Directors’ penslon information

The following table sets out accrued benefits held in the final salary scheme by Keith Skeoch. David Nish and Jackie Hunt are not
members of this scheme.

Accrued Additional pension  Additional pension Transfer value of  Transfers out of Accrued

entittement at eamed during the  eamed in excess additional pension in accrued entittlement at

31122009 year of inflaticn excess of inflation entittement 3111272010

£000 £000 £000 £000 £0DD EDOD

Keith Skeach' 44 2 - 5 - 43
' The £2k increase in accrued pension reflects the increase in base pay over the 12 months to 31 Dacember 2010,

Years of  Transfer value of Transfer value of

pensionable pension at Ingrease in transfer pension at

service at 311272009 value Transfers out 3112/2010°

Age at 31/12/2010 31/12/2010 £000 £000 £000 £000

Keith Skeoch' 54 7 660 78 - 738

Keith Skeoch left the scheme on 6 April 2006 and since that date has received a non-benefit bearing cash allowance of 25% of base satary that is not shown in this
table, but appears in the Directors' remuneration table above.

The figures at 31 December 2010 reflect a change to the methed, and assumptions used by the Trustees to calculate transfer values. This resulied from a change to
the reference index used to calculate members' future pension entitlement (before and after retirement) with effect from 1 January 2011. This will now be based on

the Consumer Prices Index {CPI) rather than the Retail Prices Index (RPI).

3. Directors’ Interests in share-based Long-Term Incentive Plans

The following table sets out awards made under the Group and Standard Life Investments LTIPs. Awards are subject to vesting
conditions that are based on continuous employment and on satisfying corporate performance targets over the performance

period.
Award Dates Number of shares Value of shares
Shares in
lieu of rofled- Share Share Total
Expected Awarded  up dividends  Exercised Lapsed price at price on Actual value on
Qriginal first date of Original during to Dec durini durin At end of award axercise date of exercise
award axercise award year 2010 yea year year date*_ date exercise date
David Nish
01/05/07 17/0310 150,831 - - 74,917 75.914 - £3.2155 £2.0665 18/03/10  £154.816
21/04/08°  24/04/11 255,411 - 38,605 - - 294,016 £2.4715 - - -
20/04/09 20/04/12 319,636 - 26,766 - - 346,402 £1.8478 - - -
25/08/10 25/06113 - 778,983 16,259 - - 795,242 £1.8614 - - -
725878 778,983 81,630 74,917 75,914 1,435,660
Keith Skeoch
01/05/07 17/0310 87,078 - - 43,251 43,827 - £3.2155 £2.0595 22/03/1Q £89,075
21/04/08° 2104111 141,614 - 21,405 - - 163,019 £2.4715 - - -
20/04/09 20/0412 340,945 - 28,551 - - 369,496 £1.8478 - - -
16/06/10° 16/06/13 - 383,057 7,995 - - 361,062 £1.8274 - - -
25/06/10 25106113 - 376,081 7.849 - - 383,910 £1.8614 - - -
569,637 759,118 65,800 43251 43,827 1,307,477
Jackie Hunt’
20/04/09 20/04/12 152,695 - 12,786 - - 165,481 £1.8478 - - -
25/06/10 25/06/13 - 318,980 6 658 - - 325,638 £1.8614 - - -
152,695 318,980 19 444 - - 491,119

The Remuneration Committee has invoked the power within the LTIP rules in retation to 2008, 2009 and 2010 awards for the awards to carry a right to receive rolled-
up dividends, but anly to the extent that the awards vest, As such, these awards include shares equivalent to the level of dividends announced between November
2008 and November 2010.

% sir Sandy Cromble exercised his 2007 LTIP award on 17 March 2010 at a price of £2.0840. This resulted in a value al exercise of £411,246 for his 197,336 shares
(49.67% of his award).

The lapsed awards reflect the unvested element of the 2007 award (50.33%) which vested in March 2010.

Based on the average share price for the five dealing days immediately before the awards were granted.

The 2008 LTIP awards will vest at nil and all awards will Japse in April 2011.

Keith Skeoch also received an award on 25 June 2010 under the SLI LTIP aver Standard Life pic shares based on the average share price for the five dealing days
immediately before the award was granted.

As part of Jackie Hunt's recruitment she was granted two conditional share awards to replace the loss of LTIP awards and deferred shares at her previous employer.
The first entitied her {o receive 22,556 shares in March 2010 and the second 53,616 shares in March 2011. Both awards were subject to her still being in
employment with the Company and not under notice of termination at the date of vesting. The first award vested on 15 March 2010, with a value of £48,337 at the
date of exercise (214.3p), the second award will vest in full on 15 March 2011,

& 0 s @

The closing market price of the shares at 31 December 2010 was 216p and tha range for the year was 173p o 236.1p.

Crawford Gillles, Chairman, Remuneration Committee, Approved on behalf of the Board of Directors, 10 March 2011
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Independent auditors’ report to the members of Standard Life plc

We have audited the consolidated financia! statements of Standard Life plc {the Group) far the year ended 31 December 2010
which comprise the Consolidated income statement, the Consolidated statement of comprehensive income, the Consolidated
statement of financial position, the Consolidated statement of changes in equity, the Consolidated statement of cash flows, the
accounting policies and the related notes. The financial reporting framework that has been applied in their preparation is applicable
law and International Financial Reporting Standards (IFRSs) as adopted by the Eurgpean Union.

Respective responsibllities of Directors and auditors

As explained more fully in the Directors’ responsibilities statement set out on page 56, the directors are responsible for the
preparation of the consolidated financial statements and for being satisfied that they give a true and fair view. Our responsibility is
to audit and express an opinion on the consolidated financial statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's Ethical
Standards for Auditors.

This report, including the opinions, has been prepared for and only for the Company’s members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, 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.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by fraud cr error. This includes an
assessment of: whether the accounting policies are appropriate to the Group's circumstances and have been consistently applied
and adequately disclosed; the reasonableness of significant accounting estimates made by the Directors; and the overall
presentation of the financial statements.

Opinion on financial statements
In our gpinion the consclidated financial statements:

« Give a true and fair view of the state of the Group's affairs as at 31 December 2010 and of its profit and cash flows for the year
then ended

+« Have been properly prepared in accordance with IFRSs as adopted by the European Union
* Have been prepared in accordance with the requirements of the Companies Act 2006 and Article 4 of the IAS Regulation

Opinion on other matters prescribed by the Companies Act 2006
In our opinion:

* The information given in the Directors’ report for the financial year for which the consolidated financial statements are prepared
is consistent with the consolidated financiat statements

* The information given in the Corporate governance statement set out on page 67 with respect 1¢ internal contrel and risk
management systems and about share capital structures is consistent with the financial statements

Matters on which we are required to report by exceptlon

We have nothing to report in respect of the following:

Under the Companies Act 2006 we are required to report to you if, in our opinion:

« Certain disclosures of Directors’ remuneration specified by law are not made; or

* We have not received all the information and explanations we require for our audit; or
» A corporate governance statement has not been prepared by the Company.

Under the Listing Rules we are required to review:

» The Directors’ statement, set out on page 57, in relation to going concern

+ The part of the Corporate governance statement relating to the Company’s compliance with the nine provisions of the June 2008
Combined Code specified for our review

» Certain elements of the report to shareholders by the Board on Directors’ remuneration
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Other matter

We have reported separately on the Company financial statements of Standard Life plc for the year ended 31 December 2010 and
on the information in the Directors’' remuneration report that is described as having been audited.

Lindsay Gardiner (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Edinburgh

10 March 2011

(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 govemning the preparation and dissemination of financial statements may differ from legislation in other
jurisdictions.
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Consolidated income statement
For the year ended 31 December 2010

Restated
2010* 2009*
Notes £m £m
Revenue
Gross earned premium 3,244 3,296
Premium ceded to reinsurers {94) (95)
Net aarned premium 3,150 3,201
Net investment return 2 14,570 13,171
Fee and commission income 3 752 666
Other income 97 129
Total net revenue 18,569 17,167
Expenses
Claims and benetfits paid 5,513 5,821
Claim recoveries from reinsurers {619) {623)
Net insurance benetits and claims 4,894 5,198
Change in reinsurance assets 33 97 {942)
Change in insurance and participating liabilities 33 2,181 918
Change in investment contract liabilities 33 7,740 9,088
Change in unallocated divisible surplus 34 (22) 21)
Expenses under arrangements with reinsurers 4 569 563
Administrative expenses
Restructuring and corporate transaction expenses 8 72 59
Other administrative expenses 5 1,535 1,427
Total administrative expenses 1,607 1,486
Change in liability for third party interest in consolidated funds 3 443 323
Finance costs 113 115
Total expenses - 17,622 16,728
Share of profit/{ioss) from associates and joint ventures 16 24 (29)
Profii before tax 971 410
Tax expense attributable to policyholders’ returns 9 400 299
Profit before tax attributable to equity holders’ profits 51 111
Total tax expense 498 279
Less: Tax attributable to policyholders’ retums (400) (299)
Tax expensa/{credit) attributable to equity holders’ profits 9 98 (20)
Profit tor the year from continuing operations 473 131
Profit for the year from discontinued operations 10 20 49
Profit for the year 493 180
Attributable to:
Equity holders of Standard Life plc 432 213
Non-controlling interests 31 61 {33)
493 180
Earnings per share from continuing operations
Basic (pence per share) 1 18.4 7.5
Diluted {pence per share) 11 18.3 7.5

* The Group's healthcare business, Standard Life Healthcare Limited, was sold on 31 July 2010 and has therefore been classified as a discontinued operation. The
prasentation of the 2009 comparatives in certaln primary statements and in the comesponding notas has been reclassitied accordingly, as indicated. The Group's
banking business, Standard Lite Bank plc, was sold on 1 January 2010 and was classified as a discontinued operation for the year ended 31 December 2009,

The Notes on pages 95 to 204 are an integral part of these consolidated financia! statements.
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Consolidated statement of comprehensive income
For the year ended 31 December 2010

Restated
2010 2009
Notes £m £m
Profit for the year 493 180
Less: Profit from discontinued operations 10 (20) (49)
Profit from continuing operations 473 13
Fair value (losses)/gains on cash flow hedges (2) 1
Actuarial gains/(losses) on defined benefit pension schemes 38 184 (77
Revatuation of land and buildings 18 (19) (16)
Net investment hedge 30 {39) (12)
Exchange difterences on translating foreign operations 30 122 (65)
Equity movements transferred to unallocated divisible surplus 34 {2} 104
Aggregate equity holder tax effect of items recognised in comprehensive income g {60} 28
Other comprehensive income/{expense) for the year from continuing operations 189 (37)
Total comprehensive incoms for the year from continuing operations 662 94
Profit from discontinued operations 10 20 49
Other comprehensive income {rom discentinued operalions 10 24 8
Total comprehensive income for the year from discontinued operations 44 57
Total comprehensive income for the year 706 151
Attributable to:
Equity holders of Standard Life plc
From continuing operations 601 127
From discontinuad operations 44 57
Non-controlling interests
From conlinuing operations 61 (33)
706 151

The Notes on pages 95 to 204 are an integral part of these consolidated financial statements.
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Pro forma reconciliation of consolidated operating profit to profit for the year
For the year ended 31 December 2010

2010" 2009°
Notes £m £m
Operating profit before tax from continuing operations
UK 234 222
Canada 110 113
tntemational 15 23
Global investment management 103 73
Other (37) (32)
Operating profit betore tax from continuing operations 425 399
Adjusted for the following items:
Short-term fluctuaticns in investment return and economic assurmplion changes 12 127 (214)
Restructuring and corporate transaction expenses ;] (74} (52)
Impaimrnent of intangible assets - (2)
Impairment of investments in associates (1) -
Other operating profit adjustments 12 30 13
Non-operating profit/(loss) before tax from continulng operations 85 (255)
Profit/{loss) atiributable to non-controlling interests 61 33)
Profit before tax attributable to equity holders' protits 571 111
Tax {expense)/credit attributable to:
Qperating profit (89) (34)
Adjusted items (9) 54
Total 1ax (expense)/credit attributable to equity holders’ profits (98) 20
Profit for the year from continuing operations 473 131
Profit for the year from discontinued operations 10 20 49
Profit for the year 493 180

*  The Group's healthcare business, Standard Life Healthcare Limited, was sold on 31 July 2010 and the Group’s banking business, Standard Life Bank ple, was sold
on 1 January 2010. Both businesses have been classified as discontinued operations. The analysis of oparating profit presented for the years ended
31 December 2010 and 31 December 2009 include continuing operations only.

Operating profit excludes impacts arising from short-term fluctuations in investment return and economic assumption changes. Itis
calculated based on expected returns on investments backing equity holder funds, with consistent allowance for the corresponding
expected movements in equity holder liabilities. Impacts arising from the difference between the expected return and actual return
on investments, and the corresponding impact on equity holder liabilities, are excluded from operating profit and are presented
within profit before tax. The impact of certain changes in economic assumptions is alsc excluded from operating profit and is
presented within profit before tax.

Adjustment is made for restructuring costs and significant corporate transaction expenses. Operating profit is also adjusted for
impairment of intangible assets and profit or loss arising on the disposal of a subsidiary, joint venture or associate. Other operating
profit adjustments include volatility arising from changes in insurance and investment contract liabilities driven by corresponding
changes in tax provisions, and items which are ane-cff in nature and outside the control of management and which, due to their
size or nature, are not indicative of the long-term operating performance of the Group.

The Directors believe that, by eliminating this volatility from equity holder profit, they are presenting a more meaningful indication of
the long-term operating performance of the Group.
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Consolidated statement of financial position

As at 31 December 2010
2010 2009

Notes £m £m
Assets
Intangible assets 14 135 1086
Deferred acquisition costs 15 881 872
Investments in associates and joint ventures 16 3,087 2,169
Investment property 17 8,410 711
Property, plant and equipment 18 164 161
Pension and other post-retirement benefits assets 38 281 -
Deferred tax assets 19 201 330
Reinsurance assets 33 6,962 7,032
Loans 21 3,136 2,769
Derivative financial assets 22 1,343 1,229
Equity securities and interests in pooled investment funds 20 60,307 50,858
Debt securities 20 69,735 55,323
Receivables and other financial assets 23 1,743 1,516
Other assets 24 297 307
Cash and cash equivalents 25 7,434 7436
Assets of operations classified as held for sale - 9,385
Total assets 154,116 146,613
Equity .
Share capital 26 228 224
Shares held by trusts 27 {21) -
Share premium reserve 28 976 888
Retained eamings 29 1,094 685
Other reserves 30 1,626 1,660
Equity attributable to equity holders of Standard Life pic 3,903 3457
Non-controlling interests kil 335 296
Total equity 4,238 3,753
Liabilities
Non-participating contract liabilities 33 99,164 85,892
Participating contract liabilities KK 33,474 32,352
Deposits received from reinsurers 32 6,021 6,104
Third party interest in consolidated funds K| 5,454 3,004
Borrowings 36 245 227
Subordinated liabilities 37 1,799 1,832
Pension and other posti-retirement benefit provisions 38 7 04
Deferred income 39 382 371
Deferred tax liabilities 19 220 105
Income ax liabilities 19 181 109
Derivative financial liabilities 22 924 797
Other financial liabilities 40 1,826 2,737
Cther liabilities 41 117 g3
Liabilities of operations classified as held for sale - 9,143
Total liabilities 149,878 142,860
Total equity and liabilitles 154,116 146,613

Approved on behalf of the Board of Directors on 10 March 2011 by the following Directors:

ﬁ%’?%———@ e

Gerry Grimstone, Chairman Jackie Hunt, Chief Financia! Officer

The Notes on pages 95 to 204 are an integral part of these consolidated financial statements.
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Consolidated statement of changes in equity
For the year ended 31 December 2010

Total equity
attributable to
Shares Share equity holders Non-
Share held by premium Retained Other of Standard controlling Total

capital trusts reserve earnings reserves Life plc interests equity
2010 £m £m £m £m £m £m £m £m
1 January 224 - 888 685 1,660 3,457 296 3,753
Profit for the year - - 432 432 61 493
Other comprehensive income for the year - - 124 89 213 - 213
Total comprehensive income for the year - - - 556 89 645 61 706
Distributions to equity holders - (273) {5} (278) (278)
Issue of share capital other than in cash 4 - 88 - - 92 92
Reserves credit for employee share-based payment
schemes - - 18 18 - 18
Transfer to retained earnings for vested employee
share-based payment schemes . 5 {5} - -
Shares acquired by employse trusts (35) - - {35) {35)
Shares distributed by employee trusts - 10 - (10} - - -
Transfer between reserves on disposal of subsidiaries - - 121 (121) - -
Shares gifted to charity - 4 - - 4 - 4
Other movements in non-controlling interests in
the year - - - - - (22} (22)
31 Dacember 228 {21) 976 1,094 *1,626 3,903 335 4,238

Total equity
attributable to
Shares Share equity holders Non-

Share held by premium Retained Other ot Standard controlling  Total

capital  trusts reserve eamings reserves Lite plc Interests  equity
2009 £m £m £m £m £m £m £m £m
1 January 218 - 792 774 1,623 3,407 334 3741
Profit/(loss) for the year - - - 213 - 213 (33) 180
OCther comprehensive (expense)/income for the year - - - (50) 21 (29) - (29)
Total comprehensive income/{expense) for
the year - - - 163 21 184 (33) 151
Distributions to equity holders - - - {260) - {260) - (260)
Issue of share capital other than in cash 6 - 96 - - 102 - 102
Reserves credit tor employee share-based payment
schemes - - - - 24 24 . 24
Transfer to retained earnings for vested employee
share-based payment schemes - - - 8 (8) - . -
Qther movements in non-controlling interests in
the year - - - - - - (5} (5)
31 December 224 - 888 685 1,660 3,457 296 3,753
The Notes on pages 95 to 204 are an integral par of these consclidated financial statements.
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Consolidated statement of cash flows
For the year ended 31 December 2010

Restated
2010 2009
Notes £m £m
Cash tlows from operating actlvitles
Prafit before tax from continuing operations 971 410
Profit before tax from discontinued operations 10 17 93
988 503
Change in operating assets 44 (15,726) {11,074}
Change in operating liabilities 44 12,457 8,859
Non-cash and other items 44 240 235
Taxalion paid (262) (239)
Net cash flows from operating activitles {2,303) {1,716}
Cash flows from Investing activitles
Purchase of property, plant and equipment 18 (18) {13)
Proceeds from sale of property, plant and equipment 2 54
Disposal of subsidiaries net of cash disposed (1,272)
Acquisition of subsidiaries net of cash acquired (19)
Acquisition of investments in assoctates and joint ventures (16) (8)
Dividends received from associates and joint ventures - 2
Proceeds from sale of intangible assets 1 -
Purchase of intangible assets {46} (16)
Net cash flows from Investing activitles (1,368) 19
Cash flows from financing activities
Proceeds from other borrowings 33 11
Repayment of other borrowings (33) (19)
Capital flows from non-controlling interests and third party interest in consolidated funds 2,553 960
Distributions paid to non-controlling interests (56) (35)
Shares acquired by trusts (35) -
Interast paid (117) (131)
Ordinary dividends paid 13 (1886) (158)
Net cash flows from financing activities 2,159 628
Net decrease in cash and cash equivalents (1,512) (1,069}
Cash and cash equivalents at the beginning of the year 25 8,840 9,951
Eftects of exchange rate changes on cash and cash equivalents 2 {42}
Cash and cash equlvalents at the end of the year 25 7,330 8,840
Supplemental disclosures on cash flows from operating activities
Interest paid - 275
Interest received 2,663 3,003
Dividends received 1,329 1,266
Rental income received on investment properties 605 599

The Notes on pages 95 to 204 are an integral pan of these consolidated financial statements.
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Accounting policies
(a) Basis of preparation

These consclidated financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRS) issued by the International Accounting Standards Board (IASB) as endorsed by the European Union (EU), with
interpretations issued by the International Financial Reporting Standards Interpretations Committee and with those parts of the
Companies Act 2006 applicable to companies reporting under IFRS.

The principal accounting policies set out below have been consistently applied to all financia! reporting periods presented in these
consolidated financial statements, unless otherwise slated.
(a){i} New standards, interpretations and amendments to published standards that have been adopted by
the Group
The Group has adopted the following amendments to IFRSs, International Accounting Standards (IASs) and interpretations which
are effective from 1 January 2010 and management considers that the implementation of these amendments and interpretations
has had no significant impact on the Group's financial statements:
» IFRAS 3 Business Combinalions (revised)
¢ 1AS 27 Consolidated and Separate Financial Statements {revised)
« [mprovements to IFASs 2009
Amendments to IFRS 2 Share-based Payment - Group Cash-seitied Transactions
Amendments to IAS 38 Financial Instruments: Recognition and Measurement — Eligible Hedged ltems
IFRIC 17 Distributions of Non-Cash Assets to Owners
IFRIC 18 Transfers of Assets from Customers

{a)(li} Standards, interpretations and amendments to published standards that are not yet effective and have not
been early adopted by the Group

Certain new standards, amendments and interpretations to existing standards have been published that are mandatory for the
Group's annual accounting periods beginning on or after 1 January 2011 or later periods. The Group has not early adopted the
standards, amendments and interpretations described befow:

* & & @

IFRS 9 Financial Instruments on classification and measurement (effective for annual perliods beginning on or after

1 January 2013)

IFRS 9 will replace IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 allows only two measurement categories
for financial assets: amortised cost and fair value. All equity instruments are measured at fair value. A debt instrument is measured
at amoniised cost only if it is held to collect contractual cash flows and the cash flows represent principal and interest, otherwise it
is measured at fair value through profit or loss (FVTPL). For financial liabilities designated as at FVTPL, changes in the fair value
due to changes in the liability's credit risk are recognised directly in other comprehensive income. Financial liabilities that are
neither held for trading nor elected to be held at FYTPL are measured at amortised cost. Financial liabilities that are held for
trading are measured at FVTPL. The standard has not yet been endorsed by the EU.

Amendment to IAS 32 Financial Instruments: Presentation (etfective for annual periods beginning on or after

1 February 2010)

The amendment addresses the accounting for rights issues (rights, options or warrants) that are denominated in a currency ather
than the functional currency of the issuer. Previously such rights issues were accounted for as derivative liabilities and the
amendment requires that, provided certain conditions are met, such rights issues are ctassified as equity regardless of the
currency in which the exercise price is denominated.

Amendment to IAS 24 Related Party Disclosures (ettective tor annual periods beginning on or after 1 January 2011)
The amendment removes the requirement for government-related entities to disclose details of all transactlions with the
govemnmment and other government-related entities. It also clarifies and simplifies the definition of a related party.

Improvements to IFRSs published in May 2010
The publication amends six standards and one IFRIC.

Disclosures: Transfers of Financial Assets — Amendments to IFRS 7 Financial Instruments: Disclosures (effective for
annual periods beginning on or after 1 July 2011)

The aim of the amendment is to promote transparency in the reporting of transfer transactions and improve users’ understanding of
the risk exposures relating to transfers of financial assets and the effect of those risks. The amendment has not yet been endorsed
by the EU.
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Accounting policies continued

(a) Basls of preparation continued

(a)(il) Standards, Interpretations and amendments to published standards that are not yet effective and have not
been early adopted by the Group continued

Deferred Tax: Recovery of Underlying Assets — Amendments fo IAS 12 Income Taxes (effective for annual periods
beginning on or after 1 January 2012)

Currently IAS 12 requires that the measurement of the deferred tax relating to an asset is dependent upon whether it is expected
that the carrying amount of the asset will be recovered through use or sale. The amendments introduce an exception to the
existing principle for the measurement of deferred tax assets or liabilities arising on investment property measured at fair value. As
a result of the amendments, SIC 21 Income taxes — recovery of revalued non-depreciable assets would no longer apply to
investment properties carried at fair value. The amendments alse incorporate into IAS 12 the remaining guidance previously
contained in SIC 21, which is accordingly withdrawn. The amendments have not yet been endorsed by the EU.

IFRIC 19 Extingulshing Financial Liabilities with Equity Instruments {effective from the beginning of the earliest
comparative period presented, for annual periods beginning on or after 1 July 2010)

The interpretation clarifies the accounting treatment in the situation where an entity renegotiates the terms of its debt resulting in
the liability being extinguished through the deblor issuing its own equily instruments to the creditor. A gain or loss is recognised in
the income statement based on the fair value of the equity instruments compared to the carrying amount of the debt.

Amendment to IFRIC 14 Prepayment of a Minimum Funding Requirement (effective for annual periods beginning on or
after 1 January 2011}

The amendment to IFRIC 14 IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction
removes an unintended consequence of IFRIC 14 related to voluntary pension prepayments when there is a minimum funding
requirement.

(a)(iii} Critical accounting estimates and judgement in applying accounting policies

The preparation of financial statements, in conformity with Generally Accepted Accounting Principles (GAAP), requires
management to make estimates and assumptions and exercise judgements in applying the accounting policies that affect the
reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses arising during the year. Estimates and judgements are continually evalualed and based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the circumstances. The areas where
judgements, estimates and assumplions have the most significant effect on the amounts recegnised in the financial statements are
as follows:

* Fair value determination of financial instruments at fair value through profit or loss — refer to {g)(i} and Note 43
+ Fair value determination of investment property and land and buildings — refer to (I}, {m) and Notes 17 and 18
+ (Classification of insurance and investment contracts — refer to (f)

s Insurance contract liabilities — refer to {u), (v), (w), (x) and Note 32

+ Pension and other post-retirement provisions — refer to (aa) and Note 38

* |Impairment testing — refer to (i}, (j), (0), (p) and Note 42

{a){lv) Change In Group's chosen supplementary measure of IFRS performance

During 2010, the Group adopted operating profit as its main IFRS performance measure in place of IFRS underlying profit (refer to
accounting policy (jj)). This performance measure was reported for the first time in the Half Year Results 2010. The Directors
consider that this change provides equity holders and other stakeholders with a better understanding of the Group's long-term
operating performance by removing the impact of short-term economic volatility. In addition, the change is considered to better
reflect the Group's internal management approach while also allowing for greater comparability with others in the industry. The key
differences between the previous and the new measure are as follows:

Removal of short-term fluctuations in investment return and economic assumption changes:

e Under the previous method of reporting, short-term fluctuations in investment return were enly partly excluded from IFRS
underlying profit through an adjustment for the volatility arising on different asset and liability valuation bases.

« Operating profit is calculated based on expected returns on investments backing equity holder funds, with a consistent
treatrment of the corresponding expected movements in equity holder liabilities. Impacts arising from the difference between the
expected return and actual return on investments and the corresponding impact on liabilities are excluded from operating profit,
and are reporied within the statutory IFRS profit before tax. The impact of certain changes in economic assumptions is also
excluded from operating profit, and is reported within profit before tax.

Other adjustments:

« Volatility arising from changes in insurance and investment contract liabilities caused by changes in 1ax provisions in the
Canadian subsidiary was previously included in IFAS underlying profit. As this item has no overall impact on equity holder profit
after tax, it is excluded from operating profit.

* Adjustment is also made for one-off items which are outside the control of management and which, due to their size or nature,
are not indicative of the long-term operating performance of the Group. Previously such items would have been included in
IFRS underlying profit. In 2010 and 2009, no such one-off items were adjusted in determining operating profit.
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The table below presents the effect of the above changes to the Group's chosen measure of IFRS performance for the year ended

31 December 2009:

Underlying Effect of change Operating profit

profit 2009 of measure 2009
£m £m £m

Underlying/operating profit before tax from continuing operations
UK 184 38 222
Canada 4] 120 113
Intemational 18 5 23
Global investment management 66 7 73
Other {45) 13 {32)
Underlying/operating profit before tax from continuing operations 216 183 399

Adjusted for the following items:

Shont-term fluctuations In invesiment retum and economic assumption changes (214) {214)
Valatility arising on difierent asset and liability valuation bases {18) 18 -
Restrucluring and corporate transaction expenses (52) - (52)
Impairment of intangible assets (2) - 2)
Other operating profit adjustments 13 13
Loss attributable to non-controlling interests (33) - (33}
Profit before tax attributable to equity holders® profits 111 - 111
Tax credit/{expense) attributable to underlyingfoperating profit 3 (37) {34)
Tax credit attributable to adjusted items 17 37 54
Total tax (expense)/credit attributable to equity holders' profits 20 - 20
Profit for the year from continuing operations 131 - 131
Profit tor the year from discontinued operations 49 - 49
Profit for the year 180 - 180

{b) Basis of consolidation

The Group financial statements consolidate the income statements and statements of financial position of the Company and its
subsidiary undertakings. Associate and joint venture undertakings are accounted for using the equity method from the date that

signiticant influence or joint control, respectively, commences until the date this ceases.

{b){1) Subsidiarles

Subsidiaries are all entities, including special purpose entities, over which the Group has the power to govern the financia!l and
operating policies. Such power, generally but not exclusively, accompanies a shareholding of more than one half of the voling
rights. The existence and effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Group controls another entity. Subsidiaries are fully consolidated from the date on which control is

transferred to the Group until the date that control ceases.

The Group uses the acquisition method of accounting for the acquisition of subsidiaries. The consideration transferred in a
business combination is measured at fair value at the acquisition date and is calculated as the sum of the acquisition date fair
values of the assets transferred, the liabilities incurred and the equity interests issued. Acquisition-related costs are expensed

when incurred.

Intra-group transactions, balances and unrealised gains on intra-group transactions are eliminated. Unrealised losses are also
eliminated unless the transactions provide evidence of an impairment of the asset transferred. Subsidiaries’ accounting policies

have been changed where necessary to ensure consistency with the policies adopted by the Group.

Where the Group owns more than 50% of an investment vehicle, such as open-ended investment companies, unit trusts and
limited partnerships, and it is consolidated, the interests of parties other than the Group in such vehicles are classified as liabilities.
These are recognised in the third party interest in consolidated funds line in the consolidated statement of financial position and
any movements are recognised in the consolidated income statement. The interests of parties other than the Group in all other

types of entities are recorded as non-controlling interests in equity.
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Accounting policies continued

{b) Basis of consolidation continued
{b){li) Associates and joint ventures

Associates are entities over which the Group 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 Group and other parlies undertake an economic
activity, which is subject to joint control arising from contractuat agreement,

Where the Group has a significant holding in an investment vehicle that meets the definition of an associate or joint venture and
that investment in an associate and joint venture backs policyholder liabilities, including the unallocated divisible surplus, the scope
exemption under IAS 28 Investments in Associates is applied and that investment is designated as at fair value through profit or
loss (FVTPL) in accordance with 1AS 39 Financial Instruments: Recognition and Measurement.

All other associates and joint venlures are accounted for using the equity method and, in this case, the Group’s investment in
associates and joint ventures includes goodwill, net of any impairment loss, identified on acquisition.

Investments in associates and joint ventures that are accounted for using the equity method are initially recognised at cost and
adjusted thereafter for the post-acquisition change in the Group’s share of net assets of the associate and joint ventures. The
Group's share of posl-acquisition results of its asscciates and joint ventures is recognised in the income statement. The Group's
share of any post-acquisition movements in reserves, where the associale recognised a gain or loss directly in equity, is
recognised in reserves. The cumulative post-acquisition movements are adjusted against the carrying amount of the investment.

Where the Group's share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured
receivables, the Group's carrying amount is reduced to nil and recognition of further lesses is discontinued excent to the extent that
the Group has incurred legal or constructive obligations in connection with or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates and joint ventures are efiminated to the extent of the
Group's interest in the associates and joint ventures. Unrealised losses are also eliminated unless the transactions provide
evidence of an impairment of the asset transferred. The accounting policies of associates and joint ventures have been changed
where necessary 1o ensure consistency with the policies adopted by the Group.

(c) Group reconstructions

The Group uses merger accounting principles to account for group reconstructions which are not business combinations within the
scope of IFRS 3 Business Cambinations (revised). Under the principles of merger accounting, assets and liabilities transferred to a
new entity are recorded in the new entity at the carrying value they were measured at by the transferor. No goodwill is recognised
as a result of such transactions.

{(d} Foreign currency translation
The consolidated financial statements are presented in millions pounds Sterling, which is the Group’s presentation currency.

The statements of financial position of Group entities that have a different functional currency than the Group's presentation
currency are translated into the preseniation currency at the year end exchange rate and their income statements and cash flows
are translated at average exchange rates for the year. All resulting exchange differences arising are recognised in the foreign
exchange reserve in equity. Where the unallocated divisible surplus changes as a result of such exchange differences which are
atiributable to participating policyholders, this change in the unallocated divisible surplus is not recognised in the income statement
but is recognised in equity {refer also to (h}(v)).

Foreign currency transactions are translated into the functional currency 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 equity securities held at fair value through profit or loss, 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.

(e) Segment reporting

The Group'’s reporiable segments have been identified in accordance with the way in which the Group is structured and managed
and the way in which key financial information used by the Executive team to review performance is presented.

(f) Classification of insurance and investment contracts

The measurement basis of assets and lizbilities arising from life and pensions business contracts is dependent upen the
classification of those contracts as either insurance or investment contracts. A contract is classified as insurance only if it transfers
significant insurance risk. Insurance risk is significant if an insured event could cause an insurer to pay significant additional
benefits to those payable if no insured event occurred, excluding scenarios that lack commercial substance. A contract that is
classified as an insurance contract remains an insurance contract until all rights and obligations are extinguished or expire. When a
policyholder exercises an option within an investment contract to utilise withdrawal proceeds from the invesiment contract fo
secure future benefits which contain significant insurance risk, the related investment contract liability is derecognised and an
insurance contract liability is recognised. The withdrawal proceeds which are used to secure the insurance contract are recognised
as premium income in accordance with accounting policy (g)(ii}. Life and pensions business contracts that are not considered to be
insurance contracts are classified as investment contracts.
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The Group has written insurance and investment contracts which contain discretionary participating features {e.g. with profits
business). These contracts provide a contractual right to receive additional benefits as a supplement to guaranteed benefits. These
additional benefits are based on the performance of with profits funds and their amount and timing is at the discretion of the Group.
These contracts are referred to as participating contracts.

Generally, life and pensions business product classes are sufficiently homogeneous to permit a single classification at the level of
the product class. However, in some cases, a product class may contain individual contracis that fall across multiple classifications
(hybrid contracts). For certain significant hybrid contracts the product class is separated into the insurance element, a
non-participating investment element and a participating investment element, sc that each element is accounted for separately.

Healthcare and general insurance business contracts are classified as insurance contracts only if they transfer significant
insurance risk,

{g) Revenue recognition
{g)(i} Deposit accounting for non-participating investment contracts

Contributions received on non-participating investment contracts are treated as policyholder deposits and not reported as revenue
in the income statement.

Deposit accounting is also applied to reinsurance contracts that do not qualify as insurance contracts under policy (f).

The fee income associated with non-participating investment contracts is dealt with under policy (g)(iv).

{g)(ii) Premiums

Premiums received eon life and pensions business insurance contracts and participating investment contracts are recognised as
revenue when due for payment, except for unit linked premiums which are accounted for when the corresponding liabilities are
recognised. For single premium business, this is the date from which the policy is effective. For regular (and recurring) premium
contracts, receivables are established at the date when payments are due.

Premiums receivable on healthcare and general insurance business insurance contracts are recognised as revenue as they are
earned over the period of the policy having regard to the incidence of rigk.

fg){ili) Net investment return

Gains and losses resulting from changes in both market value and foreign exchange on investments classilied as fair value
through profit or loss, including investment income received (such as 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
incomne statement.

For loans measured at amortised cost, interest income recognised in the income statement is calculated using the effective interest
rate method.

Dividend income is recognised in the income stalement when the right to receive payment is established.
Rental income is recognised in the income statement on a straight-line basis over the term of the lease.

(g){iv) Fee and commission Income

All fees related to unit linked non-participating investment contracts are deemed to be associated with the provision of investment
management services. Fees related to the provision of investment management services and administration services are
recognised as the services are provided. Front-end fees, which are charged at the inception of service contracts, are deferred as a
liability and recognised over the expected life of the contract. Ongoing fees that are charged periodically, either directly or by
making a deduction from invested funds, are recognised as received, which corresponds to when the services are provided.

Commissions received or receivable are recognised as revenue on the commencement or renewal date of the related policies.
Howaver, when it is probable that the Group will be required to render further services during the life of the policy, the commission
is deterred as a liability and is recognised as the services are provided.

Trail or renewal commission on non-participating investment contracts where the Group does not have an unconditiona! legal right
to avoid payment, is deferred at inception of the contract and an offsetting liability for contingent commission is established.
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Accounting paolicies continued

(h} Expense recognition

{h}{i} Deposit accounting for non-participating Investment contracts

Withdrawals paid out to policyholders on non-participating investment contracts are treated as a reduction to policyholder deposits
and not recognised as expenses in the income statement.

Deposit accounting is also applied to reinsurance contracts that do not qualify as insurance contracts under policy (f) above.

{h}{ii} Claims and beneflts paild

Claims paid on life and pensions business insurance contracts and participating investment contracts and healthcare and general
insurance business insurance contracts are recognised as expenses in the income statement.

Maturity claims and annuities are accounted for when due for payment. Surrenders are accounted for when paid or, if earlier, on
the date when the policy ceases to be included within the calculation of the insurance fiability. Death claims and all other claims are
accounted for when natified. Healthcare and general insurance claims are accounted for when there is sufficient evidence of their
existence and a reasonable assessment can be made of the monetary amount involved.

Claims payable include the direct costs of settlement. Reinsurance recoveries are accounted for in the same period as the related
claim.

{h){iii) Change In Insurance and participating investment contract liabllities

The change in insurance and participating investment coniract liabilities comprising the full movement in the corresponding
liabilities during the period is recognised in the income statement.

{h)}{iv) Change In Investment contract llabilities

Investment return and related benefits credited in respect of non-paricipaling investment contracts are recognised in the income
statement as changes in invesiment contract liabilities.

(h){v} Change in unallocated divisible surplus {(UDS)

The change in UDS recognised in the income statement comprises the movement in the UDS during the period. However, where
movements in assets and liabilities which are attributable to participating policyholders are taken directly to equity, the change in
UDS arising from these movements is not recognised in the income statement as it is also recognised in equity.

{h){vl) Expenses under arrangements with relnsurers

Expenses, including interest, arising under elements of contracts with reinsurers that do not transfer significant insurance risk are
recognised as they are incurred in the income statement as expenses under arrangements with reinsurers.

(i) 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 reporting 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.

(j} Goodwill and intangible assets
{IM1) Goodwill

In a business combination, gocodwill represents the excess of the consideration transferred, the amount of any non-controlling
interest and the fair value of any previously held interest, over the fair value of the Group's share of the identifiable assets acquired
and the liabilities assumed at the acquisition date.

For the purpose of impairment testing, goodwill acquired in a business combination is allocated, from the acquisition date, to each
of the Group's cash generating units that are expected to benefit from the business combination. The carrying amount of goodwill
for each cash generating unit is reviewed when changes in circumstances or events indicate that there may be uncertainty over its
carrying value, and at least annually.

Goodwill is canied at cost less any accumulated impairment losses and is included in intangible assets.

{l)(ii} Intangible assets

Intangible assets, including internally developed software and software purchased from third parties, are recognised in the
statement of financial position if it is probable that the relevant future economic benefils attributable to the asset will flow to the
Group and their cost can be measured reliably and are either identified as separable (i.e. capable of being separated from the
entity and sold, transferred, rented, or exchanged) or they arise from contractual or other legal rights, regardless of whether those
rights are transferable or separable.
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Intangible assets are carried at cost less accumulated amortisation and any accumulated impairment losses. Amortisation is
charged to the income statement on a straight-line basis over the estimated usetul life of the intangible asset. Impairment losses
are calculated and recorded on an individual basis in a manner consistent with policy (i). Amortisation commences at the time from
which an intangible asset is available for use.

{k} Deferred acquisition costs
{k}{l) UK, Ireland and Germany - insurance and participating investment contracts

Acquisition costs incurred in issuing participating insurance or participating investment contracts are not deferred where such costs
are bome by a with profits fund that is subject to the Financial Services Authority’s (FSA) realistic capital regime. For other
participating investment contracts incremental cests and other costs directly attributable to the issue of the contracts are delerred.
For other insurance contracis, acquisition costs, which include both incremental acquisition costs and other indirect costs of
acquiring and processing new business, are deferred.

Deferred acquisition costs are amortised in proportion to projected margins over the period the relevant contracts are expected 1o
remain in force. After initial recognition deferred acquisition costs are reviewed by category of business and written off to the extent
that they are no longer considered to be recoverable.

(k){ii) Canada - insurance and participating investment contracts

Implicit allowance is made for deferred acquisition costs in the Canadian Asset Liability Valuation Model (CALM). Therefore no
explicit deferred acquisition costs have been recognised separately for business written by the Canadian subsidiaries.

(k){iil) UK, Ireland, Germany and Canada - non-participating investment contracts

Incremental costs directly attributable to securing rights to receive fees for asset management services sold with unit linked
investment contracts are deferred. Where such costs are borne by a with profits fund that is subject to the FSA's realistic capital
regime deferral is limited to the level of any related deferred income.

Deferred acquisition costs are amortised over the life of the contracts as the related revenue is recognised. After initial recognition
deferred acquisition costs are reviewad by category of business and are written off to the extent that they are no longer considered
10 be recoverable.

() Investment property

Property held for long-term rental yields or investment gain that is not occupied by the Group and property being constructed or
developed for future use as investment preperty are classified as investment property.

Investment property is initially recognised at cost including any directly attributable transaction costs. Subsequently investment
propenrty is measured at fair value. Fair value is determined without any deduction for transaction costs that may be incurred on
sale or other disposal. Fair value is based on active market prices, adjusted, if necessary, for any difference in the nature, location
or condition of the specific asset. If this information is not available, alternative valuation methods such as discounted cash flow
analysis or recent prices in less active markets are used. Valuations are carried out at least annually, by external independent
qualified valuers. Gains or losses arising from changes in fair value are recognised in the income statement. Investment property is
not depreciated.

Property located on land that is held under an operating lease is classified as investment property as long as it is held for long-term
rental yields and is not occupied by the companies in the Group. The initial cost of the property is the lower of the fair value of the
property and the present value of the minimum lease payments.

Rental income from investment propenty is recognised in the income statement on a straight-line basis over the term of the lease.
Lease incentives granted are recognised as an integral part of the total rental income and are also spread over the term of the
lease.

(m) Property, plant and equipment

Land and buildings consist of property occupied by the Group. Land and buildings are recognised initially at cost and subsequently
at fair value at the date of revaluation less any subsequent accumulated depreciation. Fair value is based on active market prices,
adjusted, if necessary, for any difference in the nature, location or condition of the specific asset. If this information is not available,
alternative valuation methods such as discounted cash flow analysis or recent prices in less active markets are used. Valuations
are carried out at least annually by external independent qualitied valuers. Preperty occupied by the Group is valued on a vacant
possession basis. Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the
asset and the net amount is restated to the revalued amount of the asset.

Prior to the demutualisation of The Standard Life Assurance Company (SLAC), increases in the fair value of land and buildings
were recognised in the unallocated divisible surplus and following the demutualisation of SLAG, all fair value increases are
recognised in the revaluation reserve in equity. Where the unallocated divisible surplus changes as a result of fair value increases
which are attributable to panticipating policyholders, this change in the unallocated divisible surplus is not recognised in the income
statement but through equity. Decreases in the fair value of land and buildings that offset previous increases in the same asset
were recognised in the unallocated divisible surplus prior to the demutualisation of SLAC and are recognised in the revaluation
reserve in equity post the demutualisation of SLAC. All other decreases are charged to the income statement for the period.
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Accounting policies continued

{m)} Property, plant and equipment continued

Owner occupied properties are depreciated on a straight-line basis over their estimated useful lives, generally between 30 and 50
years. The depreciable amount of an asset is determined by the difference between the fair value and the residual value. The
residual value is the amount that would be received on disposal if the asset was already at the age and condition expected at the
end of its useful lite.

Equipment is stated at historical cost less depreciation. Depreciation on equipment is charged to the income statement on a
straighi-line basis over their estimated useful lives of between two and 15 years. The residual values and useful lives of the assets
are reviewed at each reporting date and adjusted if appropriate.

{n} Income tax

The income 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 statement of financial position liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the consolidated financial statements. Deferred tax assets are
recognised to the extent that it is probable that future taxable profits wil! 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 settlerent of the carrying
amount of assets and liabilities.

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 and the timing of the reversal of that difference cannot
he controlled. Deferred tax is provided on unremitted earnings of subsidiaries to the extent that the temporary difference created is
expected to raverse in the foreseeable future and the Group is not able to control the timing of the reversal.

Deferred tax is recognised in the income statement except when it relates to items recognised directly in the statement of
comprehensive income, in which case it is credited or charged directly to equity through the statement of comprehensive income.

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

The Group's long-term businesses in the UK and lreland are subject to tax on policyholders' investment returns on certain products
and tax on equity holder profits. Policyholder tax is accounted for as an income tax and is included within the total income tax
expense. Total income tax expense is analysed between equity holder tax and policyholder tax in the consolidated income
statement. Equity holder tax is current and deferred tax on profits attributable to equity holders. Policyholder tax represents current
and deferred tax on investment returns attributable to policyholders.

{0} Reinsurance assets

Reinsurance assets primarily include balances due for ceded insurance liabilities. Amounts recoverable from reinsurers are
estimated in a manner consistent with the assumptions used for ascertaining the underlying policy benefits, subject to the terms of
the contract.

Amounts due from reinsurers in respect of claims incurred are separately recognised in Receivables and other financial assets and
are accounted for on a basis consistent with loans (refer to policy (p)).

It a reinsurance asset is considered to be impaired, the carrying amount is reduced to the recoverable amount and the impairment
loss is recognised in the income statement.

Contracts with reinsurers are assessed to determine whether they contain significant insurance risk. Contracts that do not give rise
to a significant transfer of insurance risk to the reinsurer are considered financial reinsurance and are accounted for and disclosed
in a manner consistent with financial instruments.

Contracts that give rise to a significant transfer of insurance risk to the reinsurer are assessed to determine whether they contain
an element that does not transfer significant insurance risk and which can be measured separately from the insurance component.
Where such elements are present they are accounted for separately with any deposit element being accounted for and disclosed in
a manner consistent with financiat instruments.

{p) Loans

Loans are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market other than
those that the Group intends to sell in the short term or that it has designated as fair value through profit or loss (FVTPL). Financial
assets classified as loans include loans secured by mortgages and loans secured on policies.

Loans are initially measured at fair value plus directly attributable transaction costs. Subsequently, they are measured at amortised
cost, using the effective interest rate (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.
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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 Group. This would include 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 Group 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 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.

I there is no evidence of impairment on an individual basis, a collective impairment review is undertaken whereby the assels 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 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.

{q) Equity securities, debt securities and derivatives

Management determines the classification of equity securities, debt securities and derivatives at initial recognition. The Group has
designated ils equity securities and debt securities as at fair value through the prefit or loss. All derivatives are held at fair value
and where derivatives are not designated as part of a hedging relationship, changes in fair value are recorded in the income
statement. Where derivatives are designated within hedging relationships, the treatment of the {fair value changes depends on the
nature of the hedging relationship as described below.

{q)(i) Designation as at fair value through profit or loss {FVTPL)

Financial assets and liabilities are designated as 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 Group holds portfolios of equities and debt securities that are all managed and
monitored, through quarterly investment reports, on a fair value basis so as to maximise returns either for policyholders or equity
holders.

The Group 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 Group does not hold or issue derivative financial instruments for speculative trading purposes. The Group designates
certain derivatives as part of fair value and cash flow hedge relationships under 1AS 39 Financial Instruments: Recognition and
Measurement. The impact of hedge accounting on the measurement of financial assets and liabilities is detailed in policy {g)(ii).

The Group recognises these assets 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 atiributable 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 markel
cannot be obtained, an appropriate market consistent valuation technigue (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 any provision for impairment.

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 uncbservable
market data has 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.

(q)(li} Hedge accounting

A hedge relationship will qualify for hedge accounting by the Group if, and only if, the following conditions are met:

+ Formal hedging documentation at inception of the hedge is completed, detailing the hedging instrument, hedged item, risk
management objective, strategy, effectiveness testing methodology and hedge relationship

* The hedge relationship is expected to be highly effective at inception in achieving offsetting changes in fair value or cash flow
attributable to the hedged risk

+ The effectiveness of the hedge can be reliably measured and the hedge is assessed for effectiveness regularly during the
reporiing period for which the hedge was designated to demonstrate that it is has been highly effective
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Accounting policies continued

{q) Equity securities, debt securities and derivatives continued
{a)(il} Hedge accounting continued
The Group discontinues hedge accounting in the following circumstances:

+ It is evident from effectiveness tesis that the hedge is not, or ceased to be, highly effective
« The hedging instrument expires, or is sold, terminated or exercised, or
* The hedged item matures or is sold or repaid

Fair value hedge relationships

A fair value hedge is a hedge of the changes in fair value of a recognised asset or liability or an identified portion of such an asset
or liability that is attributable to a particular risk and could impact the income statement. A fair value hedge is therefore used to
hedge the expasure to variability in the fair value of financial assets and liabilities such as fixed rate debt instruments. The change
in the fair value of the underlying assets or liabllities relating to the hedged risk is recognised in the income statement offsetting the
change in the fair value of the hedging derivative. The change in the fair value of the hedged item in relation to the hedged risk is
shown as an adjustment against the carrying value of the hedged item in the statement of financial position.

If the fair value hedge ceases to meet the relevant hedging criteria, hedge accounting is discontinued and the adjustment to the
carrying value of the hedged item is either frozen until the sale of the hedged item, or in the case of a hedged item for which the
effective interest method is used, the adjustment is amortised over the remaining period to malurity and recognised in the income
statement.

Cash flow hedge relationships

A cash flow hedge is a hadge of the exposure to variability in cash flows that is attributabte to a particular risk associated with a
recognised asset or liability or a highly prabable forecast transaction and could affect the profit or loss. A cash flow hedge is
therefore used to hedge exposure 1o variability in cash flows such as those on variable rate assets and (tabilities. Where a
derivative is designated and qualifies as a cash flow hedge, the effective part of any gain or loss resulting from the change in fair
value of the derivative is recognised directly in the cash flow reserve in equity. Any ineffectiveness is recognised immediately in the
income statement. Amounts that have been recognised directly in the cash flow reserve are recognised in the income statement in
the same period or periods during which the hedged item affects the profit or loss.

If a cash flow hedge no longer meets the relevant hedging criteria, hedge accounting is discontinued and no further changes in the
fair value of the derivative are recognised in the cash flow reserve. Amounts that have already been recognised directly in the cash
flow reserve are recognised in the income statement in the same period or periods during which the hedged item affects the profit
or loss.

Where the torecast transaction is no longer expected to occur or the asset or liability is derecognised, the associated accumulated
amounts in the cash flow reserve are recognised immediately in the income statement.

Net investment hedge relationships
A hedge of net investments in foreign operations is the hedge against the effects of changes in exchange rates in the net
investment in a foreign operation, that is, the hedge of the translation gains or losses that are recognised in equity.

A hedge of net investments in foreign operations is accounted for in a similar way 1o cash flow hedges. Any gain or loss on the
hedging instrument relating to the effective portion of the hedge is recognised in equity; the gain or loss relating to the ineffective
portion is recognised immediately in the income statement. In the event of disposal of the foreign operation, gains and losses
accumulated in equity are included in the income statement.

If the net investment hedge ceases to meet the relevant hedging criteria, hedge accounting is discontinued and gains and losses
accumulated in equity remain in equity until the disposal of the net investment, at which point the amounts are included in the
income statement.

{q)(ill} 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 hoslt 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.

(r} Financial guarantee contracts

The Group recognises and measures financial guarantee contracts in accordance with 1AS 39 Financial Instruments: Recognition
and Measurement. The Group initially recognises and measures a financial guarantee contract at its fair value. At each subsequent
reporiing date, the Group measures the financial guarantee contract at the higher of the initial fair value recognised less, when
appropriate, cumulative amonrisation 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, determined in accordance with I1AS 37 Provisions,
Contingent Liabilities and Contingent Assets.

(s} 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. Cash and cash equivalents are categorised for measurement purposes as
loans and receivables and are therefore measured at amortised cost. For the purposes of the consolidated statement of cash flows
cash and cash equivalents also include bank overdrafts, which are included in borrowings in the statement of financial position.
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(t) Equity
{t){i) Share capital and shares held by trusts

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its fiabilities.
Shares are classified as equity instruments when there is no contractua! obligation to deliver cash or other assets to anather 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 excluded from the consideration transferred.

I the Company or its subsidiaries purchase any equity instruments of the Company, the instruments are recognised at cost in the
consolidated statement of financial position and the consideration paid is treated as a deduction trom total equity. Any
corresponding abligation to deliver a fixed number of the Company’s equity instruments is offset within the shares held by trusts
balance in 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 in equity. If the proceeds exceed the purchase price, the excess over the purchase price is transferred
to the share premium account.

(t)ii) Merger reserve

If the Company issues shares at a premium and the conditions for merger relief under section 612 of the UK Companies Act 2006
are met, a sum equal to the diflerence between the issue value and nominal value is transferred to a ‘'merger reserve’.

(u) Insurance and investment contract liabilities

For insurance contracts and participating investment contracts IFRS 4 Insurance Contracts permits the continued application, for
measurement purposes, of previously applied Generally Accepted Accounting Principles (GAAP), except where a change is
deemed to make the financtal statements more relevant to the ecanomic decision-making needs of users and no less reliable, or
more reliable, and no less relevant to those needs. The Group therefore adopts UK GAAP, including the requirements of FRS 27
Life Assurance in relation to its UK-regulated with profits funds, for the measurement of its insurance and participating investment
contract liabilities. As permitted under UK GAAP, the Group adopts local regutatory valuation methods, adjusted for consistency
with asset measurement policies, for the measurement of liabilities under insurance contracts and participating investment
contracts issued by overseas subsidiaries.

Further details on these policies and the policies for the measurement of non-participating investment contracts are given in (v), (w)
and (x).

(v) Participating contract liabilities
Participating contract liabilities are analysed into the following components:

+ Participating insurance contract liabilities
+ Participating investment contract liabilities
+ Unallocated divisible surplus

+ Present value of future profits on nan-participating cantracts, which is treated as a deduction from the gross paricipating
contract liabilities

The policy for measuring each component is noted below.

{vi{l) Particlpating Iinsurance and Investment contract liabllities

Participating contract liabilities arising under contracts held in with profits funds falling within the scope of the Financial Services
Authority’s (FSA) realistic capital regime are measured on the FSA realistic basis. Under this approach the value of participaling
insurance and participating investment contract liabilities in each with profits fund is calculated as:

* With profits benefits reserves (WPBR) for the fund as determined under the FSA realistic basis, plus
» Future policy related liabilities (FPRL) for the fund as determined under the FSA realistic basis, less
+ Any amounts due to equity holders inciuded in FPRL, less

¢ The portion of future profits on non-participating contracts included in FPRL not due to equity holders, where this portion can be
separately identified (see policy (v)(iii))

The WPER is primarily based on the retrospective calculation of accumulated assets shares. The FPRAL comprises other
components such as market consistent stochastic valuation of the cost of options and guarantees.

The Group's principal with profits fund is the Heritage With Profits Fund {HWPF) operated by Standard Life Assurance Limited
(SLAL). Under the Scheme of Demutualisation (the Scheme) the residual estate of the HWPF exists 1o meet amounts which may
be charged to the HWPF under the Scheme. However, to the extent that SLAL's board is satisfied that there is an excess residual
estate, it shall be distributed over time as an enhancement to final bonuses payakle on the remaining eligible policies invested in
the HWPF. This planned enhancement to the benefits under with profits contracts held in the HWPF is included in the FPRL under
the FSA realistic basis resulting in a realistic surplus of nil. Applying the policy noted above this planned enhancement is therefore
included within the measurement of participating contract liabilities.
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Accounting policies continued

{(v) Participating contract liabilities continued
{v)(i} Participating insurance and Investment contract llabilities continued

The Scheme provides that certain defined cash flows {recourse cash flows) arising in the HWPF on specified blocks of UK and
Irish business, both participating and non-participating, may be transferred out of that fund when they emerge, being transferred to
the Shareholder Fund or the Proprietary Business Fund (PBF} of SLAL, and thus accrue to the ultimate benefit of equity holders of
the Company. Under the Scheme such transfers are subject to certain constraints in order to protect policyholders. The Scheme
also provides for additional expenses to be charged by the PBF to the HWPF in respect of German branch business in SLAL.

Under the FSA realistic basis the discounted value of expected future cash flows cn participating contracts not reflected in the
WPBR is included in the FPRL (as a reduction in FPRL where future cash flows are expected to be positive). The discounted value
of expected future cash flows on non-participating contracts not reflected in the measure on non-participating liabilities is
recognised as a separate asset {where future cash flows are expected to be positive). The Scheme requirement to transfer future
recourse cash flows out of the HWPF is recognised as an addition to FPRL. The discounted value of expected future cash flows on
non-participating contracts can be apportioned between those included in the recourse cash flows and those retained in the HWPF
for the benefit of policyholders.

Applying the policy noted above:

+ The value of participating insurance and participating investment contract liabilities is reduced by future expected (net positive}
cash flows arising on participating contracts

* Future expected cash flows on non-participating contracts are not recognised as an asset of the HWPF. However, future
expected cash flows on non-participating contracts that are not recourse ¢ash flows under the Scheme are used to adjust the
value of participating insurance and participating investment contract liabilities.

In accordance with Group policy for overseas subsidiaries, the method used to determine participating contract liabilities for the
Canadian business is based on Canadian accounting and regulatory valuation principles. In accordance with Canadian accounting
principles, for most participating business the value of participating policy liabilities is set equal to the value of the assets set aside
in a separate fund for this business, unless this is insufficient to cover guaranteed benetits, in which case a higher liability is
recognised. Prior to 1 January 2007, Canadian Generally Accepted Accounting Principles (GAAP) measured the majority of assets
at cost or amortised cost, therefore since the Group's policy is to measure equity securities, debt securities and investment
property as fair value through profit or loss (FVTPL)}, an adjustment was made to the Canadian GAAP liability to reflect the impact
of the measurement change in the backing assets. From 1 January 2007, Canadian GAAP measures assets at FVTPL with the
exception of investment property and therefore an adjustment is now only made to the Canadian GAAP liability to reflect the
measurement change in investment property.

{v}{ii} Unallocated divisible surplus (UDS)

The UDS comprises the difference between the assets and all other recognised liabilities in the Group’s with profits funds. This
amount is recognised as a liability as it is not considered to be allocated to shareholders due to unceriainty regarding transfers
from these funds to equity holders.

In relation to the HWPF, amounts are considered to be allocated to equity holders when they emerge as recourse cash flows within
the HWPF. The Scheme permits the HWPF to enter inte loans, the repayment of which is contingent on the emergence of recourse
cash flows {contingent loan agreement). The Scheme requires that an amount equa! to the loan proceeds received on a contingent
loan agreement (securitisation receipt) is transferred to the Shareholder Fund or PBF of SLAL. When the HWPF enters into a
contingent foan agreement and the securitisation receipt transferred to the Shareholder Fund or PBF is in the form of an instrument
whose cash flows are contingent on the emergence of recourse cash flows within the HWPF, the obligation to transfer, and the
subsequent transfer of, the securitisation receipt is not treated as an allocation to equity holders from the HWPF. In this case the
obligation of the HWPF to repay the contingent loan agreement, in excess of repayments reflecting emerged recourse cash flows,
is not considered to be a recognised liability of the HWPF in the determination of the UDS.

As a result of the policies for measuring the HWPF's assets and all its other recognised liabilities:

* The UDS of the HWPF comprises the value of future recourse cash flows in participating contracts {but not the value of future
recourse cash flows on non-participating contracts), the value of future additional expenses to be charged on German branch
business and the effect of any measurement differences between the Realistic Balance Sheet value and IFRS accounting policy
value of all assets and all liabilities other than participating contract liabilities recognised in the HWPF.

+ The recourse cash flows are recognised as they emerge as an addition to equity holders' profits if positive or as a deduction if
negative. As the additional expenses are charged in respect of the German branch business they are recognised as an addition
to equity holders’ profits.

{v){iii} Present value of future profits {PVFP) on non-participating contracts held in a with profits fund

Far with profits funds falling within the scope of the FSA's realistic capital regime an amount is recognised for the PVFP on non-
participating contracts where the determination of the realistic value of liabilities for with profits contracts in that with profits fund
takes account directly or indirectly, of this value. The amount is recognised as a deduction from liabilities. Where this amount can
be apportioned between an amount recognised in the realistic value of with profits contract liabilities and an amount recognised in
the UDS, the apportioned amounts are reflected in the measurement of participating contract liabilities and UDS respectively.
Otherwise it is recognised as a separate amount reflected in liabilities comprising participating contract liabilities and the UDS.
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{(w) Non-participating contract liabilities
(w}{i} Non-participating Insurance contracts {life and penslon business)

The insurance contract liabilities for conventional business are calculated using the gross premium method. In general terms, a
gross premium valuation basis is one In which the premiums brought into account are the full amounts receivable under the
contract. The method includes explicit estimates of premiums, expected claims and costs of maintaining contracts. Gash flows are
discounted at the valualion rate of interest determined in accordance with Financial Services Authority (FSA} requirements.

The liability for annuity contracts is calculated by discounting the expected future annuity payments together with an appropriate
eslimate of future expenses at an assumed rate of interest derived from yields on the underlying assets.

In accordance with Group policy for overseas subsidiaries, the method used to determine the insurance contract liabilities for the
Canadian business is based on Canadian accounting and regulatory valuation principles. The Canadian regulations set the value
of policy liabilities equal to the value of a set of supporting assets just sufficient with reinvestment and disinvestments to meet all
policy liabilities when due. Prior to 1 Janvary 2007, Canadian Generally Accepted Accounting Principles (GAAP) measured the
majority of assets at cost or amortised cost, therefore since the Group's policy is to measure equity securities, debt securities and
investmeant property as fair value through profit or loss (FVTPL), an adjustment was made to the Canadian GAAP liability to reflect
the impact of the measurement change in the backing assets. From 1 January 2007, Canadian GAAP measures assels at FVTPL
with the exception of investment property and therefore an adjustment is now only made to the Canadian GAAP liability to reflect
the measurement change in investment property.

(w}(il) Non-participating Insurance contracts {healthcare and general insurance business)

All healthcare and general insurance business insurance contracts are short-term contracts, generally of a duration no longer than
a year. Claims outstanding comprise provisions reprasenting the estimated ultimate cost of settling, including claims nolified but
not settled by the reporting date and claims incurred as a result of events up to the reporting date not reported as at that date.

A provision is made at the reporting date for the total expected cost of settlement of all claims incurred in respect of events up to
that date, together with related claims handling expenses, less any amounts already paid. Unearned premiums represent that
propertion of premiums received on in-force contracts that relate to unexpired risks at the reporting date and are recognised as a
liability.

(w){iii)Non-participating Investment contracts {life and pensions business}

Unit linked non-participating investment contract liabilities are designated as FVTPL as they are implicitly managed on a fair value
basis as their value is directly linked to the market value of the underlying portfolio of assets. The fair value of a unit linked liability
is equal 1o the value of the (funded) units allocated to the contracts. The unit value is based on the bid vatue of the fund assets at
the reporting date before expenses of selling or buying the underlying assets.

Liabilities for non-linked investment contracts are measured at amortised cost. Amortised cost is calculated as the fair value of
contributions received at the date of initial recognition, less the affect of payments such as transaction costs, plus or minus the
cumulative amortisation, using the effective interest rate {(EIR) method, of any difference between that initial amount and the
maturity value, and less any write-down for surrender payments. At each reporting date, the amortised cost liability is determined
as the value of future best estimate cash flows discounted at the EIR.

(x) Liability adegquacy test

The Group applies a liability adequacy test at each reporting date to ensure that the insurance and participating contract liabilities
(less related deferred acquisition costs) are adequate in the light of the estimated future cash flows. This test is performed by
comparing the carrying value of the liability and the discounted projections of future cash flows.

It a deficiency is found in the liability {i.e. the carrying value amount of its insurance liabilities is less than the future expected cash
flows), that deficiency is provided for in full. The deficiency is recognised in the income statement.

(v} Borrowings

Borrowings include bank overdrafts and are recognised initially at fair value, less attributable transaction costs. Subsequent to
initial recognition, borrowings are carried at amortised cost with any difference between the carrying value and redemption value
being recognised in the income statement over the period of the borrowings on an effective interest rate basis.

(z} Subordinated liabilities

Suberdinated 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 effective interest rate. 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.
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Accounting policies continued

(aa) 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 emptoyees and by the relevant Group companies,
determined by periodic actuarial calculations.

For defined benefit plans, the liability recognised in the statement of financial position is the present value of the defined benefit
obligation less the fair value of plan assets, together with adjustments for past service costs. If the fair value of plan assets
exceeds the defined benefit obligation a pension surplus is only recognised to the extent that it is considered recoverable through
available reductions in future contributions as the Group does not consider that there is an unconditional right to a refund. Plan
assets exclude any insurance contracts or non-ransferable financial instruments issued by the Group. The defined benefit
obligation is calculated annually by independent actuaries using the projected unit credit method whereby estimated fulure cash
outflows are discounted using interest rates of high quality corporate bonds denominated in the currency in which the benefits will
he paid of similar term as the pension liability, where appropriate these interest rates are adjusted to take account of abnormal
market conditions.

Actuarial gains and losses are recognised in the statement of comprehensive income in the period in which they occur.

For defined contribution ptans, the Group pays contributions to publicly or privately administered pension insurance plans. The
Group has no further payment obligations once the contributions have been paid. The contributions are recognised in staff
expenses when they are due.

(bb) Deferred income

Front-end fees on service contracts, including investment management service contracts, are deferred as a liability and amortised
on a straight line basis to the income statement over the period services are provided.

(cc) Provisions and contingent liabilities

Provisions for restructuring costs and legal claims are recegnised when the Group 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 settiement is determined by considering the class of obligations as a
whole.

Contingent liabilities are disclosed if the future cbligation is less than probable but greater than remote and the amount cannot be
reasonably estimated.

(dd) Non-current assets held for sale

Assets and liabilities which have been classified as held for sale are presented separately in the consolidated statement of financial
position. The relevant assets are recorded at the lower of their carrying amount and their fair value, less the estimated incremental
costs that are directly attributable to the disposal {excluding finance costs and income tax expense).

{ee) Dividend distribution

Final dividends on share capital classified as equity instruments are recognised in equity when they have been approved by equity
hetders. Interim dividends on these shares are recognised in equity in the pericd in which they are paid.

(ff) Leases

Leases, where a significant portion of the risks and rewards of ownership are retained by the lesser, are classified as operating
leases. Where the Group is the lessee, payments made under operating leases, net of any incentives received from the lessor, are
charged to the income statement on a straight-line basis over the period of the lease.

Where the Group is the lessor, lease income from gperating leases is recognised in the income statement on a straight-line basis
over the lease term. Initial direct costs incurred in arranging an operating lease are added to the carrying amecunt of the leased
asset and recognised as an expense over the lease term on the same basis as the lease income.

The Group has not entered into any material finance lease arrangements as either lessor or lessee.

{(9g) 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 annual performance shares to all eligible employees when the Group's profit exceeds certain targets. Further details of the
schemes are set out in Note 47. 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. Market vesting conditions are included in the calculation of the fair value of the instruments at the date of
grant, while non-market vesting conditions are included in assumptions about the number of instruments that are expected to vest.
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If the equity instruments granted vest immediately, the employees become unconditionally entitled to thase equity instruments.
Therefore, the Group immediately recognises the charge in respect of the services received in full in the income statement with a
corresponding credit to the equity compensation reserve in equity.

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 Group recognises the charge in respect of those services as
they are rendered during the vesting period with a corresponding credit to the equity compensaltion reserve in equity.

At the time the equity instruments vest, the amount recognised in the equity compensation reserve in respect of those equity
instrurents is transferred to retained earnings.

(hh) 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 Group retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without
material detay to a third party under a ‘pass through' arrangement

* The Group 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 nisks and rewards of the assel, but has
transferred control of the asset

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

Financial assets and liabilities are offset and the net amount reported in the statement of financial position 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 lability simultaneously.

(i) Securities lending agreements

The Group undertakes securities lending agreements under which securities are loaned to third parties. Where they do not meet
the criteria for derecognition under IAS 39 Financial Instruments: Recognition and Measurement, the loaned securities are not
derecognised and continue to be classified in accordance with the Group's policy. The collateral received from securities borrowers
typically consists of cash or debt securities. Non-cash collateral arising from securities lending arrangements is only recognised on
the consolidated statement of financial position where the relevant criteria are met. Cash collateral is reinvested and the resulting
financial asset and corresponding abligation to return such collateral is recognised on the consolidated statement of financial
position.

(ii) Operating profit

The Group's chosen supplementary measure of IFRS performance is operating profit. Operaling pretit excludes impacts arising
from short-term fluctuations in investment return and economic assumption changes. It is calculated based on expected returns on
investments backing equity holder funds, with consistent allowance for the corresponding expected movements in equity holder
liabilities. Impacts arising from the difference between the expected return and actual retumn on investments, and the corresponding
impact on equity hokders' liabilities, are excluded from operating profit and are presented within profit before tax. The impact of
certain changes in economic assumptions is also excluded from operating profit and is presented within profit before tax.

Operating profit also excludes the impact of the following items:

« Restructuring costs and significant corporate transaction expenses

* Impairment of intangible assets

Profit or loss arising on the disposal of a subsidiary, joint venture or associate

Volatility arising from changes in insurance and investment contract liabilities driven by corresponding changes in tax provisions
ltems which are one-off in nature and outside the control of management and which, due to their size or nature, are not
indicative of the long-term operating performance of the Group

(kk) Earnings per share

Basic earnings per share is calculated by dividing profit attributable to ordinary equity holders by the weighted average number of
ordinary shares in issue during the year less the weighted average number of shares owned by the Company and employee trusts
that have not vested unconditionally in employees.

Diluted eamings per share is calculated by adjusting the weighted average number of ordinary shares in issue during the year to
assume the conversion of all dilutive potential erdinary shares, such as share options granted to employees.

Diluted eamings per share can also be calculated by adjusting the profit or loss for the effects of changes in income, expenses, tax
and dividends that would have occurred had the dilutive potential ordinary shares been converted into ordinary shares.

Alternative eamings per share is calculated on operating profit before tax. Refer 1o policy {jj) for details of the adjusted items.
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Notes to the Group financial statements
1. Segmental analysis

{a) Basis of segmentation

The Group's reportable segments have been identified in accordance with the way in which the Group is structured and managed.
The Group's reportable segments are as follows:

UK

UK operations comprise life and pensions business and healthcare business. The life and pensions business provides a broad
range of pensions, protection, savings and investment products to individual and corporate customers. The Group's healthcare
business, Standard Life Healthcare Limited, was sold on 31 July 2010. It has therefore been classified as a discontinued operation,
refer to Note 10. UK operations previously included the Group's banking business, Standard Life Bank plc, which was sold on

1 January 2010.

Canada
Canadian operations offer a broad range of pensions and savings products to individual and corporate customers in addition to
commercial mortgage products.

International

The businesses included in this reportable segment offer a range of life and pension products. The Group has operations in
Ireland, Germany and Austria, which for 31 December 2009 reporting were included in the Europe reporiable segment. The Group
also holds investments in joint ventures in India and China and has a wholly owned subsidiary in Hong Kong, each of which were
included in the Asia reportable segment for 31 December 2009 reporiing. This change in composition of reportable segments
corresponds to changes made during the reporting pericd to the way in which the Group is managed and the relevant

31 December 2009 segment information has been restated accordingly.

Global Investment management

Investment management services are provided by global investment management operations to the Group's other reportable
segments. Global investment management also provides a range of investment products for individuals and institutional customers
through a number of different invesiment vehicles.

Other
This reportable segment primarily includes the group corporate centre and the shared service centre.

(b) Reportable segments - income statement, operating profit and asset information

Income statement and asset information is presented by reporiable segment in the tables that follow. As described in Note 12,
operating profit is considered to present an indication of the operating business performance of the Group. Operating profit is one
of the key measures utilised by the Group's management in their evaluation of segmental performance and is therefore also
presented by reportable segment.
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Global

Investment
uK' Canada Internstional’  management Other  Eliminatfon Total
2010 m £€m £m £m £m £m £m
Revenue
Net earned premium 1,319 9ng 909 k] - - 3,150
Net invesimant retumn 11,553 2,077 937 - h:] (8) 14,570
Other segment income 464 136 48 209 23 (29) 849
Inter-segment revenue 11 3 - 114 544 (669) -
Total hat revenue 13,347 3,135 1,892 23 576 (704} 18,569
Expenses
Segment expensas 12,541 2,948 1,841 228 640 {689) 17,509
Finance costs 114 14 - - - {15) 113
Total expenses 12,655 2,962 1,841 220 640 (704) 17,622
Share of profit/{loss) from associates and joint ventures 21 15 {23} 1" - - 24
Proflt{loss} before tax 713 188 28 106 {64) - a9/
Tax attributable to policyho!ders’ retums 385 - 16 - {1 . 400
Tax attributable to equity holders' profits 27 43 3] 27 N - 98
Profit/(loss) for the year from continuing operations 301 145 4 79 {56) . 473
Profit for the year from discontinued operations’ 20 - - : - - 20
Prafit{toss) for the year N 145 4 3 {56) - 493
Profit attributable to non-controlling interests from continuing
operations {61} - - - - - (61}
Profit/{loss) attributable to equity holders of Standard Lite plc 260 145 4 79 {56) - 432
Reconciliation to consolidated operating profit’
Tax expense/{credit) attributable to equity holders' profits from
continuing operations 27 43 8 27 {7 . 98
Non-operating {profit)loss betora tax fram continuing operations {33) (78) 3 {3) 26 - (85}
Less: Profit for the year from discontinued operations {20) - - - - - {20)
Operating profiti{loss) before tax from continuing operations 234 110 15 103 {37) - 425
Other Income Included In the Income statement is as follows:
Interest income® 73 164 21 1 1 . 260
Other expenses Included in the Income statement Include:
Impairment losses (reversed)/racagnised” {9) - - 4 {5)
Amortisation of intangible assets:
From continuing operations 14 1 2 - 3 - 20
From discantinued operations 2 - - - - - 2
Amortisation of deferred acquisition costs:
From continuing operations 82 25 52 B - - 159
From discontinued ocperations 37 - - - - - 37
Degreciation of property, plant and equipment® - 2 1 1 2] - 12
Interest expense™ 123 21 1 113 (128) 130
Assets
Segment assets 114,931 24,246 11,290 419 913 (770) 151,029
Investments in associates and joint ventures 2,697 123 211 42 14 - 3,087
Total assets 117,628 24,369 11,501 451 927 {770) 154,116
Additions during the year
Intangible assets 39 2 4 - 32 - 77
Deferred acquisition costs 110 17 80 1 . - 218
Property, pfant and equipment - 1 1 - 16 - 18
Investment properties 758 73 - - - 831
807 93 95 1 48 - 1,144
Tha Group's healthcare business, Standard Life Healthcare Limited, was sold on 31 July 2010 and has therefore been classified as a discontinued operation. The
reconciliation to consolidated operating profit for the year ended 31 Decamber 2010 includes continuing operations only.
All from continuing operations.
Refer to Note 5 — Cther administrative expenses.
Inctuded in the international reporting segment, total net revenue, excluding inter-segment revenue, for Germany, lreland and Asia is £1,253m (2009: £1,188m),
£548m (2009: £597m) and £91m (2009: £44m) respectivaly.
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Notes to the Group financial statements continued

1. Segmental analysis continued

{b) Reportable segments - income statement, operating profit and asset information continued

Global
Investment
UK'  Canada Internationsl’ manapement Other  Ellmination Total

2009 £m £m £m £m £m Em £m
Revenue
Net earned premium 1,574 709 914 4 - - 3,201
Net investmant return 10,272 2,044 885 - 4 (34} 1317
Other segment income 499 112 30 155 7 (8) 795
Inter-segment revenue 8 2 {5) 91 539 (635) -
Total net revenue 12,353 2,867 1,824 250 550 {67TT) 17,167
Expenses
Segment expenses 11,850 2,833 1,781 200 603 (654) 16,613
Finance costs 120 13 - 5 {23) 115
Total expenses 11,970 2,846 1,781 205 603 {677} 16,728
Share of profit/(ioss) from associates and joint ventures 7 {29) 27 19 1 - {29)
Profit/{loss) before tax 390 {8) 16 64 (52) - 410
Tax atiributable 16 policyho!ders' retums 294 - 5 - - - 299
Tax attributable to equity holders” profits (53) 33 (3 13 {10) - (20)
Profit/{foss) for the year from continuing operations 148 (41) 14 51 (42) - 1
Profit for tha year from discontinued operations’ 49 - - - - - 49
Profit/{loss) for the year 198 (41) 14 51 42) - 180
Less attributable to non-controlling interests from continuing
gperations 33 - - - - 3
Profit/{loss) atiributable to equity holders of Standard Lite plc 231 {41) 14 51 {42) - 213
Reconciliation to consolidated oparating profit'
Tax (crediti/expense attributable to equity holders' profits from
continuing operations {53} a3 (3) 13 {10} {20}
Non-operating less before tax from continuing operations 93 121 12 9 20 - 255
Less: Profit for the year from discontinued operations {49} - - - - {49)
Operating profit/{!oss) before tax from continulng operations 222 113 23 73 (32) - 399
Other Income Included In the income statement I3 as followa:
Interest income:

From continuing operations 154 145 60 1 5 - 365

From discontinued operations 350 - - - - 350
Qther expenses included In the income statement Include:
Impairment losses recognised/{reversed);

From continuing operations 30 4 - - 7 4

From discontinued operations 19 - - . R 19
Amontisation of intangible assets:

From continuing operations 9 1 2 - 3 15

From discontinued cperations 2 - - - - - 2
Amontisation of deferred acquisition costs:

From continuing operations 82 12 45 - - - 139

From discontinued operations 34 - - - - - 34
Depreciation of praperty, plant and equipment® 2 1 1 6 - 10
Interest expense:*

From continuing operations 132 19 2 5 116 {139} 135

From discontinued operations 238 - - - - - 238
Assets
Segment assets 114,042 20,422 9.516 506 796 {839) 144,444
Investments in associates and joini ventures 1,915 104 80 32 38 - 2,169
Total assets 115,857 20,527 9,596 538 834 (839) 146,613
Additions during the year
Intangible assets 6 1 5 - 4 1B
Deferred acquisition costs 105 14 82 - 201
Property, plant and equipment 1 2 - 1 9 13
Investment properties 348 4 13 - - 365

480 21 100 1 13 - 595

! The Group's healthcare business, Standard Life Healthcare Limited, was sold on 31 July 2010 and has therefore been classified as a discontinued operation. The

Group's banking business, Standard Life Bank plc, was also sold on 1 January 2010. The reconciliation to consolidated operating prolit for the year ended 31

December 2009 includes continuing operations only.
segment.

All from continuing operations.
Refer to Note 5 — Other administrative expenses.
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Inter-segment transactions are entered inte under normal commercial terms and conditions that would be available to unrelated
third pariies. The allocation of total net revenue presented above is based on customer location and this basis is not materially
different to geographical origin. The Group has a widely diversified policyholder base and is therefore not reliant on any individual
customers. The Group utilises additional measures te assess the performance of each of the reportable segments, which are

presented in the European Embedded Value information.

{c) Non-current non-financial assets by geographical location

2010 2009
£m £m
UK 7,437 6,292
Continental Europe 48 51
Canada 1,223 1,035
Total 8,708 7.378
Non-current non-financial assets for this purpose consist of investment property, property, plant and equipment and intangible
assets (excluding intangible assets arising from insurance or participating investment contracts).
2. Netinvestment return
Restated
2010 2009
Notes £m £m
Interest and similar income
Cash and cash equivalents 86 225
Loans 173 489
Other 1 1
260 715
Dividend income 1,330 1,255
Gains/{losses) on financial instruments
Equity securities 6,680 9,046
Debt securities 4,738 2,951
Derivalive financial instruments 3N (582)
11,809 11,415
Impairment losses on financial assets
Loans - (8)
Interes! income - 1
- (7)
Foreign exchange (losses)/gains on instruments other than as at fair value through profit or loss (23) 61
Net income from investment properlies
Rental income 17 611 592
Net fair value gains/{losses) on investment properties 17 556 {468)
1,167 i24
Tolal net Investment return 14,543 13,563
Less: Net investment return from discontinued operations 10 27 {392}
Net investment return 14,570 13,171
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Notes to the Group financial statements continued

3. Fee and commission income

2010 2009

Notes £m £m

Fee income on investment contracts at fair value 584 518

Fee income from third party funds under management 162 134

Reinsurance commission income 2 2

Other fee and commission income 4 16

Total fee and commission income 752 670

Less: Fee and commission income from discontinued operations 10 - (4}

Feo and commission income 752 666
4. Expenses under arrangements with reinsurers

2010 2009

£m £m

Interest payahle on deposit from reinsurers 40 52

Premium Adjusiments 529 511

Expenses under arrangements with relnsurers 569 563

Standard Life Assurance Limited (SLAL), a wholly owned subsidiary of the Company, has reinsured a portfolio of annuity contracts
held within its Heritage With Profits Fund (HWPF) with Canada Life International Re (the reinsurer), a reinsurer not related to the
Company. The treaty contains the requirement for the payment or receipt of Premium Adjustments, a term defined in the treaty, lo
ensure that the investment risk on the ring fenced pool of assets falls on the reinsurer. They are calculated periodically under the
treaty as the difference between the vatue of the ring fenced assets and the deposit amount. If the Premium Adjustment is payable
to the reinsurer, the reinsurer is required to deposit a corresponding amount into the deposit. If the Premium Adjustment is payable
to SLAL a corresponding amount is repaid from the deposit. Accrued interest and accrued Premium Adjustments are presented in

deposits received from reinsurers in the statement of financial position.
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5. Other administrative expenses

Restated

2010 2009

Notes £m £m

Interest expense on customer accounts related to banking activities and deposits by banks - 157
Interest expense on debt securities issued and mortgage backed floating notes - 73
Other interest expensea 17 20
17 250

Commission expenses 370 N
Staff costs and other employee-related costs 6 586 599
Operating lease rentals 15 13
Auditors’ remuneration 7 7 7
Other administrative expenses 57 551
Depreciation of property, plant and equipment 18 12 10
Impairment losses on property, plant and equipment 18 - 1
Reversal of impairment on property, plant and equipment 18 (9} (5)
Amortisation of intangible assets 14 22 17
Impairment losses on inlangible assets 14 - 7
Impairment on invesiments in associates 16 4 7
1,595 1,788

Acquisition costs deferred during the year 15 (218) (201)
Amortisation of deferred acquisition costs 15 196 173
Impairment losses on deferred acquisition costs 15 - 33
Total other administrative expenses 1,573 1,783
Less: Other administrative expenses from discontinued operations 10 (38) {366)
Other administrative expenses 1,535 1,427

In addition to interest expense of £17m (2009: £250m), interest expense of £113m {2009: £123m), was incurred in respect of
subordinated liabilities. For the year ended 31 December 2010, total interest expense is £130m (2009: £373m).

6. Staff costs and other employee-related costs

2010 2009
Notes £m £m
The aggregate remuneration payable in respect of employees:
Wages and salaries 518 475
Social security costs 50 46
Other pension costs 38
Defined benefit scheme {13) 40
Defined contribution scheme 12 10
Employee share-based payments 47 19 28
Total staff costs and other employee-related costs 586 599
Included within total staff costs is £9m (2009: £30m) arising from discontinued operations.
Annual Report and Accounts 115




Notes to the Group financial statements continued

6. Staff costs and other employee-related costs continued

Restated'
2010 2009

The average humber of statf employed by the Group during the year:
UK 4,788 5,420
Canada 2,023 1,966
International 772 787
Globa! invesiment management 822 759
Group corporate centre 778 747
Other 71 73
Total avarage number of staft employed 9,254 9,752

' The change during the year in the composition of reporiable segments described in Note 1{a) has resulted in a corresponding changa to the prasentation of the

above analysls. The employees of Europe and Asia are now included in the International line and the comparatives have been restated accordingly.

Included within total average staff employed, 280 (2009: 886) are staff employed as part of discontinued operations.

Information in respect of Directors’ remuneration is provided in the Directors' remuneration report on pages 72 to 85.

7. Auditors’ remuneration

2010 2009
£m £m

Fees payable to the Company's auditor tor the audit of the Company's individual and consolidated financial
statements 0.4 0.4

Fees payable to the Company’s auditor for ather services:

The audit of the Company’s subsidiaries pursuant to legislation 48 4.8
Other services pursuant to legislation 0.6 0.5
Tax advisory services 0.4 09
QOther services 0.8 0.4
Total auditors’ remuneration 7.0 7.0

Inctuded within total auditors’ remuneration is £nil {2009: £0.4m) arising from discontinued operations.
Fees in respect of other services performed mainly related to assurance and regulatory services.
During the year, the Group incurred audit fees in respect of the UK staff pension scheme of £32,000 (2009: £38,000).

8. Restructuring and corporate transaction expenses

Total restructuring costs from continuing operations incurred during the year were £72m (2009: £58m). These include £64m of
expenses in relation to the Group's Transformation and Solvency 2 Programmes, {2009: £50m) and £8m (2009: £9m} of
transaction costs incurred from the sale of Standard Life Bank plc and Standard Life Healthcare Limited. Of the restructuring costs
from continuing operations, £71m (2009: £52m) is adjusted when determining operating prafit for the year, with the remaining £1m
{2009: £1m) incurred by the Heritage With Profits Fund.
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9. Tax expense/(credit)
The tax expense/{credit) is attributed as follows:

Restated

2010 2009

Notes £m £m

Tax expense attributable to pelicyholders’ retums 400 299
Tax expensef(credit) atiributable to equity holders’ profits 98 (20)
498 279

Tax (credit}/expense from discontinued opsrations 10 (3) 44
495 323

From 1 April 2011, the UK comoration tax rate will be reduced from 28% to 27%. This rate change has been included in the
calculation of UK deferred tax. The 2010 Budget statemeant also announced the government’s intention to make further reductions
in corporation tax. These reductions have not been included in the calculation of deferred tax as they are subject to legislation
being enacted in future years.

The share of tax of associates and joint ventures is £4m (2009: £9m) and is included above the line Profit before tax in the
consolidated income statement in Share of profits/(losses) from associates and joint ventures.

(a) Current year tax expense/(credit)

Restated
2010 2009
Notes £m £m
Income tax:

UK 253 162
Double tax relief )] (1)
Canada and intemational 42 28
Adjustment to tax expense in respect of prior years 4 (3)
Total Income tax 298 186

Deferred tax:
Deferred tax expense arising from the current year 19 197 137
Total defarred tax 197 137
Total tax expenge 495 323
Less income tax credit/{expense) attributable to discontinued operations 3 {44)
Total income tax expense attributable to continuing operations 498 279
Attributable to equity holders' profits 98 (20)

No unrecognised tax losses of previous years were used to reduce income and deferred tax expenses (2009: £5m and £nil income
and deferred tax respectively).

Deferred tax of £10m (2009: £5m) has not been recognised for the withholding tax and other axes that would be payable on the
unremitted eamings of cenain subsidiaries.
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Notes to the Croup financial statements continued

9. Tax expense/(credit) continued
(b) Taxrelating to components of other comprehensive income
Tax relating to components of other comprehensive income is as follows:

Restated
2010 2009
£m £m
Tax on actuarial gains/{losses) on defined benefit pension schemes §9 27
Revaluation of land and buildings 1 m
Tax on fair value gains on cash flow hedges attributable to discontinued operations ] 3
Tax relating to each component of other comprehensive income 66 {25)
All of the amounts presented above are in respect of equity holders of Standard Life ple.
(c) Reconciliation of tax expense
Restated
2010 2009
Notas £m £m
Profit betore tax from continuing oparations 971 410
Profit betore tax from discontinued operations 10 17 93
988 503
Tax at 28% (2009: 28%) 277 141
Policyholder tax (net of tax at UK standard rate) 288 215
Permanent differences 28 67
Non-taxable transfer to equity holders (55) {72)
Different tax rates (56) (48)
Adjustment to current tax expense in respect of prior years 4 (3)
Recognition of previously unrecognised tax credit (5) (10
Deferred tax not recognised 10 24
Non-taxable profit on sale of subsidiaries and associates (1) -
Adjustment to deferred tax expense in respect of prior years 5 4]
Reversal of write down of deferred tax assets - 16
Total tax expense for the year 495 323
Less: Income tax credit/{expense) atiributable to discontinued operations 10 3 (44)
Total income tax expense from continuing operations 498 279
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10. Discontinued operations

The Group's healthcare business, Standard Life Healthcare Limited, was sold on 31 July 2010 for a cash consideration of £138m
and has therefore been classified as a discontinued operation. The Group’s banking business, Standard Life Bank plc, was sold
on 1 January 2010 for a cash consideration of £246m and was classified as a discontinued operation for the year ended

31 December 2009. The assets and liabilities atiributable to Standard Life Bank plc as at 31 December 2009 have been classified
as held for sale.

The profit included in the consolidated income statement in respect of discontinued operations is as lollows:

Restated
2010 2009
Notes £m £m
Revenue
Net earned premium 152 266
Net investment return 2 (27) 392
Fee and commission income 3 - 4
Other income 1 (1)
Net revenue 126 661
Expenses
Net insurance benetits and claims 105 190
Change in insurance and participating liabilities 2 (€4)
Administrative expenses:
Restructuring and corporate transaction expenses 1 1
Other adrinistrative expenses 5 38 366
Total administrative expenses 39 367
Finance costs - 8
Expenses 146 558
Gain/{loss) recognised on the measurement of the assets of disposal group 37 (10}
Profit before tax 17 93
Tax {crediti/expense 3) 44
Total tax (credit)/expense (3} 44
Profit for the year 20 49

The comprehensive income included in the consolidated statement of comprehensive income in respect of discontinued operations
is as follows:

2010 2009

£m £m

Profit for the year from discontinued operations 20 49
Fair value gains on cash flow hedges 30 1"
Aggregate equity holder tax effect of items not recognised in the income statement {6) (3)
Other comprehensive income for the year from discontinued operations 24 8
Total comprehensive income for the year from dlscontinued operations 44 57
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Notes te the Group financial statements continued

10. Discontinued operations continued

The aggregate assets and liabilities of Standard Life Bank plc and Standard Life Healthcare Limited that were sold during the year
are as follows:

£m
Intangible assets 26
Deferred acquisition costs 18
Invastments in associates . 131
Reinsurance assets 4
Deferred tax assets 1
Loans 7,464
Derivative financiat assets 139
Debt securities 195
Other assets 143
Cash and cash eguivalents 1,506
Total assets sold 9,627
Naon-participating contract liabilities 154
Baorrowings 2,783
Subordinated liabilities 279
Income tax liabilities 2
Customer accounts related to banking activities and deposits by banks 5,927
Derivative tinancial liabilities 102
Other liabilities 32
Total llabllitles sold 9,279

11. Earnings per share
{(a) Basic earnings per share

Basic earnings per share is calculated by dividing profit attributable to ordinary equity holders by the weighted average number of
ordinary shares outstanding during the period. The weighted average number of ordinary shares outstanding during the period is
the weighted average number of shares in issue less the weighted average number of shares owned by employee share trusts that
have not vested unconditionally to employees.

Restated

2010 2009

Profit from continuing gperations (£m) 412 164
Protit from discontinued operations (Em) 20 49
Profit attributable to equity holders of Standard Life pic (Em) 432 213
Weighted average number of ordinary shares in issue (millions) 2,242 2,201
Basic eamnings per share from continuing operations (pence per share) 18.4 7.5
Basic earnings per share from discontinued operations (pence per share) 0.9 2.2
Baslc earnings per share (pence per share) 19.3 9.7

{b) Diluted earnings per share

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The Group has one category of dilutive potential ordinary shares — share
awards and share options awarded to employees.

For share options, a calculation is made to determine the number of shares that could have been acquired at fair value
(determined as the average annual market share price of the Company’s shares) based en the monetary value of the subscription
rights attached to outstanding share options. The number of shares calculated is compared with the number of shares that would
have been issued, or purchased, assuming the exercise of the share oplions.
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Restated

2010 2009
Profit from continuing operations (£m) 412 164
Profit from discentinued operations (Em) 20 49
Profit attributable to equity holders ot Standard Life plc (£m) 432 213
Weighted average number of ordinary shares for diluted earnings per share (millions} 2,248 2,203
Diluted earnings per share from continuing operations (pence per sharae) 18.3 7.5
Diluted eamings per share from discontinued operations {pence per share) 0.9 2.2
Diluted earnings per share {pence per share) 19.2 9.7

The dilutive effect of share awards and options included in the weighted average number of ordinary shares above was six million
(2009: two million).

{c) Alternative earnings per share

Eamings per share is also calculated based on operating profit as well as on the profit attributable to equity holders. The Directors
believe that eamnings per share based on operating profit provides a better indication of the operating business performance of the
Group.

Reslated Restated

2010 2010 2009 2009

£m p per share £rm p per share

Operating profit before tax from continuing operations 425 19.0 399 18.1

Short-term fluctuations in investment return and economic assumption

changes 127 5.7 {214) 9.7}

Restructuring and corporate transaction expenses (71) {3.2) {52) {2.4)

Impaimnent of intangible assets - - (2 (0.1)

Impairment of investments in associates (1) - -

Other operating profil adjustments 30 1.3 13 0.6
Profit/(loss) attributable to non-controlling interests 61 2.7 (33) {1.5)
Profit before tax from continuing operations 571 25.5 11 5.0

Tax {(expense)/credit atiributable to:
Operating profit (89) (4.0) {34) {1.5)
Adjusted items {9) (0.4) 54 25
{Profityloss attributable to non-controlling interests (61) 2.7 33 1.5
Profit frem discentinued operations 20 0.9 49 2.2
Profit atiributable to aquity holders of Standard Lite pic 432 19.3 213 9.7

The table above represents basic alternative earnings per share, On a diluted basis short-term fluctuations in investment return
and economic assumption changes was 5.6p (2009: (9.7p)) per share.

12. Operating profit
(a) Short-term fluctuations in investment return and economic assumption changes

Operating profit is based on expected returns on investments backing equity holder funds and the difference between the expected
return and actual return on investments is excluded from operating profit and presented within profit before tax. Adjustments are
also made consistently to allow for expected movements in equity holder liabilities. As a result, the components of IFRS profit
attributable to market movements and interest rate changes which give rise to variances between actual and expected investment
returns, as well as the impact of changes in economic assumptions on aquity holder liabilities, are excluded from operating profit
and disclosed separately within the heading of short-term fluctuations in investment return and economic assumption changes.

The expected rates of retum for debt securities, equity securities and property are determined separately for each of the Group’s
operations and are consistent with the expected rates of return as determined under the Group’s published European Embedded
Value (EEV) methodology. The expected rates of return for equities and property, with the exceplion of the Canada operations, are
determined based on the gilt spot rates of an appropriate duration plus an equity risk premium or property risk premium,
respectively. The expected rales of retum on equity securities and property for Canada operations are determined by the
Appointed Actuary in Canada,
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Notes to the Group financial statements continued

12. Operating profit continued
{a) Short-term fluctuations in investment return and economic assumption changes continued

The principal assumptions, as set at the stant of the year, in respect of gross investment returns underlying the calculation of the
expected investment return for equity securities and property are as follows:

2010 2009
UK Canada UK Canada
% % % Yo
Equity securities 7.1 8.60 6.42 8.60
Property 6.11 8.60 5.42 8.60

In respect of debt securities, the expected rate of retum is determined based on the average prospective yields for the debt
securities actually held or, in respect of the Canada operations, is determined by the Appointed Actuary in Canada.

Gains and losses on foreign exchange are deemed to represent short-term fluctuations in investment return and econcmic
assumption changes and thus are excluded from operating profit.

Short-term fluctuations in investment return and economic assumption changes for the year ended 31 December 2010 were
£127m (2009: (£214m))}. Short-term fluctuations in investment return relate principally to the investment volatility in Canada
non-segregated funds, UK annuities and in respect of the Group's subordinated liabilities and assets backing those liabilities.

{b} Other operating profit adjustments

Volatility arising from changes in insurance and investment contract liabilities caused by changes in tax provisions in the Canadian
subsidiary was £30m (2009: £13m). This volatility has no impact on equity holder profit after tax and as such is excluded from
operating profit before tax.

13. Dividends

The Company paid a final dividend of 8.09 pence per share {final 2008: 7.7 pence) totalling £180m in respect of the year ended
31 December 2009 on 28 May 2010 (final 2008: £168m) and an interim dividend of 4.35 pence per share (interim 2009:
4.15 pence) totalling £98m (interim 2009: £92m) in respect of the year ended 31 December 2010 on 19 November 2010.

Subsequent to 31 December 2010, the Directors have proposed a final dividend for the year ended 31 December 2010 of

8.65 pence per ordinary share, £197m in total. The dividend will be paid on 27 May 2011 to shareholders on the Company's
register as at 18 March 2011, subject to approval at the Annual General Meeting on 17 May 2011. This dividend will be recorded
as an appropriation of retained earnings in the financial statements for the year ended 31 December 2011.

Investors taking part in the Scrip scheme receive their dividend entitlement in the form of shares rather than cash and the
distribution under Scrip is recorded as an appropriation of retained earnings. Dividends paid during the year ended

31 December 2010 comprise £92m (2009: £102m) settled by the issue of shares under the Scrip scheme and £186m paid in cash
(2009: £158m).
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14. Intangible assets

Internally  Other acquired
developed Intangible
software assets Goodwill Total

Notes £m £m £m £m
Gross amount
At 1 January 2009 103 8 35 146
Additions 12 4 - 16
Foreign exchange adjustment (1 - - (1)
Impairment charge 5 (2) . - 2
Other 2 - 2
At 31 December 2009 112 14 35 161
Additions 45 6 26 77
Disposals (20) - (16) (36)
Other - (1) - (1)
At 31 December 2010 137 19 45 201
Accumulated amortisation
At 1 January 2009 (33) (1) - (34)
Amortisation charge for the year (13) 4} - {(17)
Impairment charge ) (5) - - (5)
Other 1 - - 1
At 31 December 2009 (50) (5) - (55)
Amaortisation charge for the year 5 (17} (5) - (22}
Disposals 10 - - 10
Other - 1 - 1
At 31 December 2010 {57} (9) - (66)
Carrying amount
At 31 Decomber 2009 62 9 35 106
At 31 December 2010 80 10 45 135

Disposals during the year are in respect of intangible assets attributable to discontinued healthcare operations.

The goodwill arising on acquisitions of £45m (2009: £35m) has been subject to impairment testing under the fair value less cost o
sell methodology. The cash generating unit to which goodwill is attributed is the UK.
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15. Deferred acquisition costs

2010 2009

Notes £m £m

At 1 January 872 892
Additions during the year 5 218 201
Impairment charge 5 - {33)
Amortisation charge 5 {196) (173)
Foreign exchange adjustment 1 (15)
Attributable to discontinued healthcare operations (14) -
At 31 December 881 872

The amount of deferred acquisition costs expected to be recovered after more than 12 months is £749m (2009: £731m). Included

in deferred acquisition costs above are costs deferred on investment contracts (deferred origination costs) amounting to £706m

(2009: £653m).

16. Investments in associates and joint ventures

2010 2009
£m £m

Investments in assoctates and joint ventures:
Designated as at fair value through profit or loss 2,775 1,843
Accounted for using thse equity method 238 226
Loans to associales and joint ventures 74 100
Total Investments in associates and joint ventures 3,087 2,169
2010 2009
Notes £m £m
At 1 January 2,169 3,098
Share of profits/(losses) from associates and joint ventures 24 (29)
Net increase/{decrease) in net investment holdings and movements between classifications of investments 916 (894)
Additions on assuming significant influencefjoint control 21 33
Cessation of significant influencefjoint control or disposal of interest held (38) (4)
Foreign exchange adjustment 13 7
Dividends received (14) (21)
Impairment losses recognised 5 (4) (7}
At 31 December 3,087 2,169

Share of profits/(losses) from associates and joint ventures totalling £24m (2009: (£29m)), includes £21m (2009: £8m) arising from
those accounted for at fair value through profit or loss in accordance with IAS 39 Financial instruments: Recognition and

Measurement and £3m (2009: (£37m)) arising from those accounted for using the equity method.

Net decrease in investment vehicle holdings relates to the purchase and sales of units in Standard Life Investments (Global

Liquidity Funds) plc. The majority of additions and disposals relate to the purchase and sale of non-principal associates and joint

ventures.
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{a) Investments in associates
The following are particulars of the Group's share of significant associates:
Country of Interest

incorporation held Year Nature Assets Liablliies Revanues  Profit
Name of assoclates of registration % end of business £m £m £m £m
At 31 December 2010
Standard Life Investments {Global
Liquidity Funds) plc — Sterling Liguidity
Fund ireland 44.7 31 Dec QEIC 2,313 2 14 12
Standard Life Investments (Global
Liquidity Funds) plc — Euro Liquidity Fund Ireland 226 31 Dec QEIC 451 - 2 1
HDFC Asset Management Company Investment
Limited India 40.0 31 Mar Management 60 28 31 11
At 31 December 2009
Standard Life Investments (Global
Liquidity Funds) plc ~ Sterling Liquidity
Fund Ireland 43.6 31 Dec QEIC 1,856 2 23 21
HDFC Asset Management Company investment
Limited India 40.0 31 Mar Management 42 - 18 29 19

The Group aiso owns certain investments where its holding exceeds 20% of the equily instruments of the investees without having
significant influence over their financial and operating policies. These investments comprise holdings in mutual funds, unit trusts
and unit linked insurance funds and are measured at fair value. Their operations are not significant in relation to the financial
statements of the Group (refer to accounting policy (b){ii) ~ Associates and joint ventures).

(b} Investments in joint ventures
The following are particulars of the Group’s significant joint ventures, all of which are unlisted:
Countryof Interest Current  Long-term Current Long-term

incorporation held assets assets |iabilitles liabilities Income Expenses
Name of joint venture or registration % £m £m £m £m £m £m
At 31 December 2010
Castan Waterfront Development Inc. Canada 50.0 - 20 4 - - -
First Real Properties Limited Canada 490 5 75 10 10 16 8
Alberta Canada 50.0 2 22 - - 8 -
HDFC Standard Life Insurance
Company Limited India 26.0 24 971 51 928 446 451
Heng An Standard Lite Insurance
Company Limited China 50.0 54 211 10 234 82 100
At 31 December 2009
Castan Waterfront Development Inc. Canada 50.0 - 18 3 - @ -
First Real Properties Limited Canada 490 1 65 6 6 9) 7
Alberta Canada 50.0 1 15 - - (11) -
HDFC Standard Life Insurance
Company Limited India 26.0 23 639 4 601 411 424
Heng An Standard Life Insurance
Company Limited China 50.0 15 201 5 181 82 98
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17. Investment property

2010 2009
Notes £m £m
At 1 January 7,11 7,738
Additions — acquisitions 642 170
Additions — subsequent expenditure 189 195
Transfers from property, plant and equipment 18 - 515
Net fair value gain/(loss) 556 (468)
Disposals {186) {1,034)
Foreign exchange adjusiment 79 (14)
Other 19 9
At 31 Decembar 8,410 7,111
The fair value of investment property can be analysed as:
Freehold 6,068 5,468
Long leasehold 2,195 1,568
Short leasehold 147 75
8,410 7,111

The rental income arising from investment properties during the year amounted to £611m (2009: £592m), which is included in net
investment return (set out in Note 2 — Net investment return). Direct operating expenses (included within other administrative
expenses) arising in respect of such rented properties during the year amounted to £184m (2009: £196mj).

The methods and assumptions used to determine fair value for investment properties and property under development are set
out below.

For properties located in the UK and Europe all property valuations are provided by independent qualitied professional valuers at
31 December or as at a date that is not more than three months before 31 December. The valuations are prepared in accordance
with Royal Institution of Chartered Surveyors valuation standards. The valuation techniques used rely in large part on observable
market inputs. Where valuations have been undertaken at dates prior to the end of the reporting period, adjustments are made
where appropriate to reflect the impact of changes in market conditions between the date of these valuations and the end of the
reperting period.

In Canada, properties with a value higher than CA$50m are externally appraised every quarter, properties with a value between
CA%$50m and CA$10m are externally appraised twice a year while properties with value lower than CA$10m are externally
appraised once a year, with valuations evenly distributed throughout the year. Those properties not subject to an external appraisal
at a quarter end are reviewed in light of the market information provided by the other external appraisals and an internal
adjustment is estimated.
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18. Property, plant and equipment

Land and buildings Equipment Total
Notes £m £m £m
Cost or valuation
At 1 January 2009 700 198 898
Additions 1 12 13
Disposals {54) (7 (61)
Transters to investment property 17 (515) - (515)
Revaluations 30 (16) {16)
Impairment losses reversed' 5 4 - 4
Fareign exchange adjustment 1 {1) -
Qther - (4) (4)
At 31 December 2009 121 198 319
Additions - 18 18
Disposals (1) (12) (13)
Revaluations 30 (14) - (14)
Impairment fosses reversed' 5 9 - 9
Foreign exchange adjustment 3 - 3
At 31 December 2010 118 204 322
Accumulated depreciation
At 1 January 2009 (158) (158)
Depreciation charge for the year 5 (10) (10}
Disposals - 7 7
Other - 3 3
At 31 December 2009 - {158} {158)
Depreciation charge for the year 5 - (12) (12)
Disposals - 12 12
At 31 Decomber 2010 - {158) (158)
Carrying amount
At 31 December 2009 121 40 161
At 31 December 2010 118 46 164

1

Impairment losses reversed racognised in the consolidated income statement were £9m (2009: £4m) (refer to Note 5 ~ Other administrative expenses). In 2010, the

impairment reversal arose due to increases in the market value of a number of properties.

It land and buildings were measured using the cost madel, the historical cost before impairment would be £180m {2009: £178m).

Where the expected residual value of owner occupied property is in line with the current fair value, no depreciation is charged.

Equipment primarily consists of computer equipment.

The methods and assumptions used to value owner occupied properties are the same as those for investment properties set out in

Note 17 — Investment property.

Disposals during the year include £1m in respect of discontinued heaithcare operations.
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19. Tax assets and liabilities

2010 2009

Notes £m £m

Income tax recoverable 24 162 124
162 124

Deferred tax assets 20 333
Less: Deferred tax asset of discontinued operations - (3}
201 330

Total tax assets 363 454
Income tax liabilities 181 111
Less: Income tax liability of discontinued operations - (2)
181 109

Deferred tax liabilities 220 105
220 105

Total tax liabilities 401 214

All current income tax assets and liabilities as at 31 December 2009 and 2010 are expected 10 be recoverable or payable in less
than one year.

128 Annual Report and Accounts




{a) Recognised deferred tax

2010 2009
£m £m

Defarred tax assets comprises:
Actuarial liabilities 184 165
Losses carried forward 39 56
Realised losses on investments 33 3
Depreciable assets 32 37
Detferred income 55 48
Employee benefits 30 32
Provisions and other temporary timing differences 19 14
Insurance related items 96 171
Subordinated liabilities vatuation diflerences 1 2
Unrealised losses on investments 16 116
Temporary valuation differances - 5
Gross deferred tax assets 505 649
Less: Offset against deferred tax liabilities (304) (316)
Net deferred tax assets 201 333
Defarred tax liabilities comprises:
Unrealised gains on investments 180 162
Deterred acquisition costs 197 202
Delerred gains on realisation 29 41
Subordinated liabilities valuation differences 3 3
Temporary timing differences - 3
Employee benefits 109 6
Deterred tax on acquired assels 2 1
Other 4 3
Gross deferred tax llabilitles 524 421
Less: Offset against deferred tax assets (304) (316}
Net deferred tax liabilitles 220 105
Movements [n deferred tax assets/(llabilities) comprise:
At 1 January 228 335
Acquisition of subsidiaries 4 -
Disposal of subsidiaries (5) -
Amounts charged to net profit (197) (137)
Amounts (charged)/credited directly to eguity (60) 25
Foreign exchange adjustment 1 5
At 31 December (19) 228

A deferred tax asset of £55m (2009: £172m} for the Group has been recognised in respect of losses of various subsidiaries and
unrealised losses on investments. Deferred tax assets are recognised to the extent that it is probable that the losses will be
capable of being offset against taxable profits and gains in fulure periods. The value attributed to them takes into account the
certainly or otherwise of their recoverability. Their recoverabilily is measured against anticipated taxable profits and gains based on
business plans. The losses of the subsidiaries in Canada will expire between 2013 and 2029. The remaining losses do not have an

expiry date.
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19. Tax assets and liabilities continued
{(b) Unrecognised deferred tax

Due to uncertainty regarding recoverability, deferred 1ax has not been recognised in respect of the following assets/(liabilities):

+ Cumulative losses carried forward of £231m (2009: £202m)

+ Tax reserves of the German branch of Standard Life Assurance Limited of £98m {2009: £120m)

¢ Unrealised investment losses of £5m (2009: £167m)

20. Financial investments

2010 2009
Notes £m £m
Financial investments at fair value through profit or loss:
Classitied as held for trading:
Derivative financial instruments designated as cash flow hedges 22 - 1
Derivative financial instruments designated as fair value hedges 22 - 48
Derivative financial instruments designated as he!d for trading 22 1,343 1,319
Total financlal Investments classifiad as held for trading 1,343 1,368
Designated upon recognition:
Equity securities and interests in pooled investment funds 43 60,307 50,858
Debt securities 43 59,735 55,518
Investments in associates and joint ventures 16 2,775 1,843
Total financlal Investments designated upon initlal recognition 122,817 108,219
Total financlal Investments at fafr value through profit or loss 124,160 109,587
Loans and receivables:
Loans 21 3,136 10,233
Receivables and other financia! assets 23 1,743 1,570
Investments in associates and joint ventures 16 74 100
Cash and cash equivalents 25 7,434 8,927
Total loans and receivables 12,387 20,830
Less: Financial investments classified as held for sale:
Loans 21 - (7,464}
Derivative financial assets 22 - (139)
Debt securities 43 - (195)
Receivables and other financial assets 23 . (55)
Cash and cash equivalents 25 - {1,491)
Total financial Investments 136,547 121,073

The amount of debt securities of continuing operations expected to be recovered or settled after more than 12 months is £56,990m
(2009: £52,832m). Due to the nature of equity securities and interests in pooled investment funds, there is no fixed term associated

with these securities.
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21. Loans

2010 2009

£m £m

Loans secured by mortgages 2,911 10,009
Loans secured on palicies 106 101
Other 89 133
Gross ioans 3,136 10,243
Less: Allowance for impairment losses - (10)
Net loans 3,136 10,233
Less: Loans classitied as held for sale - (7.464)
Total loans 3,136 2,769

Loans with variable rates and fixed interest rates are £276m and £2,860m respectively (2009: £286m and £2,483m respectively).
Loans that are expected to be recovered after more than 12 months are £2,849m (2009: £2,523m).

22. Derivative financial instruments

The Group uses derivative financial instruments in order to match contractual liabilities, to reduce the risk from potentiat
movements in foreign exchange rates, equity indices, properly indices and interest rates, to reduce credit risk or to achieve efficient
portfolio management. The Group designates certain derivative financial instruments as cash flow hedges, fair value hedges and
net investment hedges to mitigate risk, as detailed below. Derivative financial instruments that are not designated part of a hedge
relationship are held for trading under IAS 39 Financial Instruments: Recognition and Measurement.

2010 2009

Contract Fair value  Falr value Contract  Fair value Fair value
amount assets liabllitles amount assets liabilities
£m £m £m £m £m £m
Cash flow hedges 25 - 1 540 1 25
Fair value hedges - - - 852 48 -
Net investment hedges 6 - 25 233 - 4
Held for trading 56,362 1,343 898 39,857 1,319 870
57,018 1,343 924 41,482 1,368 899

Less: Derivalive financial instruments classified as held
for sale - - - (3,651) {139) (102)
Total derivative financial instruments 57,018 1,343 924 37,831 1,229 797

Derivalive assets of £982m (2009: £1,034m) are expected to be recovered after more than 12 months. Derivative liabilities of
£457m (2009: £608m) are expected to be settled after more than 12 months,

(a) Cash flow hedges

The Group designates as cash flow hedges those currency forwards and currency swaps used to reduce the exposure to variability
in cash flows arising from the foreign exchange risk associated with foreign currency borrowings. The Group alse designates as
cash flow hedges those interest rate swaps used to reduce the exposure to variability in cash flows arising from the interest rate
risk associated with floating rate borrowings.

Forward foreign exchange contracts with an aggregate notional principal amount of £25m (2009: £31m) and a net fair value liability
position of E1m {2009: asset of £1m) were designated as hedges of future cash Hlows arising from revenue receivable in foreign
currency in 2010 and 2009. The cash flows from these instruments are expected to be reported in the consolidated income
statement in 2011. In 2009 and 2010, the ineffecliveness recognised in income statements that arises from these cash flow hedges
was less than £1m.

In 2009, interest rate swaps held by discontinued operations, with an aggregate notional principal amount of £509m and a net fair
value of (£25m), were designated as hedges of future cash flows arising from debt issued in Sterling. The gain resulting from
ineffectiveness recognised in the consolidated income statement that arose from these cash flow hedges was less than £1m.
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22. Derivative financial instruments continued
(a) Cash flow hedges continued

2010 2009
Contract Fair value Fair value Contract  Fair value Fair value
amount assets {iabilitles amount assels liabilities
£m £m £m £m £m £m

Foraign exchange derivatlves:
Forwards 25 - 1 31 1 -
Interest rate derlvatives:

Interest rate swaps - - - 509 - 25

25 - 1 540 1 25

Less: Cash flow hedges from discontinued operations - - - (509) - (25)
Total cash flow hedges 25 - 1 31 1

(b) Netinvestment hedges

The Group hedges part of the currency translation risk of net investments in foreign operations through forward foreign exchange
contracts. Forward foreign exchange contracts with a netional principal of £631m (2009: £233m} were designated as hedges and
gave rise to currency losses for the year of (£39m) (2009: gain of £11m), which have been deferred in the net investment hedge
translation reserve. The effectiveness of hedges of net investments in foreign operations is measured with reference to changes in
the spot exchange rates. Any ineffectiveness, together with any difference in value attributable to forward peints, is recognised in
the consclidated income statement. In 2010, the tosses recognised in the income statement were Enil (2009: £1m). No amounts
were withdrawn from equity during the year (2009: £nil), as there were no disposals of foreign operations.

2010 2009
Contract Falir value Fair value Contract  Fair value Fair value
amount assets liabilities amount assets liabilities
£m £m £m £m £m £m
Foreign exchange derivatives:
Forwards 631 - 25 233 -
Total net investment hedges 631 - 25 233 -

{c) Held for trading

Derivative financial instruments classitied as held for trading include those that the Group holds as economic hedges of financial
instruments that are measured at fair value. Held for trading derivative financial instruments are also held by the Group to match
contractual liabilities that are measured at fair value or to achieve efficient portfolio management in respect of instruments
measured at fair value.
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2010 2009

Contract Fair value  Falr value Contract  Fair value Fair value
amount assets liabilitles amount assels liabilities
£m £m £m £m £m £m
Equity derivatives:
Equity swaps - - - 5 1
Dividends 8 - - 8 - 1
Futures 3,823 28 36 1,335 19 28
Variance swaps 66 86 170 27 27 40
Options 4,857 356 7 4,423 425 65
Interest rate darlvatives:
Interest rate swaps 13,495 455 203 20,498 445 526
Futures 11,889 52 49 5,061 15 44
Options 154 24 - 160 18 -
Forelgn exchange derlvatives:
Cross currency swaps 480 169 - 792 289 -
Forwards 10,510 96 175 3,889 48 82
Futures 454 - 1 - -
Options 4,502 48 83 651 9 30
Other derivatives:
Property index swaps - - - 211 - 18
Inflation rate swaps 349 1 14 1.528 8 21
Swaptions 2,597 16 1 996 6 -
Credit default swaps 3,178 12 149 273 9 15
56,362 1,343 898 39,857 1,319 870
Less: Derivative financial instruments held tor trading
classified as held for sale - - - (2,291) (80) 77
Total derlvative financial instruments held for trading 56,362 1,343 898 37,566 1,229 793

23. Receivables and other financial assets

2010 2009

£m £m

Amounts receivable on direct insurance business 69 132
Amounts receivable on reinsurance contracts 9 1
Qutstanding sales of invesiment securities 112 85
Accrued income 987 897
Cancellations of units awaiting settlement 108 88
Collateral pledged in respect of derivative contracis 86 76
Property related assets 145 160
COther 227 131
Total recelvables and other financlal assets 1,743 1,570
Less: Receivables and other financial assets classified as held for sale - (55)
Recelvables and other financlal assets 1,743 1,515

The amount of receivables and other financial assets of continuing operations expected to be recovered after more than 12 months
is £67m (2009: £41m).
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24. Other assets

2010 2009

Notes £m £m

Income tax recoverable 19 162 124
Prepayments 28 24
Other 107 159
Other assets 297 307

The carrying amounts disclosed above reasonably approximate the fair values as at the year end.

The amount of other assets of continuing operations expected to be recovered after more than 12 months is £50m (2009: £29m).

25. Cash and cash equivalents

2010 2009

£m £m

Cash at bank and in hand 551 551
Balance with central bank - 1,326
Money at call and short notice 664 867
Demand and term deposits with original maturity of less than 3 months 4,981 4,251
Debt investments with less than 3 months to maturity from date of acquisition 1,238 1,832
Total cash and cash equivalents 7,434 8,927
Less: Cash and cash equivalents classitied as held for sale - (1,481)
Cash and cash equlvalents 7,434 7.436
2010 2009

Notes £m £m

Cash and cash equivalents 7,434 8,927
Bank overdraits 36 (104) (87)
Total cash and cash equivalents for consaolldated statement of cash flows 7,330 8,840

Cash at bank and in hand is non-interest bearing. Money at call and short notice and deposits are subject to variable interest rates.

The balance with central bank was held by the Group's discontinued banking operations.

The cash flows attributable to the operating and financing activities of discontinued operations are set out in the 1able below. There

were no investing activities relating to discontinued operations in the year.

2010 2009

£m £m

Operating cash flows (6) 29
Financing cash flows - (8)
Total cash flows {6) 21
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26. Share capital
{a) Authorised share capital
The authorised share capital of the Company at the year end was:

2010 2010 2009 2009

Number £m Nurmber £m

Crdinary shares of £0.10 each 3,000,000,000 300 3,000,000,000 300

Redeemable preference shares of £1 each 50,000 - 50,000 -

{b} Issued share capital

The movement in the issued share capital of the Company during the year was:

2010 2010 2009 2009

Number £m Number £m

At 1 January 2,236,292,157 224 2,177,799,354 218

Shares issued in lieu of cash dividends 44,854,401 4 55,018,211 6

Shares issued in respect of employee share plans 566,626 - 630,003 -

Shares issued in respect of share options 1,305,584 - 2,842,293 -

Demutualisation shares 490 - 449 -

Shares issued in respect of bonus issue 583 - 1,847 -

At 31 December 2,283,019,841 228 2,236,292,157 224

During the year ended 31 December 2010, 44,854,401 shares were issued in respect of dividends paid in the period under the
Scrip dividend scheme (2009: 55,018,211).

The Group operates share incentive plans, allowing employees the opportunity to buy shares from their salary each month. The
maximum purchase that an employee can make in any one year is £1,500. The Group offers to match the first £25 of shares
bought each month, During the year ended 31 December 2010, the Company allotted 566,626 (2009: 630,003) ordinary shares to
Group employees under such share incentive plans.

The Group also operates a Long-Term Incentive Plan (LTIP) for executives and senior management. During the year ended
31 December 2010, 1,305,584 {2009: 2,842,293) ordinary shares were issued on exercise of share options in respect of the LTIP.

The Scheme of Demutualisation sets a 10-year limit, ending in 2018, for those eligible members of The Standard Life Assurance
Company (SLAC) who were not allocated shares at the date of demutualisation to claim their entitlements. During the year ended
31 December 2010, 490 ordinary shares were issued to eligible members in respect of their demutualisation entitlements

{2009: 449).

As pan of the offer on the demutualisation of SLAC and flotation of Standard Life plc, holders of demutualisation shares, employee
shares or shares acquired in the preferential offer who retained their shares for a continuous period of one year from 10 July 2006
were entitled to one bonus share for every 20 shares. Equity holders who were entitled to bonus shares but were not allocated
shares on 10 July 2007 had until 10 July 2010 to ctaim their entitlements. During the year ended 31 December 2010, 583 ordinary
shares were issued to equity holders entitled to receive bonus shares {2009: 1,847 ordinary shares).

All ordinary shares in issue in the Company rank pari passu and carry the same voting rights and the rights to receive dividends
and other distributions declared or paid by the Company.
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27. Shares held by trusts

The Employee Shares Trust (EST) purchases and holds shares in the Company for delivery to employees under various employee
share schemes. Shares purchased by the EST are presented as a deduction from equity in the consolidated statement of financial

position. Share-based liabilities to employees may also be settled by the issue of new shares.

Shares held by trusts include shares held by the Unclaimed Asset Trust (UAT). The shares held by the UAT are those not yet

claimed by the eligible members of the Standard Life Assurance Company (SLAC) following its demutualisation on 10 July 20086.

Any corresponding obligation to deliver a fixed number of the Company's equity instruments to employees, or eligible members of

SLAC, is offset within the shares held by trusts reserve.

The number of shares held by trusts at 31 December 2010 which were not offset by a corresponding obligation to deliver a fixed

number of equity instruments was 12,209,946.

28. Share premium reserve

The premium arising on the shares issued during the year was:

2010 2009

£m £m

At 1 January 888 792

Shares issued in lieu of cash dividends a8 96

At 31 December 976 888
29. Retained earnings

2010 2009

Notes £m £m

At 1 January 685 774

Profit for the year attributable to equily helders 432 213

Dividends and appropriations {273) (260}

Transfer from equity compensation reserve for vested employee share-based payments 30 1 8

Transfer between reserves on disposal of subsidiaries’ 11 -

Actuarial gains/{losses) on delined benefit pension schemes 38 184 (77}

Aggregate tax items recognised in equity {59) 27

Other 1) -

At 31 December 1,094 685

Group's banking business, Standard Life Bank ple, was sold on 1 January 2010 and was classified as a discontinued operation for the year ended
31 December 2009.
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30. Reconciliation of movements in other reserves

Resarve
Revaluation Cash Forelgn Net Equity arising on
of land and flow currency investment Merger compensation  Speclal Group
bulldings hadges transiation hedge reserves reserve reserve reconsiruction Total
2010 Notes Em £m £m £m £m £m fm £m £m
At 1 January [ 1 268 {21} 3,194 33 266 (2,065) 1,660
Fair value losses on cash flow
hedges - (2) - - - - - - (2)
Fair value gains ransferred to
income statement on cash flow
hedges - 30 - - - - - - 30
Met investment hedge - - - {39) - - - - (39)
Revaluation of land and buildings 18 (14) - - . - - - - (14)
Exchange differences on
translating foreign operations - - 122 - - - - - 122
Dividends and appropriations - - - - - - 5) - [E1)
Reserves credit for employee
shara-based payment schemes - - - - - 18 - - 18
Vested employee share-based
payments — shares issued 29 - - - - - (5} - - (5)
Vested employee share-based
payments — shares purchased - - - - - (10} - - {10)
Transfer between reserves on
disposal of subsidiaries' . . - - (86) - - @5y (121)
With profits funds: associated UDS
meovement recognised in equity 34 13 - (15) - - - - - {2)
Aggregate deferred tax items
recognised in equity - (8) - - . . . - G
Aggregate current tax itemsg
recognised in equity - - (€) 6 - - - - -
At 31 December 5 1 369 {54) 3,108 36 261 {2,100) 1,626
Balance at 31 Dacember 2010
comprisas:
Total rasarve before with profit fund
adjustment 4 1 610 (54) 3,108 38 2861 {2,100) 1,866
Total with profit fund adjustment 1 - (241) - - - - - (240)
At 31 December 5 1 369 (54) 3,108 36 261 {2,100) 1,626

! The transter to retained earnings on disposal of subsidiaries is in respect of the sale of Standard Life Bank plc and Standard Lite Healthcare Limited during 2010.

The *with profit fund adjustment’ represents the cumulative amounts transferred 1o the unallocated divisible surplus as they
represent movements attributable to participating policyholders, which would otherwise have been included in other reserves,

Merger Reserve: On demutualisation of The Standard Life Assurance Company {SLAC), the demutualisation shares issued by the
Company qualified for merger relief under section 131 of the Companies Act 1985 {which has now been superseded by section
612 of the Companies Act 2006). Merger relief permits, where shares are issued at a premium, the difference between the issue
value and nominal value of the shares issued to be transferred to a reserve other than the share premium account. The difference
between the issue value and nominal value of the demutualisation shares was transferred to the merger reserve following the
dividend in specie. £1,872m of merger reserves attached to the demutualisation shares was replaced with merger relief on the
ordinary shares of the operating subsidiaries acquired by the Company.

Reserve arising on Group reconstruction: On demutualisation of SLAC, the value of the demutualisation shares issued was
equal to the fair value of the assets and liabilities of the Group. Merger accounting principles were applied to the demutualisation
transaction and therefore all assets and liabilities were transferred at their book value at the time of demutualisation in the
consolidated financial statements. The reserve arising on group recenstruction represents the difference between the fair value
and book value of the assets and liabilities of the Group at the time of demutualisation of SLAC on 10 July 2006.

Special reserve: On 21 July 2006 the Court of Session confirmed a £500m reduction in the share premium account of the
Company. Following the reduction, a special reserve was created for the same amount. The special reserve forms par of the
Company's distributable profits for the purpose of section 830 of the Companies Act 2006. The total amount of dividends paid
during the year was £278m, of which £5m {2009: £nil) has been treated as a deduction from the special reserve.
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Notes to the Group financial statements continued

30. Reconciliation of movements in other reserves continued

Reserve
Revaluation Cash Foreign Net Equity arising on
of land and flow currency  Investment Merger compensation Special Group
bulldings hedges translation hedge reserves reserve reserve reconstruction  Total
2009 Hotes £m £m £m £m £m £m £m £m £m
At 1 January 9 (30) 244 (12) 3,194 17 266 (2,065) 1,623
Fair value losses on cash flow
hedges (25) - - - - (25)
Fair value gains transferred to
income statement on cash flow
hedges 37 - - - - 37
Net investment hedge - - {12) - - (12)
Revaluation of land and buildings 18 (16} - - - - - (18)
Exchange differences on
translating foreign operations - {65} - - (65)
Reserves cradit for employee
share-based payment schemes - - - - 24 - 24
Vasted employee share-based
paymants — shares issued - - - - - (8) - 8)
With profits funds: associated UDS
mavement recognised in equity 34 12 - 92 - - - - 104
Aggregate deferred tax items
recagnised in equity 1 3 - - - - - - (2}
Aggregate current tax items
recognised in equity - {3} 3 - - - -
At 31 December 3 {21) 268 (21) 3,194 33 266 {2,065) 1,660
Balance at 31 December 2009
comprises:
Total reserve before with profit fund
adjustment 18 (21) 494 (21) 3,194 33 266 (2,085) 1,898
Total with profit fund adjustment (12) (226) - - - - - {238
At 31 December [ {21) 268 (21} 3,194 3 266 {2,065} 1,660
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31. Non-controlling interests and third party interest in consolidated funds
The movement in non-controlling interests during the year was:

2010 2009

£m £m

At 1 January 296 334

Foreign exchange differences on translating foreign operations {4) (16}

Change in net assets aftributable to non-controlling interests 61 {33)

Net contributions (12) 12

Distributions (6) {1)

At 31 December 335 296
The movement in third party interest in consolidated funds during the year was:

2010 2009

£m £m

At 1 January 3,004 1,603

Foreign exchange difterences on translating toreign operations (73) (17)

Change in liability for third party interest in consolidated funds 443 323

Net contributions and movements between classifications of invesiments 2,161 1,145

Distributions (81) (50}

At 31 December 5,454 3,004

32. Insurance contract liabilities, investment contract liabilities and reinsurance
assets - terms, methods and assumptions

Insurance and investiment contract liabilities include unitised, non-unitised, conventiona! and annuity business. Unilised coniracts
are those where the contractual benefits are determined with reference to units allocated to the contract; non-unitised contracts
consist primarily of bonds where the benefits are linked to chosen indices afthough no units are allocated; annuity contracts are
those where regular payments are made depending on the survival of life or lives or for a certain period of time and all other
contracts are classed as conventional business.

The following sections give details of these main classes of business for each European long-term business fund — the Heritage
With Profits Fund {HWPF), the Proprietary Business Fund {PBF}, the UK Smoothed Managed With Profits Fund (UK SMWPF), the
German Smoocthed Managed With Profits Fund (G SMWPF), the German With Profits Fund (GWPF), together with the business of
The Standard Life Assurance Company of Canada (SLCC).

(a) Heritage With Profits Fund (HWPF)

The business in this fund largely comprises business wrilten by The Standard Life Assurance Company (SLAC) pricr to its
demutualisation,

{a}{i} UK Insurance and investment contract liabilities - terms

This section describes the terms of business held within this fund, including the investment element of those participating contracts
written in the PBF for which the HWPF is the appropriate participating fund {e.g. With Profits Bonds and participating pension
coniracts with a 0% investment guarantee). it also gives details of significant options and guarantees that have the potential to
increase the benefits paid to policyholders. Under some options and guarantees the benefits paid depend on the behaviour of
financial variables such as interest rates and equity returns. The significant options and guarantees are disclosed below.

Unitised pensions business

This class of business comprises single or regular premium contracts under which a percentage of the premium is used to allocate
units in one or more internal linked funds, or on a participating basis. Most of this business is classified as investment contracts
although there are some contracts that are classified as insurance, for example those with guaranteed minimum pensions. The
major unitised pension products include Individual and Group Personal Pension business, Executive Pensions and Stakeholder.
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Notes to the Group financial statements continuved

32. Insurance contract liabilities, investment contract liabilities and reinsurance
assets - terms, methods and assumptions continued

{a) Heritage With Profits Fund (HWPF) continued
{a)i) UKinsurance and investment contract liabilities - terms continued

Provision for additional death benefits may be provided by cancellation of units or through supplementary term assurance
contracts. Costs are recovered out of policies invested in internal linked funds by use of a fund management charge. Under
Stakeholder contracts, this fund management charge has a maximum limit.

The significant options and guarantees under these contracts are the following:

+ Participating contracts where, subject to specified conditions, it is guaranteed either that the unit price will rise at an annual rate
of at least 4% per year or that the unit price will not fall, and, that there will be no unit price adjustment (UPA) at specified
retirement dates or death

¢ Cerlain participating Trustee Investment Plan contracts where, subject to specified conditions and limits, it is guaranteed that
there will be no UPA when units are encashed

Conventional pensions business

Conventional pensions business comprises contracls where a minimum level of benefit is set at the outset and applies at the
date(s) specified in the policy, for example pure endowment contracts. Regular bonuses may be added to this initial minimum over
the term of the policy and, in addition, a final bonus may be paid. These coniracts are classified as insurance contracts.

Guaranteed annuity options providing for payment of a minimum annuity, in lieu of a cash sum, are available under pure
endowment contracts. Under some of these contracts the guarantee applies only at the maturity date.

Under other contracts, the option also applies for a specified period preceding the maturity date, in which case the sum assured
and bonuses are reduced by specified factors and different guaranteed annuity rates apply.

Unitised life business

Unitised life business comprises single or regular premium endowment and whole life contracts under which a percentage of the
premium is used 1o allocate units in one or more internal linked funds or on a participating basis. Some of this business is classitied
as insurance contracts, for example Homeplan and With Profits Bonds. Others are classified as investment contracts, for example
Capital Investiment Bonds.

The significant options and guarantees under these contracts are the following:

+ Participating contracts where, subject to specified conditions, it is guaranteed on death and maturity either that the unit price will
rise at an annual rate of at least 3% a year or that the unit price will nct {all, and, that there will be no UPA at maturity

* For participating bonds it is guaranteed that no UPA will apply on regular withdrawals up to certain specified limits

The death benefit under regular premium contracts is the greater of the bid value of units allocated and sum assured under the
contract. Some contracts also contain critical illness cover providing for payment of a critical illness sum assured on diagnosis of
certain defined serious illnesses. Under single premium contracts, the death benefit normally equals 101% aor 100.1% of the bid
value of units, depending on the type of contract and when It is taken out.

Under contracts effected in connection with house purchase the death benefit is guaranteed. Under other regular premium
contracts, at any time after the first ten years, the Group may review the status of the coniract and, if it deems it necessary, the
sum assured may be reduced, within the limils permitted.

Under some contracts effected in connection with house purchase, provided the criginal contract is still in force the following
options can normally be exercised at any time before the 55™ birthday of the life assured:

¢ Future insurability option under which a new contract can be effected on then current premium rates, in connection with a further
loan, up to the level of life and basic critical illness cover available ¢n the ariginal contract, without any further evidence of health

¢ Term extension option on then current premium rates under which the term of the contract may be extended by a whole number
of years if the lender agrees to extend the term of the loan

Conventional life business

Conventional life business consists of single or regular premium endowment, whole life and term assurance contracts where
guaranteed benelits are payable on death and under some products on permanent and total disability or on diagnosis of a
specified critical illness. These contracts are classified as insurance coniracts. Under participating contracts, regutar bonuses may
be added to the guaranteed sum assured cver the term of the policy and, in addition, a final bonus may be paid on death and
maturity. Cerlain endowment assurances have minimum surrender value provisions and minimum paid-up values.

Annuities

This class of business consists of single premium contracts that provide guaranteed annuity payments and are classified as
insurance contracts. The payments depend on the survival of a life or lives with or without a guaranteed period and may reduce on
a specified death or increase each year at a predefined rate or in line with the increase in the UK Retail Prices Index (RPI). Further
details are provided below of those contracts which provide a guaranteed rate of increase and which are valued on the regulatory
basis.
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For those annuities in payment which increase at a predefined rate the total liability at 31 December 2010 is £3.,022m
(2009: £2,998m) and this represents about 27% (2009: 27%) of the total UK annuity business held within this fund. These are
valued on the regulatory basis with allowance for the predefined rate of increase.

There is a subset of annuities where the RPI linked annuity payment cannot fall or is guaranteed to increase at a minimum rate; the
majority of such annuities are those whose payment cannot fall.

The total lability at 31 December 2010 for RPI linked annuities in payment (including any guaranteed minimum rate of escalation)
is £1,928m (2009: £2,339m) and this represents around 18% (2009: 21%) of the total UK annuity business held within this fund.
These are valued on the regulatory basis with allowance for a positive rate of RPI escalation.

As shown in the sensitivity analysis for the HWPF (refer to Note 42 — Risk management), there is no impact on shareholder equity
for either of the market movements scenarios. As explained in the limitations, this is because although equity holders are
potentially exposed to the full cost if the assets of the fund are insufficient to meet policyholder obligations, the assumption
changes given are not severe engugh for such an event to occur.

For some participating deferred annuity policies, at maturity the annuity income can be converted to cash on guaranteed
mirimum terms.

The Participating Pension Annuity is an annuity contract under which changes to the level of annuity are based on a dectared rate
of return but reductions in the level of the annuity are limited.

{a)tli} UK insurance and investment contract liabilities - methods

Calculation of liabilities

The Financial Services Authority's realistic reporiing regime seeks to place a realistic and market consistent vatue on both assets
and liabilities for participating insurance and investment contracts. In particular, the liabilities reflect discretionary benefits such as
future bonuses as well as both the intrinsic value and the time value of options and guarantees and allow for possible future
management actions.

The realistic liabilities are based on the aggregate value of individual policy asset shares that reflect the actual premium, expense
and charge history of each policy. The net investment retum credited to the asset shares is consistent with the return achieved on
the assets nolicnally backing participating business; any mortality deductions are based on published mortality tables adjusted
where necessary for experience variations; for those asset shares on an expense basis the allowance attributed to the asset share
is as far as practical the appropriate share of the aclual expenses incurred or charged to the HWPF; for those on a charges basis
the allowance is consistent with the charges for an equivalent unit linked policy. The calculation of asset shares is described in
more detait in the Principles and Practices of Financial Management (PPFM) for the HWPF.

Other components of the realistic liability reflect policy related liabilities such as policy guarantees, options and future bonuses,
which are calculated using a stochastic model that simulates future investment returns, asset mix and bonus strategies. The
liabilities recorded in the statement of financial position are also reduced by an offset in respect of the present value of future
profits on non-participating insurance and investment contracts written in the HWPF where these do not form part of the recourse
cash flow formula.

The liabilities for non-participating conventional insurance contracts are calculated using the gross premium method. The method
brings into account full premiums receivable under the contracts, estimated maintenance costs and contractually guaranteed
benefits.

The liabilities for annuity contracts are calculated by discounting the expected future annuity payments together with an appropriate
estimate of future expenses at an assumed rate of interest derived from the yields on the underlying assets.

For contracts with guaranteed insurability options, the calculated liabilities reflect an assumption that the options are foregone by
those experiencing the select mortality of newly underwritten lives. For Lifelime Protection Series term assurance business, the
liabilities include an allowance for whichever options the policyholder has exercised.

For unitised non-participating insurance contracts and investment contracts, the liability is based on the value of the underlying
assets supporting the contracts.

Participating contracts allocations

Regular bonuses are declared at the discretion of the Group in accordance with the PPFM of the HWPF and are set at levels which
aim to achieve a gradual build-up in guaranteed participating policy benefits whilst not unduly constraining investment freedom and
the prospects for final benuses. In setting these rates, the financial position (both current and projected) of the HWPF is taken into
account, and were it ngcessary, regular bonus rates would be set to zero. Regular bonus rates are set for each relevant class of
participating policy and/ar internal fund and reflect its characteristics, including any guarantees.

For some contracts, final bonuses may also be paid. These bonuses are not guaranteed and can be withdrawn at any time.
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32. Insurance contract liabilities, investment contract liabilities and reinsurance
assets - terms, methods and assumptions continued

{a) Heritage With Profits Fund {HWPF) continued
{a){ii} UK insurance and investment contract liabilities - methods continued

Participating contracts payouts

The Group's aim is that, subject to meeting alf contractual obligations and maintaining an adequate financial position, payouts on a
participaling policy {including any final bonus applying) should fairly reflect the experience of the HWPF applicable to such a policy,
after any adjustments for smoothing, and any distribution of the residual estate deemed appropriate by the Group's board.

When setting payout levels, the Group seeks to ensure fair treatment between those participating policyholders who choose to
withdraw and those who remain.

Asset shares are used as a tool to determine fair treatment. The calculation of asset shares varies between products, for example
calculations can be on the basis of representative policies or on an individual policy basis.

The methodology and parameters used in payout calculations may, of necessity, involve some measure of approximation. The
Group reviews regularly the methodology and parameters used, and sets parameters on bases appropriate for the participating
class and/or internal fund concerned.

In normal circumstances the Group seeks to offer some smoothing of investment returns to participating policyholders at the time
of claims due to maturity for life policies or for pension policies where the Group has no right to reduce benefits as defined in the
relevant contractual terms and conditions. The Group may, at its discretion, also provide some smoothing of investment returns for
death claims and some types of withdrawal at the time of payment. The Group aims to operate smoothing of investment returns in
such a way as to be neutral for participating policyholders as a whole over time. The Group monitors the anticipated cost of
smoothing on a regular basis and, in some circumstances, it may be appropriate to reflect the costs in payouts and/or adjust the
approach to smoothing.

When calculating asset shares, the Group may, at its discretion, make fair deductions to reflect its assessment of the cost of
guarantees. In April 2004, the Group announced that it would take an allowance for the assessed costs of guarantees when
determining final bonuses payable on claims, calculating policy switch values and calculating surrender and transfer values. These
allowances vary between types of policies, reflecting the nature of the guarantees provided. These allowances are kept under
review. A deduction is also taken from participating asset shares determined on an expense basis, of 0.5% pa as a contribution te
the capital of the HWPF.

Mortgage endowment policies
Eligible policies covered by the Mortgage Endowment Promise may receive ‘top up’ amounts, in accordance with the Scheme of
Demutualisation {the Scheme) (Schedule 4}.

Most guarantees on participating contracts and fulure bonuses are valued prospectively using a stochastic model, which generates
future investment returns. Within the projections, allowance is made for future bonus reflecting projected investment conditions and
the Group's HWPF PPFM. For guarantees on participating contracts not valued using the stochastic model, the liability is
calculated with reference to the ratio of guarantee costs to the asset share for the product most similar in nature.

The economic assumptions for the calculation of the present vatue of future profits on non-participating insurance and investment
conlracts are shown in the table betow:;

2010 2009
Risk discount rate 3.81% - 4.81% 4.37% - 5.47%
Investment returns
Equities 3.59% 4.21%
Propenrty 3.59% 4.21%
Fl — annuity/protection 3.81% 4.37%
Fl — other business 3.59% 4.21%
Expense inflation 3.95% 3.97%

The table above shows the changes in the basis between 2009 and 2010. The risk discount rates are calculated on a market
consistent basis and are set equal to the risk free rate plus a margin to allow for the non-market risks inherent in the cash flows
being discounted.

The investment returns for 2010 are the risk free rate of returns that are used to value the non-participating business on a market

consistent basis.

The non-economic assumptions include expenses, morality and withdrawals.

The expense and mortality assumptions are best estimate assumptions determined from the Group's recent analyses. They are

consistent with the assumptions for non-participating insurance contracts and any explicit margins for prudence are removed.
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A withdrawal investigation is carried out each year and assumptions are set with reference to recent levels laking into account any
trends evident. However, in general the participating business is not paricularly sensitive to the overall level of withdrawals. For
non-participating insurance business appropriate allowances are made for withdrawals on certain term assurance contracts.

For non-participating insurance contracts, the assumptions used to determine the liabilities are updated at each reporting date to
reflect recent experience. Material judgement is required in calculating these liabilities and, in particular, in the choice of
assumptions about which there is uncertainty over future experience. These assumptions are determined as appropriate estimates
at the date of valuation. The basis is considered prudent in each aspect. In particular, options and guarantees have been provided

for on prudent bases.

(a)(li) UK insurance and investment contract liabllities - assumptlons
The principal assumptions for the main UK non-participating insurance contracts are as follows:

Valuatlon interest rates

The valuation interest rates used are determined in accordance with the Financial Services Autharity's Integrated Prudential
Sourcebook. The process used ta determine the valuation interest rates used in the calculation of the liabilities comprises three
stages: determining the current yield on the assets held after allowing for risk and tax, hypothecating the assets to various types of

policy and determining the discount rales from the hypothecated assets.

For equity assets, the current dividends and earnings are censidered and, if necessary, a deduction is made to reflect
sustainability. Similarly, a deduction to the yields on property assets is made where necessary, to reflect sustainability and also to
allow for the possibility of rental defaults. For corporate bonds, a deduction is made for the risk of default. The yield for each
category of asset is taken as the average adjusted yield weighted by the market value of each asset in that category. The valuation

interest rates used are:

Non-participating 2010 2009
1. Assurances
Lite (includes Lifetime Protection Series) 2.70% 3.20%
Other 3.45% 4.05%
2. Annultles
Individual/group
Non-linked
Life 3.50% 4.20%
Pensions: reinsured externally 3.85% 4,30%
Pensions: not reinsured externally 5.20% 5.65%
Deferred annuities 4.30% 4.65%
Linked to RPI
Linked to RPI: reinsured externally 0.25% 0.85%
Linked to RPI; not reinsured externally 0.45% 0.85%
Deferred annuities linked to RPI 0.45% 0.55%
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32. Insurance contract liabilities, investment contract liabilities and reinsurance
assets - terms, methods and assumptions continued

(a) Heritage With Profits Fund (HWPF) continued

(a)(iii) UK insurance and investment contract liabilities - assumptions continued

Mortality rates

The future mortality assumptions are based on historical experience with an allowance for future mortality improvement in
annuities. The Group’s own mortality experience is regularly assessed and analysed, and the larger industry-wide investigations
are also taken into account.

Mortality tables used 2010 2009
1. Assurances

Lifetime Protection Series Males: 72.0% TMS00/TMNOO  Males: 69.3% TMS00/TMNOO

Females: 72.0% TFSO00/TFNOO Females: 63.3% TFSO0/TENOO

Assurances (excluding Lifetime Protection Series) 72.3% AMCO0 74.2% AMCO0

2. Annuities

Individual and group in deferment 70.5% AMCO0 72.4% AMCO0

Individual after vesting Males: 98.4% RMC00 Males: 96.2% RMC00

Females: 106.6% RFCO00 Females: 105.8% RFCO00

Group after vesting Males: 113.5% RMVO0 Males: 114.3% RMVO0

Females: 113.8% WA00 Females: 115.6% WAQC

In the valuation of annuities and deferred annuities issued in the UK, allowance is made for future improvements in the rates of
monrtality. The improvement factors assumed for males are in line with the average of CMI Medium and Long Cohort projections,
with a minimum improvement of 1.6% pa (2009: 1.5% pa). The improvement factors assumed for females are in line with 75% of
the average of CMI Medium and Long Cohort projections, with a minimum improvement of 1.3% pa {2009: 1.0% pa} and are
subject to an additional underpin so that 100% of the CMIR17 improvements apply. From age 90 (100 in the case of deferred
annuities), the minimum improvement factors taper down to zero at age 120 (2009: no tapering of improvements). For contingent
spouses’ benefits an assumption is also made with regard to the proportions married, based on the Group’s historic experience.

Expenses

The assumptions for future policy expense levels are determined from the Group’s recent expense analyses. No allowance has
been made for potential expense improvement, and the costs of projects to improve expense efficiency have been ignored. The
assumed fulure expense levels incorporate an annual inflation rate allowance of 3.95% {2009: 3.97%) for UK business derived

from the expected RPI implied by current investment yields and an additional allowance for earnings infiation.

For non-participating immediate and deferred annuity contracts and conventional non-participating insurance contracts, an explicit
allowance for maintenance expenses is included in the liabilities. An allowance for investment expenses is reflected in the
valuation rate of interest.

In calculating the liabilities for unitised regular premium non-participaling insurance contracts, the administration expenses are
assumed to be identical to the expense charges made against each policy. Similar assumptions are made, where applicable, in
respect of mortality, morbidity and the risk benefit charges made to meet such costs.

{a}{lv) European business - terms, methods and assumptions

Republic of lreland

The contracts issued in the Republic of Ireland have features similar to those in the UK and have similar options and guarantees,
including guaranteed sums assured on some conventional life business, no UPA at maturity or on regular withdrawals on some
unitised participating contracts and guaranteed annuity options on some pension business. All non-unitised life investment
contracts (Global Secure Bonds) have now matured — these were valued on an amortised cost basis.

The liabilities are calculated using a methodology and basis consistent with the UK approach but using assumptions appropriate to
the Irish market. The value of options and guarantees on the Irish business are measured using a methodology consistent with the
UK with due allowance for any appropriate interactions across the fund as a whole. However, the basis used is appropriate for the
Irish market.

Germany

The contracts investing in the HWPF mainly consist of unitised participating endowment assurances and deterred annuities, under
which a percentage of each premium is applied to purchase units in the fund. Certain unit prices in the HWPF are guaranteed not
to decrease. The death benefit under endowment assurances is the greater of the sum assured on death or 105% of the current
surrender value. The death benefit under deferred annLities is the greater of the sum assured on death, 100% of the current
surrender value, the nominal fund and, tor regular premium paying contracts and certain single premium contracts, a refund

of premiums.
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Provided all premiums have been received to date, the maturity value, and for certain contracls the surrender benefits, are subject
10 guaranteed minimum amounts (except for the investment linked contract). For some participating unitised policies it is
guaranteed that there will be no UPA on claims on or after the surrender option date. Deferred annuities have a guaranteed
annuity at the selected benefit date and the annuity starl date. In addition, certain contracts are subject to guaranteed annuity
amounts.

The liabilities are calculated using a methodology basis consistent with the UK approach but using assumptions appropriate to the
German market. The value of options and guarantees on the German business are measured using a methodology consistent with
the UK with due allowance for any appropriate interactions across the fund as a whole. However, the basis used is appropriate for
the German markel.

(b} Proprietary Business Fund (PBF)

Both non-participating and participating business has been written in this fund, with most business currently being reinsured to
Standard Life Investment Funds Limited, with the exception of protection business. For participating contracts written in this fund,
the panticipating investment element is transferred to the appropriate with profits fund. Therefore, all the contract liabilities held in
the fund are non-participating.

{b){i} UK Insurance and investment contract llabilitles - terms

This section describes the terms of UK business held in this fund. It also gives details on significant guarantees on annuity
business that have the potential to increase the benefits paid to policyholders.

Unitised pensions business

This class of business comprises single or regutar premium contracts under which a percentage of the premium is used 1o allocate
units in one or more internal linked funds. The major unitised pension products include Individual and Group Personal Pension
business, Executive Pensions, Stakeholder and Self Invested Personal Pensions, which are classified as investment contracts.

Provision for additional death benefits may be provided by cancellation of units or through supplementary term assurance
contracts.

The costs of policies invested in internal linked funds are recovered by use of a fund management charge. Under Stakeholder
contracts, this fund management charge has a maximum limit.

Unitised life business

Unitised life business mainly comprises single premium whole life contracts under which a percentage of the premium is used to
alfocate units in one or more internal linked funds. This business comprises principally Capital Investment Bonds, which are
classified as investment contracts.

The death benefit normally equals 101% or 100.1% of the bid value of units depending on the type of contract and when it is taken
out.

Conventional life business - protection

Conventional life business consists of lerm assurance conlracts where guaranteed benefits are payable on death and under some
products on permanent and total disability or on diagnosis of a specified critical illness. These contracts are classified as insurance
contracts.

Annuities

This class of business consists of single premium contracts that provide guaranteed annuity payments and are classified as
insurance contracts. The payments depend on the survival of a life or lives with or without a guaranteed period and may reduce on
a specified death or increase each year at a predefined rate or in line with the increase in the UK RPI.

For those annuities in payment which increase at a predefined rate, the total liability at 31 December 2010 is £159m (2009: £121m)
and this represents aboul 7% {2009: 7%) of the total UK annuity business held in this fund. These are valued on the regulatory
basis with allowance for the predefined rate of increase.

if the market moves in line with the adverse market conditions as shown in Note 42{(d)(ii}) — Sensitivity analysis ~ Market risk (i.e.
change in yields on 15 year gilt fixed interest bonds of -1%), then on a net of reinsurance basis there is no impact on shareholder
equity from those annuities with a predefined rate of increase.

There is a subset of annuities where the RPI linked annuity payment cannot fall or is guaranteed to increase at a minimum rate; the
majority of such annuities are those whose payment cannot fall.

The total liability at 31 December 2010 for RPI linked annuities in payment {including any guaranteed minimum rate of escalation)
is £143m {2009: £121m) and this represents about 6% {2009: 6%} of the total UK annuity business held within this fund. These are
valued on the regulatory basis with allowance for a positive rate of RPI escalation.

The RPI annuities are primarily backed by index linked securities and so if the market moves in line with the adverse scenarios as
shown in the Sensitivity analysis, then there is no impact on shareholder equity from these annuities on a net of reinsurance basis.
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Notes to the Group financial statements continued

32. Insurance contract liabilities, investment contract liabilities and reinsurance
assets - terms, methods and assumptions continued

(b) Proprietary Business Fund {(PBF) continued

(b)(11) UK Insurance and investment contract liabilities - methods

Calculation of liabilities

For unitised investment contracts the liability is based on the value of the underlying assets supporting the contracts.

The liabilities for conventional life insurance contracts are calculated using the gross premium method. The method brings into
account full premiums receivable under the contracts, estimated maintenance costs and contractually guaranteed benefits, and
includes an allowance for any options the policyholder has exercised.

The liabilities for annuity contracts are calculated by discounting the expected future annuity payments tegether with an appropriate
estimate of future expenses at an assumed rate of interest derived from the yields on the underlying assets.

{b){1li) UK insurance and investment contract liabllitles - assumptions
The principal assumptions far the main UK non-participating insurance contracts are as follows:

Valuation interest rates

The valuation interest rates used are determined in accordance with the Financial Services Authority’s Integrated Prudential
Sourcebook. The process used to determine the valuation interest rates used in the calculaticn of the liabilities broadly comprises
three stages: determining the current yield on the assets held after allowing for risk and tax, hypothecating the assets to various
types of policy and determining the discount rates from the hypothecated assets.

For equity assets, the current dividends and earnings are considered and, if necessary, a deduction is made to reflect
sustainability. Similarly, a deduction to the yields on propenty assets is made, where necessary, to allow for the possibility of rental
defaults. For corporate bonds, a deduction is made for the risk of default. The yield for each category of asset is taken as the
average adjusted yield weighted by the market value of each asset in that category.

The valuation interest rates used are:

Non-participating 2010 2009
1. Assurances
Lifetime Protection Series (term assurance/critical illness) 0.15% / 2.70% 0.15% / 3.15%
Life 2.10% 2.50%
2. Annuitles
Individual/group
Life 4.55% 4.75%
Pensions 4.55% 4.75%
Linked to RPI 0.65% 0.65%
Mortality rates

The future monrtality assumptions are based on historical experience with an allewance for future mortality improvement in
annuities. The Group’s own mortality experience is regularly assessed and analysed, and the larger industry-wide investigations
are also taken into account.

Mortality tables used 2010 2009
1. Assurances
Lifetime Protection Series Males: 72.0% TMS00/TMNOO  Males: 69.3% TMS00/TMNQO
Females: 72.0% TFS00/TFNOD Females: 69.3% TFSO0/TFNOO
Assurances (excluding Lifetime Protection Series) 72.3% AMCO0 74.2% AMCO00
2. Annuities
Individual after vesting Males: 91.0% RMCO00 Males: 91.4% RMCGO
Females: 98.6% RFC00 Females: 100.5% RFG00
Group after vesting Males: 105.0% RMV00 Males: 108.6% RMV0)
Females: 105.3% WADQ Females: 109.8% WAQOQ
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In the valuation of annuities issued in the UK, allowance is made for future improvements in the rates of mortality. The
improvement factors assumed for males are in line with the average of CMI Medium and Long Cohort projections, with a minimum
improvement of 1.6% pa {2009: 1.5% pa). The improvement factors assumed for females are in line with 75% of the average of
CMI Medium and Long Cohort projections, with a minimum improvement of 1.3% pa (2009: 1.0% pa) and are subject to an
additional underpin so that 100% of the CMIR17 improvements apply. From age 90 the minimum improvement factors taper down
to zerc at age 120 (2009: no tapering of improvements). For contingent spouses' benefits an assumption is also made with regard
to the proportions married, based on the Group's historic experience.

Expenses

The assumptions for future policy expense levels are determined from the Group's recent expense analyses. No allowance has
been made for potential expense improvement, and the costs of projects to improve expense efficiency have been ignored. The
assumed future expense levels incorporate an annual inflation rate allowance of 3.95% (2009: 3.97%) for UK business derived
from the expected RPI implied by current investment yields and an additional allowance for eamings inflation.

For non-participating immediate and deferred annuity contracts and conventional non-participating insurance contracts, an explicit
allowance for maintenance expenses is included in the liabilities. An allowance for investment expenses is reflected in the
valuation rate.

In calculating the liabilities for unitised regular premium non-participating insurance contracts, the administration expenses are
assumed to be identical to the expense charges made against each policy. Similar assumptions are made, where applicable, in
respect of montality, morbidity and the risk benefit charges made to meet such costs.

Withdrawals
For non-participating insurance business appropriate allowances are made for withdrawals on certain term assurance contracts.

(b)(iv} Canadian business - terms, methods and assumptlons

The only Canadian business written by the PBF is in respect of stacking policies and structured settlement assignment policies as
detailed below:

¢ The issuing of new stacking business, in conjunction with, and indemnity reinsured with the Standard Life Assurance Company
of Canada {SLCC)

+ Managing the portfolio of stacking business — a second position insurance on accumulation contracts and vested annuities,
which had been issued by The Standard Life Assurance Company (SLAC) in conjunction with, and subsequently indemnity
reinsured with SLCC, up to the time of demutualisation

» The issuing of structured settlement annuities to SLCC, in the case of third party structured settlement assignment policies
issued by SLCC. These annuities are indemnity reinsured with SLCC.

+ Managing the block of third party structured settlement assignment policies issued between 1 January 2005 and 10 July 2006
by SLAC. In each case, SLAC had purchased an annuity benefit from SLCC to exactly match the liability it had accepted under
the assignment.

* Managing the portfolio of structured settlement annuity contracts which had been issued by SLAC as part of its regular
operations until 31 December 2004 at which point this porifolio was totally indemnity reinsured with SLCC

{b){(v) European business - terms, methods and assumptions

Republic of Ireland
The contracts issued in the Republic of Ireland have features similar to those in the UK. The contracts issued are mainly
non-participating business. The options and guarantees are similar to those in the UK.

The liabilities are calculated using a methodology and basis consistent with the UK approach but using assumptions appropriate to
the Irish market. The value of options and guarantees on the Irish business are measured using a methodology consistent with
the UK.,

Germany

The German contracts issued in this fund mainly consist of unitised participating deferred annuities, which are written in the PBF
with the participating element being transferred to the German With Profits Fund or German Smoothed Managed With Profits
Fund. Certain unit prices in the German With Profits Fund are guaranteed not to decrease. The unit linked deferred annuity is
written here. Under this contract a percentage of the premium is used to allocate units in one or more internal linked funds.

The death benefit under all of the deferred annuities is the greater of the sum assured on death, 100% of the current surrender
value, the nominal tund, and, for regular premium paying contracts and certain single premium contracts, a refund of premiums.

Provided all premiums have been received 1o date, the maturity value for certain contracts are subject to guaranteed minimum
amounts. In addition, certain contracts are subject to guaranteed annuity amounts.

The liabilities are calculated using a methodology basis consistent with the UK approach but using assumptions appropriate to the
German market. The value of aptions and guarantees on the German business is measured using a methodology consistent with
the UK.
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Notes to the Group financial statements continued

32. Insurance contract liahilities, investment contract liabilities and reinsurance
assets - terms, methods and assumptions continued

(c) Other With Profits funds
{c){i) UK Smoothed Managed With Profits Fund {UK SMWPF) - terms, methods and assumptions

This fund helds the investment element of UK Stakeholder pension contracts written post demutualisation and so the business is
classified as investment contracts. The terms of this business and the method used to calculate the liability in respect of this
business are described below.

The Group's aim is that, subject to meeting all contractual obligations and maintaining adequate financial strength, payouts on a
participating policy (including any final bonus applying) should fairly reflect the experience of the UK SMWPF applicable to such a
policy, after any adjustments for smoothing.

When setting payout levels, the Group seeks to ensure fair freatment between those participating policyholders who choose 1o
withdraw and those who remain.

Asset shares are used as a tool to determine fair treatment. The calculation of asset shares is described in more detail in the
Principles and Practices of Financial Management for the UK SMWPF,

The methodology and parameters used in payout calculations may, of necessity, involve some measure of approximation. The
Group reviews regularly the methodology and parameters used and sets parameters on bases appropriate for the participating
class and/or internal fund concerned.

In normal circumstances the Group seeks to offer some smoothing of investment returns on all claims. The Group may, at its
discretion, cease smoothing of payouts or differentiate the smoothing approach for different types of claim, if it is appropriate to do
s0 in the interest of policyholders or to protect the fund. The Group aims to operate smocthing of investment returns in such a way
as to be neutral for policyholders as a whole over time. Investors in the UK SMWPF do not participate in the profits of the Group.

{c}{ii) German Smoothed Managed With Profits Fund (G SMWPF) - terms, methods and assumptions

The German smoothed managed product is a deferred annuity, which is written in the Proprietary Business Fund with the
participating element being transferred to the G SMWPF. The death benefit is the greater of the sum assured on death, 100% of
the current surrender value and a refund of premiums. Neither surrender nor maturity benefits are guaranteed.

The liabilities are calculated using a methodology consistent with the UK approach but using assumptions appropriate to the
German market.

{c){iii) German With Profits Fund (GWPF) - terms, methods and assumptions

The German contracts in this fund consist of unitised participating deferred annuities, which are written in the Proprietary Business
Fund with the participating element being transterred to the GWPF. Certain unit prices in the GWPF are guaranteed not to
decrease. The death benefit under all the deferred annuities is the greater of the sum assured on death, 100% of the current
surrender value, the nominal fund and, for regular premium paying contracts and certain single premium contracts, a refund of
premiums.

Provided all premiums have been received to date, the maturity value for the contracts is subject to guaranteed minimum amounts.
In addition, contracts are subject to guaranteed annuity amounts.

The liabilities are calculated using a methodology consistent with the UK approach but using assumptions appropriate to the
German market.

The value of options and guarantees on the German business are measured using a methodology consistent with the UK.
However, the basis used is appropriate for the German market.

(d) The Standard Life Assurance Company of Canada (SLCC)
{d}{i} Business written in Canada

Annuities

These contracts are similar to those issued in the UK and provide a guaranteed annuity payment based on the survival of a life or
for a specified period. The majority of the portfolio are life contingent annuities and are classified as life insurance. However, there
are some term certain annuities classified as investment contracts. Most of the annuity portfolio is written on a non-participating
basis. The benefits may increase each year at a predefined rate or in line with increases in the Canadian Consumer Price Index
(CP1) and will not decrease in perieds of deflation.

For those annuities which increase at a predefined rate, the total liability at 31 December 2010 is £642m and these represent
around 13% of the total Canadian annuity business. The liability for annuities linked to CPl is approximately £385m. This
represents around 8% of the total Canadian annuity business.

The annuity liabilities, including these guarantees, are valued using the Canadian Asset Liability Method. The liability is set as the
maximum reserve required under a number of projected economic scenarios including changes in the interest rate environment
and inflation rates. For CPl-linked annuities, a 1% increase in the CPI would increase liabilities by £57m. However, inflation risk on
these annuities is mitigated by investments in assets linked to inflation.
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Universal Life insurance

The main Universal Life product written by the Canadian business is named Perspecta and is a non-participating life insurance
product. Perspecta is a whole life assurance contract, under which premiums may be invested on both an index linked and
non-linked basis. Premiums invested on a non-linked basis are placed on deposit at rates of interest guaranteed for periods from
one day to 20 years. The rate offered is determined with reference to the financial conditions at the time of premium payment. The
contract provides life cover, and in addition, on death the value of the index linked funds is guaranteed never to be less than 75%
of premiums deposited into those funds, adjusted for expense charges and any withdrawals. The liability for these policies is
£872m at 31 December 2010 (2009: £722m).

Perspecta contracts issued up to November 2003 provided the following interest vate guarantees:

e (% tor the Daily Interest Fund

Far gach term investment fund (TIF), the greatest of 90% of the Government of Canada Bond rate for the same term, less 1.75%,
and:

0% for the 1-year TIF
1% for the 3-year TIF
2% for the 5-year TIF
3% for the 10, 15 and 20-year TIF

Furthermore, it was guaranteed that at least one TIF at a minimum guaranteed interest rate of 3% would be offered as long as the
policy is in-force.

Perspecta contracts issued after November 2003 provide lower interest rate guarantees for terms of at least three years, there is
no guarantee that a term with a 3% minimum guaranteed rate will be offered and the TIF investment option can be withdrawn.

In addition, on all Perspecta policies the value of the investment account may increase on guaranteed terms at specified policy
anniversaries. The level of increase depends upon various conditions, including when the contract was effected.

Perspecta policyholders have the option to switch into TIFs some or all of their investments in the other investment options and can
increase their premiums up to statutory limits. The guarantees that then apply are those set when the contract was effected.

These options and guarantees are valued using a stochastic model that has been approved by the Appointed Actuary in Canada.
A reduction of 1% in the yield curve would increase the value of the guarantee by £31m. At 31 December 2010, the liability for all
the TIFs {i.e. pre and post November 2003) is £55m (2009: £44m).

Accumulation contracts

This category comprises savings products that are classified as non-participating investment contracts. The major individual
product is Ideal Solution for Savings and the major group product is SLX. Deposits can be invested on a non-linked basis at
guaranteed interest rate for a given period. New market conditions apply if the plan renews after maturity.

Also included in this category are unit linked products sold on an individual or group basis. The individual product is
non-participating and offers a death benefit guarantee of the greater of the fund value and 100% of the net deposits.

Provided that the monies have been invested for a minimum of ten years, the maturity benefit is the greater of the fund value and
75% of deposits at the annuity commencement date less any cash values previously paid out. Otherwise the maturity benefit is the
fund value. The cost of the guarantee has been calculated in accordance with local regulations and results in a provision of (£29m)
being required.

The group version of this product differs in that it does not offer a guarantee upon death or maturity.

Registered Retirement Income Fund (RRIF} and Life Income Fund (LIF) producis

RRIF and LIF products are non-participating invesiment account contracts into which single premiums are invested on a linked or
non-linked basis. Non-linked premiums are placed on deposit at rates of interest guaranteed for a selected term. The rate offered
depends on financial conditions at the time of deposit. Proceeds at the end of a guarantee period may be reinvested at the then
current rates. Regular withdrawals are made from the account to provide an income during retirement. The policyholder may vary
the amounts withdrawn subject to the regulatory minimum. The unit linked version offers guarantees on death and maturity similar
to the individual product described above.

Cenventional life business

Cenventional life business consists of participating or non-participating single or regular premium endowment, whole life and term
assurance contracts where the guaranteed benefit is payable on death. Participating whole life and endowment assurance
contracts contain scales of minimum guaranteed surrender values and paid-up policy amounts. Participating whole life contracts
issued prior to 1985 include a guaranteed annuity rate option where the lump sum death benefit can be converted into an annuity
on guaranteed terms or retained by SLCC whereupon the value accumulates at an annual interest rate of at least 2.5%. For some
participaling whole life policies it is guaranteed that the interest on policy loans will not exceed 6%. There are some participating
policies where it is guaranteed that the annual interest rate credited will be at least 4%.
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32. Insurance contract liabilities, investment contract liabilities and reinsurance
assets - terms, methods and assumptions continued

{d) The Standard Life Assurance Company of Canada (SLCC) continued
{d){ii} Canadian business - methods

The participating insurance contracts are set aside in a distinct fund from the cther non-participating liabilities, with an undertaking
on how the earnings of the fund will be distributed and how the participating liabilities will be valued in future. The liability in respect
of participaling contracts is set equal to the value of the fund, being the best estimate of the amount that will be distributed. This
value is of the order of double the value of the liabilities in respect of guaranieed benefits, calculated in accordance with methods
prescribed by Canadian regulations. The liabilities in respect of non-participating business are determined in accordance with
methods prescribed by Canadian requlations, adjusted where appropriate to comply with UK accounting principles.

Under Canadian regulaticns, liabilities are determined according to the Canadian Asset Liability Method (CALM). SLCC’s assets
and liabilities are projected under a number of different economic scenarios. These scenarios include the current yield curve as at
the valuation date and a number of various rising and falling interest rate environmentis. Under each scenario the assets required
to suppont the liabilities are the value of assets which will achieve zero surplus at the end of the projection period. The liability is set

equal to greatest value of the required assets.

(d)(ili) Canadian business - assumptions

The Canadian economic environment at 31 December 2010 is used to determine the expected interest rates for the current
valuation. The expected experience scenario of risk free rates is derived from the yield curve of Canadian federal bonds at that

date, as summarised below:

Yield curve — by duration 2010 2009
6 months 1.14% 0.27%
1 year 1.39% 0.69%
2 years 1.64% 1.46%
3 years 1.91% 1.91%
S years 2.44% 2.78%
7 years 2.79% 3.13%
10 years 3.19% 3.64%
20 years 3.57% 4.20%
30 years 3.54% 4.09%

The following table shows other key investment returns used in the asset and liability projections under CALM:

invegtment returns 2010 2009
Equities 6.94% 6.92%
Property 6.92% 6.86%

These investment returns are net of investment expenses and are prudent assumptions as they include risk margins determined in
line with Canadian standards of practice. A further drop in the asset values of 30% for equities and 25% for property is applied,
consistent with Canadian standards of practice, to allow for adverse deviations in projecting cash flows arising from capital gains

on non-fixed income assets.

Mortality tables used

2010

2009

1. Assurances

Perspecta Universal Life and Term Life
Participating and non-participating life, closed to new business

2. Annuities

Individual after vesting

Group after vesting

65%-120% of base table (where base
table Is 78% of ClA 97-04)

76%-113% of CIA 97-04

53%-100% of |AM83M/IAM83F
with internally developed projection
scale CAN1921-2004 M/F (2011)

92%-111% of GAM34M/GAMI4F
with internally developed projection
scale CAN1921-2004 M/F (2011)

65%-120% of base table (where base
table is 56%-61% of CIA 86-92)

56%-86% of CIA 86-92

54%-107% of |AMB3M/IAMB3F
with internally developed projection
scale CAN1921-2004 M/F (2010}

93%-117% of GAMIAMW/GAMSI4F
with internally developed projection
scale CAN1921-2004 M/F (2010)
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Mortality assumptions are derived from studies performed during 2010, with data to 2009, ysing a blend of industry and SLCC's
experience. The rates are expressed as a percentage per the tables shown. For assurance business the percentages vary
depending on the underwriting classification and the duration of the contracts. For annuity business the percentages vary
depending on the gender of the annuitant.

Margins for adverse deviation are added and vary depending on the nature of the products and the strength of the underwriting
criteria. These margins are consistent with Canadian actuarial standards of practice for use in local regulatory reporting.

(e} Healthcare business - terms, methods and assumptions

The contracts issued by Standard Life Healthcare Limited mainly consisted of individual and corporate private medical insurance
products that included a range of benefit options. All contracts were written on annual premium income basis. A provision for
unearned premiums was calculated on a daily basis as the most accurate method for calculating the propartion of premium
accounted for in periods up to the accounting date that was attributable to subsequent periods.

Claims incurred comprised claims paid in the year and changes in the provision for outstanding claims, whether reported or not,
together with any adjustment to claims from previous years.

Qutstanding claims comprised provisions for the claims incurred up to, but not paid at, the reporting date, whether reported or nol.

Commission payable was deferred on the same basis as unearned premiums,

(f} Reinsurance - terms, methods and assumptions

The Group limits its exposure to loss within insurance operations through participation in reinsurance arrangements within the
Group and externally.

On 14 February 2008, Standard Life Assurance Limited (SLAL}, a wholly owned subsidiary of the Company, reinsured a portfolio of
annuity coniracts held within the HWPF with Canada Life International Re {the reinsurer). In order to limit counterparty credit
exposure, the reinsurer was required to deposit back an amount equal to the reinsurance premium of £6.3bn {referred to as 'the
deposit’). Interest is payable on the deposit at a floating rate. In respeci of this arrangement SLAL holds a ring fenced pool of
assets 31 December 2010 value £6.0bn (2009: £6.1bn). For full details see Note 4 — Expenses under arrangement with reinsurers.
A floating charge over the ring fenced pool of assets has been granted to the reinsurer.

Amounts recoverable from all reinsurers are estimated in a manner consistent with the methods and assumptions used for
ascertaining the underlying policy benefits and are presented in the statement of financial position as reinsurance assets.

Even though the Group may have reinsurance arrangements, il is not relieved of its direct obligations to its policyholders and thus
a credit exposure exists with respect to reinsurance ceded, to the extent that any reinsurer is unable to meet its obligations
assumed under such reinsurance agreements.

33. Insurance contract liabilities, non-participating investment contract liabilities,
participating investment contract liabilities and reinsurance assets

2010 2009

Notes £m £m

Non-participating insurance contract liabilities 33(a) 23,564 22,164
Non-participating invesiment contract liabilities 33{b) 75,600 63,728
Non-participating contract llabllities 99,164 85,892
Participating insurance contract liahilities 33(a) 17,357 16,568
Participating investiment contract liabilities 33(a) 15,329 14,993
Unallocated divisible surplus 34 788 791
Participating contract liabilities 33,474 32,352
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33. Insurance contract liabilities, non-participating investment contract liabilities,
participating investment contract liabilities and reinsurance assets continued

The Heritage With Profits Fund (HWPF) was established as part of the demutualisation transaction on 10 July 2006. Under the
Scheme of Demutualisation (the Scheme) certain non-participating contracts were transferred to the HWPF. The present value of
future profits (PVFP)} on these non-panicipating contracts can be apportioned between the component related to contracts whose
future cash flows under the Scheme are expected to be transferred out of the HWPF to equity holders, and the component related
to contracts whose future cash flows will remain in the HWPF, to be applied either to meet amounts that may be charged to the
HWPF under the Scheme or distributed over time as enhancements to final bonuses payable on the remaining policies invested in
the fund.

These componenis are apportioned in arriving at the amount of participating contract liabilities and unallocated divisible surplus as
follows:

2010 2009

£m £m

Participating contract liabilities before apportionment 32,374 31,269
Apportionment of non-participating PVFP 312 292
32,686 31,561

Participating insurance contracts 17,357 16,568
Participating investment contracts 15,329 14,993
Participating contract ilabllities atter apportionmant 32,686 31,561
Unallocated divisible surplus before apportionment 1,996 1,940
Apportionment of non-panticipating PVFP (1,208) (1,149}
Unallocated divisible surplus after apportionment 788 791

(a) Insurance contract liabilities, participating investment contracts and reinsurance assets

The movement in insurance contract liabilities, participating investment contracts and reinsurance assets during the year was as
follows:

Participating Non-participating Partlcipating Reinsurers’ share
insurance insurance  investment Total insurance of liabilities
contract contract contract and participating (reinsurance
liabilities llabilities liablllties contracts asgset) Net
2010 £m £m £m £m £m £m
At 1 January 16,568 22,164 14,993 53,725 (7,032) 46,693
Expected change (362) (525) (546) {1,433) 307 (1,126)
Methodology/modelling changes 2 {11} 8 1 (7} (8)
Etfect of changes in:
Economic assumptions 38 583 2 623 (251) 372
Non-economic assumptions {34) (43) {12) (89) 54 (39)
Elfect of:
Economic experience 1,062 536 769 2,367 (19) 2,348
Non-economic experience 146 {434) 57 (231) 15 (216}
New business 39 B16 90 945 (2} 943
Total change In contract llabilities 891 922 368 2,181 97 2,278
Foreign exchange adjustment (102) 625 (32) 491 31) 460
Movements attributable to
discontinued healthcare operations - {147) - (147) 4 (143)
At 31 December 17,367 23,564 15,329 56,250 (6,962) 49,288

Due to changes in economic and non-economic factors, certain assumptions used in estimating insurance and investment contract
liabilities have been revised. Therefore, the change in liabilities reflects actual performance over the year, changes in assumptions
and, to a limited extent, improvements in modelling technigues.

Following demutualisation il is necessary to recognise the residual estate in the HWPF as a liability within the participating
liabilities, since this will in due course be distributed to existing HWPF policyholders if it is not otherwise required to meet liabilities
chargeable to the HWPF in accordance with the Scheme. The movement for the year therefore includes the movemant in the
residual estate.
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Participating  Non-participating Participating Relnsurers’ share
Insurance insurance investment Total insurance of llabliitles
contract contract contract  and particlpating (reinsurance
llabilitles liabilities labliitles contracts asset) Net
2009 £m fm £m £m £m £m
At 1 January 17,625 19,635 15,674 52,934 {6,076) 46,858
Expected change (627) (379) {828) (1,834) 184  (1,650)
Methodology/modelling changes {17 (70) (12) (99) 27) (126)
Effect of changes in:
Economic assumptions (311) 1,758 {268) 1,180 {1,117} 63
Non-economic assumptions (22) (80) - (112) 52 (60}
Effect of:
Economic experience 205 593 133 931 (25) 906
Non-economic experience (21) (324) 272 (73) {4) (7T
New business 38 777 110 925 {5} 920
Total change In contract llabllities (755) 2,266 (593) 918 (942) (24)
Foreign exchange adjustment {302) 276 {88) {114) {14} (128}
Movement attributable to
discontinued healthcare operations - {13) - (13 - (13}
At 31 December 16,568 22,164 14,993 53,725 (7,032) 46,693
(b) Non-participating investment contract liabilities
The change in non-participating investment contract liabilities was as follows:
2010 2009
£m £m
At 1 January 63,728 52,273
Contributions 11,145 8,997
Initial charges and reduced allocations (9) (21
Account balances paid on surrender and other terminations in the year (7,589) (6,682)
Investment return credited and relatad benefits 7,740 9,088
Foreign exchange adjustment 955 376
Recurring management charges (370) (303)
At 31 December 75,600 63,728

Refer to Note 42 — Risk management for an indication of the term to contracted maturity/repricing date for insurance and

investment contract liabilities. Reinsurance contracts are generally structured to match liabilities on a class of business basis. This
has a mixture of terms. The reinsurance assets are therefore broadly expected to be realised in line with the settlement of liabilities
(as per the lerms of the particular treaty) within a reinsured class of business.

34. Movement in components of unallocated divisible surplus (UDS)

The movement in the UDS was as follows:

2010 2009

£m £m

At 1 January 791 864
Change in UDS recognised in the incomae statement (22) (21)
Change in UDS not recognised in the income statement 2 (104)
Foreign exchange adjustment 17 52
At 31 December 788 7H
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35. Financial liabilities

2010 2009
Notes £m £m
Financial liabilities at fair value through profit or loss:
Classified as held for trading:
Derivative financial instruments designated as cash flow hedges 22 1 25
Derivative financial instruments designated as net investiment hedges 22 25 4
Derivative financial instruments designated as held for trading 22 898 870
Total financlal liabilitles classitied as held for trading 924 899
Designated upon initial recognition:
Non-participating contract liabilities 72,670 60,947
Third party interest in consolidated funds N 5,454 3,004
Total financial liabllities designated upon inltlai recognition 78,124 63,951
Total financial liabllities at fair value through profit or loss 79,048 64,850
Financial liabilities measured at amortised cost:
Non-participating contract liabilities 2,930 2,781
Deposits received from reinsurers 6,021 6,104
Borrowings 36 245 3,010
Subordinated liabilities 37 1,799 2,111
Customer accounts related to banking activities and deposits by banks - 5,927
Other financial liabilities 40 1,826 2,745
Total financlal liabilitles recognised at amortised cost 12,821 22,678
Less: Financial liabilities classilied as held for sale:
Borrowings 36 - (2,783)
Subordinated liabilities 37 - (279)
Customer accounts related to banking activities and deposits by banks - (5,927)
Derivative financial liabilities 22 - (102)
Other financial liabililies 40 - {8)
Total financial llabilities 91,869 78,429
36. Borrowings
2010 2009
Notes £m £m
Centificates of deposit, commercial paper and medium term notes - 816
Securitisations — mortgage backed floaling rate notes - 1,967
Bank overdrafts 25 104 87
Other 141 140
Total borrowings 245 3,010
Less: Borrowings classitied as held for sale - (2,783)
Borrowings 245 227
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37. Subordinated liabilities

2010 2009
£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 660 682
Subordinated guaranteed notes:
6.14% £265,000,000 fixed rate perpetual - 279
Mutual Assurance Capitat Securities:
6.546% £300,000,000 fixed rate perpetuat 315 315
5.314% €360,000,000 fixed/loating rate perpetual 322 333
Total subordinated liabilities 1,799 2,111
Less: Subordinated liabilities classified as held for sale - (279)
Subordinated llabilities 1,799 1,832

The difference between the fair value and carrying value of the subordinated liabilities is presented in Note 43 - Fair value of
tinancial assets and liabilities.

Subordinated liabilities are considered current if the contractual repricing or maturity dates are within one year. The principal
amount of subordinated liabilities of continuing operations is expected to be settled after more than 12 months. The accrued
interest on subordinated liabilities of £71m (2009: £72m) is expected to be settled within 12 months.

The classification of amounts due under the subordinated loan arrangements is determined by the interaction of these
arrangements with the internal suberdinated loan note issued by Standard Life Assurance Limited (SLAL) to the Company, as set
out below.

Subordinated guaranteed bonds

The subordinated guaranteed bonds were issued on 12 July 2002. The payment of principal and interest in respect of the bonds
has been irrevocably and unconditionally guaranteed by SLAL. The claims of the bondholders to payment under the guarantee will
rank below the claims of all senior creditors of SLAL including policyholders. This guarantee is internal to the Group and is
considered a financial guarantee contract under IAS 39 Financial Instruments: Recognition and Measurement.

The Sterling denominated bonds are perpetual securities and as such have no fixed redemption date. However, the bonds are
redeemable at par at the option of the Company on 12 July 2027 and on every fifth anniversary thereafter. if the Sterling bonds are
not redeemed on 12 July 2027, the interest rate payable will be reset to 2.85% over the gross redemption yield on the appropriate
five year benchmark gilt on the reset date. The Company can elect to defer the payment ¢f interest on the Sterling bonds. Interest
will accrue on any interest deferred at the then current rate of interest on the bonds. Any interest deferred becomes immediately
due and payable on: the date of declaration or payment of dividends, interest or other payment in respect of any pari passu ranking
securities or securities that rank junior to the Sterling bonds; or the date any of the securities are purchased by the Company,
SLAL or a subsidiary of the Company; the date fixed for any payment under a guarantee that ranks junior to the Sterling bonds; the
date of any redemption or purchase of Sterfing bonds, or the commencement of winding up of the Company or SLAL.

The maturity date for the Euro denominated bonds is 12 July 2022 and all outstanding obligations under the instruments become
immediately due and payable on this date. There are specific conditions surrounding the solvency of SLAL, which aliow the
repayment of the outstanding obligations to be deferred to the second anniversary of the maturity date. The Company does have
the option to redeem at par the bonds on 12 July 2012 and on any interest payment date thereafter until maturity. From 12 July
2012, the Euro bonds wilt bear interest quarterly in arrears at a floating rate determined by the three month Euro deposit rate.

Mutual Assurance Capital Securities (MACS)

The MACS were issued on 4 November 2004. The payment of principal and interest in respect of the MACS is irrevocably and
unconditionally guaranteed by SLAL. The claims of the holders of the MACS to payment under the guarantee will rank below the
claims of all senior creditors of SLAL including policyhelders.

The MACS are perpetual securities and as such have no fixed redemption rate.

The Sterling denominated MACS started accruing interest from 4 November 2004 and bear inlerest at a rate of 6.546% per annum
payable annually in arrears on 6 January each year, commencing on & January 2006. From and including 6 January 2020 and
every fifth anniversary thereafter, these MACS will bear interest annuaily in arrears based on the aggregate of a margin plus the
gross redemption yield of the specific gilts.
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37. Subordinated liabilities continued

The Euro denominated MACS started accruing interest from 4 November 2004 and bear interest at a rate of 5.314% per annum
payable annually in arrears on 6 January, commencing on 6 January 2006. From and including 6 January 2015, these MACS will
bear interest quarterly in arrears, commencing 6 April 2015, at a floating rate of interest to be calculated quarierly based on the
aggregate of a margin plus the rate for three month Euro deposits.

The payment of interest can be deferred at the option of the Company on an interest payment date and is mandatory deferred on
any interest payment date on which the Company does not satisfy certain specified solvency conditions. SLAL has corresponding
mandatory deferral rights in relation to payments under the guarantee. Any interest deferred becomes immediately due and
payable on the date the payment of interest is resumed by the Company or SLAL, the date fixed for the redemption or purchase of
MACS by the Company, the commencement of winding up of the Company or the date of any declaration or payment of securities
that rank junior to MAGS or the date any of these junior securities are purchased by the Company, SLAL or a subsidiary of the
Company.

The obligation to pay any deferred interest must be satisfied with cash raised from the issue of ordinary shares or the sale of
treasury shares.

Internal subordinated loan note

SLAL issued a subordinated loan note o the Company on 10 July 2006. The loan note at all times ranks senior to ordinary share
capital and junior to Innovative Tier 1 capital of SLAL. There is no fixed redemption date for the note, but interest payments cannot
be deferred and must be paid on the date they become due and payable. The note is ranked junior to the subordinated guaranteed
bonds and MACS, therefore any interest deferred on the Sterling guaranteed bonds or MACS becomes immediately due and
payable on the date of interest payment in respect of the note. This removes the discretionary nature of the interest payments on
the Sterling guaranteed bonds and MACS.

38. Pension and other post-retirement benefit provisions
The Group operates defined benefit and defined contribution schemes for staff employed by the Group.

Defined contribution plans

In the UK, since 16 November 2004, new employees have been eligible to join a defined contribution scheme. The assets of the
scheme are held separately from those of the Group in an independently administered fund. In Canada, employees have the
opticn to have their current year of service credited on a defined contribution basis. The contributions under this option are
equivalent to the amount that the Group would have ctherwise determined using the projected unit credit valuation method under
the defined benefit scheme.

Defined benefit plans
The Group operates defined benefit schemes for its employees in Europe and Canada. The plans operating in Europe are within
the UK, Ireland and Germany, with the scheme in the UK having the largest number of members.

Contributions to plans
The following table shows the actual contributions made to the plans in 2009 and 2010:

Defined benefit Detined contribution
2010 2009 2019 2008
£m £m £m £m
UK = normal funding n 36 8 7
UK -~ additional contributions 70 20 -
Canada 4 4 4 3
Ireland 2 2 - -

Expected contributions to the plans in 2011 are as follows:

Defined benefit Defined contribution

2011 2011

£m £m

UK — normal funding 29 "
UK — additional contributions 20 -
Canada 5 4
Ireland 1 -

Total contributions to the UK defined benefit scheme include additional contributions of £20m paid in accordance with an existing
agreement with the scheme trustees. In addition, as a result of the disposal of Standard Lite Healthcare Limited and Standard Life
Bank plc in 2010, additional pension contributions were made to the UK defined benefit scheme totalling £40m together with a
further £10m representing an acceleration of an agreed additional contribution from 2017 to 2010.
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Canada — post-retirement medical benefits
In Canada, certain scheme plans provide employees with post-retirement medical benefits. A 1% point change in assumed medical
cost trend rates would have the following effects:

One percentage polnt One percentage point One percentage point One percentage point

increase increase decrease decrease

2010 2009 2010 2009

£m £m £m £m

Effect on defined benefit obligation 4 3 (3) {2}

(3} Analysis of amounts recognised in the consolidated income statement

The amounts recognised in the consclidated income statement for defined contribution and defined benefit schemes are as
follows:

2010 2009

Notes £m £m

Current service cost (67) (53)
Interest cost on benetit chligation {(110) {93}
Expected return on plan assets 119 9N
Past service cost 59 1
Gains on curtailment - 4
Credit/(expense) recognised In the incomse statement 6 1 (50)

Contributions made to defined contribution plans are included within current service cost, with the balance attributed to the Group's
defined benefits schemes.

In 2010, a credit from past service costs of £59m has been recognised as a result of a change in the basis of future pension
increases in the UK staff pension scheme.

(b) Actuarial gains and losses recognised in the consolidated statement of comprehensive

income

The actuarial gains/(losses) recognised in the consclidated statement of comprehensive income are as follows:
2010 2009
£m £m
Actual return less expected return on schemes’ assels 204 99
Experience gains and losses arsing on schemes' liabilities (2) 41
Changes in assumptions underlying schemes’ liabilities (18) {370)
Surplus not recognised - 153
Actuarlal gaing/{losses) In the statement of comprehenslve income 184 {77}

The cumulative amount of actuarial gains recognised in the statement of comprehensive income since 16 November 2003, the
date of adoption of IFRS, is £233m (2009: £49m}).

The actuarial gains for the year ended 31 December 2010 of £184m (2009: losses of £77m) were recognised direcily in retained
earnings. Refer to Note 29 — Retained earnings.

{c) Analysis of amounts recognised in the consolidated statement of financial position
The present value of the defined benefit obligation less the fair value of gross scheme assets is as follows:

2010 2009
UK Canada Ireland Total UK Canada Ireland Total
£m £m £m £m £m £m £m £m
Present value of funded obligation (1,724) (175) (1) (1,950) {1,700) (135) 43) (1,878)
Present value of unfunded obligation - (56) - (56} - (41) - (41)
Fair value of scheme assets 2,005 175 48 2,228 1,644 144 48 1,836
Adjustment for unrecognised past service costs - (6) . (6} - (6) - (6)
Neot asset/(liability) in the statement of financlal position 281 (62) (3) 216 (56) (38) 5 {89)

The Group also recognises a net liability of £6m (2009: £5m) arising from a scheme with a total defined benefit obligation of £6m
{2009: £5m) administered for the benefit of employees in Germany, resulting in a combined net asset presented in the statement of
financial position of £210m (2009; net liability of £94m).
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38. Pension and other post-retirement benefit provisions continued
(d} Defined benefit obligation

The movement in the present value of defined benefit obligation is as follows:

2010 2009
£m £m
At 1 January 1,924 1,513
Foreign exchange differences 14 2
Current service cost 55 43
Interest cost 110 93
Acluarial losses 20 329
Past service cost {59) (1
Gains on curtailments - {4)
Benefits paid {52} (51)
At 31 December 2,012 1,924
The defined benefit obligation is as follows:
2010 2009
£m £m
Wholly unfunded 62 45
Whally funded 1,950 1,878
Total defined benefit obligation 2,012 1,924
{e) Plan assets
The changes in the fair value of plan assets are as follows:
2010 2009
£m £m
At 1 January 1,836 1,629
Expected return on scheme assets 119 91
Actuarial gains 204 ekt
Contributions by employer 107 62
Foreign exchange difference on foreign plans 12 5
Benefits paid (50) (50)
At 31 December 2,228 1,836
The distribution of the fair value of the plan assets at 31 December is as follows:
2010 2009
UK <Canada Ireland Total UK Canada Ireland Total
£m £m £m £m £m £m £m £m
Equity securities 490 127 23 640 734 78 21 833
Bonds - government N7z 46 20 383 239 45 25 309
Bonds — corporate 577 - 5 582 154 3 - 157
Property 47 - - 47 65 7 1 73
Other 574 2 - 576 452 11 1 464
Total 2,005 175 48 2,228 1,644 144 48 1,836

The expected return on plan assets in the UK is set with reference to the scheme’s investment guidelines. Derivative financial
instruments are used to modify the profile of the assets of the scheme ta better match the scheme's liabilities and to execute
specific strategies as defined within the scheme's investment guidelines.
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The expected return on plan assets is based on market expectations at the beginning of the period for retums over the entire life of
the refated benefits obligations. The expected return by geography is as fellows:

2010 2009
UK  Canada lreland UK  Canada Ireland
% % % Yo Yo %
Expected return on plan assets 6.15 7.00 5.00 6.30 7.00 5.93
The actual return on plan assets during 2010 was £323m (2009: £190m).
(f) Principal assumptions
The principal economic assumptions used in determining the year end pension benefit obligation for the Group’s plans are as
follows:
2010 2009
UK Canada Ireland UK Canada treland
% % % % % %
Rate of increase in salaries 4.65-5.65 3.50 3.50 4.80-5.80 3.50 3.50
Rate of increase in pensions 3.05-3.65 1.33 1.00 3.80 1.33 1.00
Discount rate 5.30 5.50 5.25 5.60 6.25 6.00
Inflation assumption 3.05-3.65 2.00 2.00 3.80 2.00 2.00

The valuation of scheme liabilities is sensitive primarily to both the assumed discount and inflation rates and in particular to the
difterence between these two rates. A reduction of ten basis points in the discount rate used to value the UK scheme would
increase the defined benefit obligation by £43m (2009: £45m).

The most significant non-economic assumption is that made in respect of mortality post-retirement. The mortality tables (along with
sample complete expectations of life) are iliustrated below:

Expectation of life

Male, age today Female, age today

Normal
Retirement
Table Improvements Age (NRA) NRA 40 NRA 40
Scheme

specific basis  ‘Double entry’ table,

reflecting CMI cohort

membership projections with
UK demographics underpin 60 28 30 29 30

UP94 proj to
Canada 2015 scale AA 63 21 19 23 22
Irefand PNMLOO Projected to 2025 60 28 31 29 32
(g} History of experience gains and losses

2010 2009 2008 2007 2006
£m £m £m £m £m
Present value of the defined benefit obligation 2,012 1,924 1,513 1,587 1,491
Fair value of the plan assets 2,228 1,836 1,629 1,384 1,271
Adjustment for unrecognised past service costs (6) (6) {5) - -
Net surplus/(deficit) in the plans 210 (94) 111 {203) (220)
Surplus not recognised - (153) 153 - -
Experience adjustments on plan liabilities (20) (329) 207 22 19
Experience adjustments on plan assets 204 99 107 (25) {31}
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39. Deferred income

2010 2009
£m £m
At 1 January 3n 382
Additions during the year 83 72
Released to the income statement as fee income (71) (80}
Foreign exchange adjustment {1) (3
At 31 December 382 371
40. Other financial liabilities
2010 2009
£m £m
Contingent commissions 61 52
Amounts payable on direct insurance business 325 273
Armounts payable on reinsurance contracts 26 25
Qutstanding purchases of investment securities 131 399
Accruals 304 258
Creation of units awaiting settlement 75 59
Cash collateral held in respect of securities lending arrangements - 933
Cash collateral held in respect of derivative contracts 396 274
Property related liabilities 232 224
Other 276 248
Total other financtial liabilities 1,826 2,745
Less: Other financial liabilities classilied as held for sale - (8)
Other financial liabilities 1,826 2,737

The amount of other financial liabilities expected to be settled aiter more than 12 months is £161m (2009: £159m).

41. Other liabilities

2010 2009

£m £m

Provisions 10 21
Cther 107 72
Other liabilities 117 93

Provisions comprise obligations in respect of compensation, litigation, staff entitlements and reorganisations. The movement during
the year was as follows:

2010 2009

£m £m

At 1 January 21 22
Charged/{credited) to the consolidated income statement:

Additional provisions 6 11

Unused amounts reversed (6) (3

Disposal of subsidiaries ()] -

Used during the year 5 (£

Exchange differences - (1}

At 31 December 10 21

The amount of other liabilities of continuing operations expected to be setiled after mare than 12 months is £1m {(2009: £nil).

160 Annual Report and Accounts




42. Risk management

(a) Overview

The Group recognises the need to manage long-term value creation, cash flow and risk in a holistic manner in order 10 make
informed decisions to create and protect value in the Group's activities. The Group is proactive in understanding and managing the
risks to its objectives at every level and ensuring that capital is delivered to areas where most value can be created for the

risks taken.

The Group has developed and embedded an Enterprise Risk Management Framework (ERM Framework) to enable the risks of
the Group to be identified, assessed, controlled and monitored consistently, objectively and holistically, The ERM Framework is
built around a robust governance siructure. The ‘Three Lines of Defence’ are an important part of this structure providing clearly
defined roles and responsibilities:

First line: Day-to-day risk management is delegated from the Board to the Chief Executive {CE) and, through a system of
delegated authorities and limits, to business managers.

Second line:  Risk oversight is provided by the Group Chief Risk Officer (CRO) and established risk management committees,
including the Group Enterprise Risk Management Committee (ERMC). These management commitiees are
supported by the specialist risk management and compliance functions across the Group.

Third line: Independent verification of the adequacy and effectiveness of the intemal risk and control management systems
is provided by the Audit and Compliance Committee, which is supported by the Group Internal Audit function, and
the Risk and Capita! Committee.

The CE and the Group's senior management are responsible for ensuring that the ERM Framework is operating effectively across
the Group. The Group's risk profile is assessed regularly against the Board approved risk appetite, and reviewed by the relevant
executives and Group risk committees. Risk appetites and limits are established following due consideration of;

¢ The nature of current risk exposures in business units
* Gross exposures and concentrations of risk across the Group
s The Group’s overall corporate strategy

The ERMC supports the CE in the management of risks across the Group. The ERMC is responsible for overseeing compliance
with the Group's ERM Framework and is supported by Group Credit Risk Committee and Group Risk Management. The ERMC
meets at least monthly, and usually in conjunction with the Executive team.

{b) The Group structure

All business unils are required to report risk information to the ERMC and CRO. The definition of ‘business unit’ is not constrained
by the Group's legal structure and in practice risks are monitored and controlled along the reporting lines that the Group believes
are most appropriate given the materiality, purpose and strategic significance of each of its operations. Furthermore, the Group's
structure is such that where an event gives rise to a loss, that loss may not always be fully atiributable to equity holders. This
possibility arises in particular in respect of participating business where losses will be attributed to policyholders, or the estate of
the relevant funds, where it is permitted and believed reasonable to do so. The various provisions of the Scheme of
Demutualisation (the Scheme) must also be taken into account when considering losses attributable to the Heritage With Profits
Fund {HWPF). Consequently, within this Note, quantitative information has been grouped and summarised to highlight both the
degree of risk borne by the Group’s principal business units and by policyholders and equity hoiders. Quantitative information is
presented as follows: UK and Europe life and pensions, Canada and other business units.

UK and Europe life and pensions is subdivided and summarised to separately present the risks borne by the HWPF and other with
profits funds which comprise UK Smoothed Managed With Profits Fund, German Smoothed Managed With Profits Fund and
German With Profits Fund. The effect of risk on the recourse cash flows arising in the HWPF — the principal means by which
surplus arising within the HWPF is transferred 1o equity holders — is also highlighted where appropriate. Within UK and Europe life
and pensions, other funds business includes the financial instruments atiributable to Standard Life Assurance Limited Shareholder
Fund (SHF), Standard Life Assurance Limited Proprietary Business Fund (PBF) and Standard Life Investment Funds (SLIF). Unit
linked business is presented separately. Canada comprises segregated and non-segregated funds business. Other business units
include the activities of Standard Lite plc, Standard Life investments Limited and other operations. The Group’s healthcare
operations, Standard Life Healthcare Limited, was sold on 31 July 2010. Financial assets of £18m and financial liabilities of £160m
aftributable to Standard Life Healthcare Limited are included in the analysis presented in this Note, as at 31 December 2009, within
other business units.
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42. Risk management continued

(c} Risk identification and assessment

The Group classifies the risks to which it is exposed as follows:

* Market risk

» Credit risk

e Demographic and expense risk

» Liquidity risk

¢ Operational risk

Each of these classifications is defined and described in the sections of this Note that follow,

Concenirations of risk are monitored using various complementary measures, including the Group's risk metrics, as well as
relevant regulatory assessments. The sensitivity factors used in the analysis on International Financial Reporting Standards (IFRS)
prolit after tax and equity in Sections {d) and (f) are consistent with those applied in the EEV Sensitivity analysis, which is
presented in Note 16 of the Supplementary financial information.

(d} Marketrisk

The Group defines market risk as the risk that arises from the Group’s exposure to market movements which could result in the
value of income, or value of financial assets and liabilities, or the cash flows relating to these, fluctuating by differing amounts.

The Group manages such risks through the use of a number of specific controls and techniques including:
» Defined lists of permitted securities and/or application of investment constraints and portfolio limits

* Clearly defined investment benchmarks for policyholder and equity holder funds

» Stochastic and deterministic asset/liability modelling

* Active use of derivatives to improve the matching characteristics of assets and liabilities

As a result of the diversity of the products offered by the Group and the different regulatory environmenis in which it operates, the
Group employs different methods of asset and liability management across its business units.

Information on the methods used to determine fair values for each major category of financial instrument measured at fair value is
presented in Note 43 — Fair value of financial assets and liabilities.

{d}{i) Elements of market risk

(d){i}{i) Equity and property risk

The Group is exposed to fluctuations in the equity securities and property markets, covering changes in the value of its heldings
and the return on those holdings. The Group manages its exposure to equity and property risk on a combined basis.

The proper diversification of equity securities and properties is ensured by the specification of portfolio limits by each of the
relevant business units. Limits for equity securities may be expressed as deviations from benchmarks, stock and sector levels,
either in absolute amounts or as tracking errors.

Portfolio limits for property holdings will specify the proportion of the value of the total property portfolio represented by:

* Any one property or group of properties

+ Geographic area

* Property type

+ Development property under construction

(dHi)(ii) Interest rate risk

The Group is exposed to changes in the shape and level of yield curves, changes in correlation of interest rates between different
financial instruments (basis risk) and prepayment gptions embedded in loans and advances to customers.

Insurance and investment contract liabilities exposed o interest rate risk principally comprise participating and non-participating
non-unit linked liabilities. Other financial liabilities subject to interest rate risk include derivative financial instruments, subordinated
liabilities and borrowings. The financial assets which are subject to the most significant exposure to interest rate risk include assets
backing participating insurance and investment business and loans.

As a result of the diversity of the products offered by the Group and the different regulatory environments in which it operates, the
Group employs different methods of asset and liability management across its business units.
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{d}{1)(Ii1) Foreign currency risk

The Group defines foreign currency risk as the risk that the value of overseas operations and profits generated by them falls in
Sterling terms. The principal source of this risk arises from the Group's investments in overseas subsidiaries and joint ventures,
primarily Canada. Hedges exist to limit the size of the exposure relating to the investment in Canada.

The Group's financial assets are generafly held in the local currency of its operational geographic locations, principally to assist
with the matching of liabilities. However, foreign currency risk arises where financial assets are held in other currencies, for
example o meet the expecialions of particular groups of policyholders or to improve the risk profile through diversification. The
Group manages this risk through the use of limits on the amount of fareign currency risk that is permitted.

{d)}{ii} Market risk concentrations

Financial investments, reinsurance assets and investment property of Standard Life Group
The analysis of market risk concentration presented in the charts that follow can be reconciled to the Group's total assels as
follows:

2010 2009
£m £m
Total financlal Investments, reinsurance assets and Investment property of Standard Life Group
UK and Europe life and pensions
Heritage With Profits Fund and other with profits funds 51,015 50,961
Other funds excluding unit linked assets 5,528 5,265
Unit linked assels __ . 62,704 53,218
Canada -
Non-segregated funds assets 11,211 10,054
Segregated funds assets 12,511 10,030
Other business units 2,825 2227
145,794 131,755
Non-controlling interests and third party interest in consolidated funds:
Financial investments 5,022 2,719
Investment praperty 1,103 742
6,125 3.461
Intangible assets 135 106
Deferred acquisition cosis 881 872
Investments in associates and joint ventures accounted for using the equity method 238 226
Property, plant and squipment 164 161
Pension and other post-retirement bensfits assets 281 -
Detferred tax assels 201 330
Other assels 297 307
2,197 2,002
Total assets of continulng operations 154,116 137,218
Assets of operations classified as held for sale - 9,395
Total agsets 154,116 146,613

The Group manages market risk concentrations by ensuring that assets are spread across a range of asset classes, instruments
and geographies that are appropriate to the liabilities of the relevant business unit. A combination of limits by name, sector and
credit rating are used where relevant to reduce concentration risk within asset classes.

The detail that follows provides information on the diversity of the Group's investments as at 31 December 2010 and

31 December 2009. The informalion presented excludes assets held by third parties which are included in the consolidated
statement of financial position as a result of the consolidation of investment vehicles the Group controls. The Group is not exposed
to market risk on these assets since the risk is attributable to the third parties and there is a corresponding liability included in the
consolidated statement of financial position which represents the interests of the third parties (presented as third party interest in
consolidated funds).
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42. Risk management continued
(d) Market risk continued
(d)(li) Market risk concentratlons continued

UK and Europe life and penslons: Heritage With Profits Fund and other with profits funds, excluding unit linked assets
Financial investments, reinsurance assets and investment property £51,015m (2009: £50,961m)

2010 2009
Cash and cash
uivalents
Ivastments in Other financlal agsels eq o Other financial assels
-associates and joint Investments in 15%
vaniuras associates and joint
I% ventures

% A
Investment properties |8
5%

Investment properties
5%

Detx securitias
Equity securilies se% Equity securities
18% %%

As a result of the split presentation of UK and Europe life and pensions, other financial assets includa ‘intra-fund’ balances.

Excluding unit linked business, the assets of the Heritage With Profits Fund (HWPF} are principally managed to support the
liabilities of the HWPF and are appropriately diversified by both asset class and geography. The contractual obligations of the fund
were determined at the time of the demutualisation of The Standard Life Assurance Company (SLAC), and are principally
conventional and unitised participating policies and annuities in payment.

The key considerations in asset and liability management of the HWPF are:

* The economic liability and how this varies with market conditions

* That assets supporting participating business are invested in 2 manner consistent with the participating policyholders’
expectations and the HWPF's Principtes and Praclices of Financial Management (PPFM)

* The need to ensure that regulatory reserving and capita! requirements are met

In practice, an element of market risk arises as a consequence of the need to balance these considerations, for example, in certain
instances participating policyholders may expect that equity market risk will be taken on their behalf, and derivative instruments
may be used to manage these risks.

Equity holders receive recourse cash flows and certain other defined payments in accordance with the Scheme and other relevant
agreements. The recourse cash flows calculations are based on several different compenents of which some are sensitive to
market movements. Investment retums are specifically excluded from the calculations and are borne by the HWPF, and will
ultimately impact the returns to the HWPF participating policyhotders.

Fallowing the demutualisation of SLAC, new participating business is written in the Propriety Business Fund (PBF), with the
exception of certain increments on contracts in-force prior to demutualisation, which are written in the HWPF. For the new
participating business written in the PBF, the investment element is passed to the appropriate with profits fund, for example for new
members of certain group schemes the investment element is passed to HWPF and for other new business the investment
element is passed to the appropriate long-term business funds established specifically for that purpose. Two of these with profits
funds have been established 1o accept business written principally through the German branch of Standard Life Assurance Limited
(SLAL), the other accepts business written in the UK.

The terms of the Scheme provide for the retention of recourse cash flows under certain circumstances te support the financial
position of the HWPF. The equity holder is also exposed to the market risk that the assets of the fund may be insufficient in total to
meet obligations. Should such a situation arise, the equity holders would be exposed to the full potential cost of any shorifall.
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UK and Europe life and pensions: Other funds business, excluding unit linked assets
Financial investments and reinsurance assets £5,528m (2009: £5,265m)

2010 2009
Other financial assets Other financial
12% assats
14%
Debt securities
3%
Cash end cash "
equivalents Debt securities
25% Cash and cash 50%
equivalents
5% Equity secunties
1%

As a result of the split presentation of UK and Europe life and pensions, other financial assats include ‘intra-iund’ balances.

Assets in the other funds business are managed against benchmarks that ensure diversification is spread across a range of asset
classes, instruments and geographies that are appropriate to the liabilities of the funds or are held to match the cash flows
anticipated to arise from the liabilities. A combination of limits by name, sector and credit rating are used where relevant to reduce
concentration risk among the assets held.

UK and Europe life and pensions: Unit linked assets
Financial investments and Investment property £62,704m (2009: £53,218m)

2010 2009
Investments in
; associates and foint
tnvestmentsin  C25! af:m‘is" Other financial ventwres  Cashand cash Other finanial
associates and joint ﬂu“" assals 1% equivalents assets
ventures ™ N 6% 1%
% Debt securities Invesiment Dabt securities
23% 9'02""““‘” 24%

Investment
properties

6%

Equity securities
Equity securities
62%

As a result of the split presentation of UK and Europe life and pensions, other financial assets include 'Intra-fund’ batances.

Unit linked assets are largely managed in accordance with the mandates of the particutar funds, and fosses, occurring as a result
of market risk, are normally atiributed to those funds. The exposure of equity holders to market risk is predominantly limited to
variations in charges arising as a consequence of changes in the fair value of assels under management.

Canada, excluding segregated funds assets
Financial investments, reinsurance assets and invastment property £11,211m (2009: £10,054m)

2010 2009
GCther financlal Other fnancial
assals Loans and assets
:;:;:I?; 4% recaivables 5%

25%

Cash and cash tmen
equivalents i Invea !
2% Debt securitles propertles

7% 8%
Debt secunties
60%

Investment

Equity sacurities
properties  Equity securities o
&% %

Equity halders are exposed to market risks from Canada non-segregated fund business including losses from mismatches
between financial assets and liabilities. Equity holders also have exposure 1o variations in costs of meeting guarantees to
policyholders made in respect of certain contracts, which may arise as a consequence of changes in the value of underlying
assets.
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Notes to the Group financial statements continved

42. Risk management continued
(d} Market risk continued
(d){ii) Market risk concentrations continued

Canada segregated funds assels
Financial investments and investment property £12,511m (2009: £10,030m)

2010 2009
Cash and cash
l::::::i:': Bq"i‘::;ems Invastment Cash and cash
2% Dabt securities properties equivalens  popy securities

26% 2% 1% 25%

Equity securilias Equity securities
70% 2%

Similar to unit linked business, the exposure of equity holders to market risk in respect of segregated fund business is
predominantly limited to variations in charges arising as a consequence of changes in the value of assets under management.

Other business units
Financial investments, reinsurance assets and investment property £2,825m (2009: £2,227m)

2010 2009
QOther financial Other nancial
assots . assets
Debt securities ti
Loans and % 5% Loans and % Debt sS:ur ties

receivables Equity securities
2% 26%

Equity securities

42%, Investments in
associates and
joint ventures
Cash and cash %
equivalents Investment Cash_and cash
A5% praperties equivalents
% 0%

The maijority of the other business units' assets represent unit linked assets that are managed by Standard Lite International
Limited. The equity holders’ exposure to markel risk in respect of these assets is predominantly limited to variations in charges
arising as a consequence of changes in the value of assets under management.

(d){(iii) Sensitivity analysis - market risk

The Group’s profit after tax and equity are sensitive to variations in respect of the Group's market risk exposures and a sensitivity
analysis is presented in the tables that follow. The analysis has been performed by calculating the sensitivity of profit after tax and
equity to changes in equity security and property prices and to changes in interest rales as at the reporting date. For each
sensitivity ‘test’, the impact of a reasonably possible change in a single sensitivity factor is presented, while the other sensitivity
factors remain unchanged. Correlations between the different risks and/or other factors may mean that experience would ditfer
from that expected if more than one risk event occurred simultaneously. Changes in equity security and property prices and/or
fluctuations in interest rates will affect non-participating unit linked liabilities and the associated assets by the same amount.
Therefore, whilst the profit impact on unit linked and segregated fund business is included in the sensitivity analysis where there is
an impact, the change in unit linked liabilities and the corresponding asset movement has not been presented. This is also true of
the other with profits funds with the exception of the German With Profits Fund {GWPF). As at 31 December 2010 the sensitivity of
GWPF to market risk was notl material.

Earnings over a period may be reduced as a consequence of the impact of market movements on charges levied on these
contracts. For example, if the tests had been applied as at 1 January, the profit during the year would have varied due to the
different level of funds under management. In illustrating the impact of equity/property risk the assumption has been made, where
relevant, that expectations of corporate eamings and rents remain unchanged and thus yields rise accordingly. The sensitivities
take into account the likely impact on individual Group companies of local regulatory standards under such a scenario.
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The recourse cash flows have been determined in accordance with the Scheme and consider the extent to which equity holders
participate in the investment returns and surpluses of the HWPF. The Scheme, and in particular the Capital Support Mechanism,
requires the financial state of the HWPF to be considered before recourse cash flows are transferred to the Shareholder Fund and,
under certain circumstances, the payment of recourse cash flow can be withheld te support the financial strength of the HWPF.
Therefore, the HWPF has been treated as a whole for the purpose of this sensitivity analysis.

The analysis does not present the effect of the sensilivity factors on the third party assets and liabilities held by third parties and
the liability for third party interest in consolidated funds since the total net impact on profits after tax and equity will be nil.

Equity Property Interest
2010 +10% -10% +20% ~20% +10% -10% +20% -20% +1% 1%
Increase/(decrease) in profit after tax £m £m £m £m £m £m £m £m £m £m
UK and Europe life and pensions
Heritage With Profits Fund:
Recourse cash flows - - - - - - - - - -
Other funds:
Non-participating insurance contract
liabilities . 8 - - - - - - 265 {321)
Non-participating investment contract
liabilities - - - - - . - - -
Deferred acquisition costs - - - - - - - - - -
Financial assets - - - - - - - - {79) 90
Assets backing - - - - - - - - {271 336
- - - - - - - - {91) 105
Canada
Mon-participating insurance contract
liabilities (2} 2 4) 4 12 (14) 21 (32) 314 (454)
Non-participating investment contract
liabilities - - - - - - - - -
Participating insurance contract liabilities (15) 15 (29) 29 (6) 6 (12) 12 21 (26)
Assets backing - paricipating insurance
coniract liabilities 15 {15) 29 (29} B (8) 12 {12) {21) 26
Assets backing — non-participating
insurance contract liabilities 16 {16) a1 31 32 (32) 64 (64) {307) 385
Assets backing — non-participating
investment contract liabilities - - - - - - - - {82) 104
Other assets and liabilities 3 (3) 7 {7) 38 (38) 77 (77) {24) 28
17 (17) 34 (34) 82 {84) 162 (173) (99} 63
Other business unlts
Other assels and liabilities 9 )] 17 (17) - - - - 4 (4
9 (9) 17 {17) - - - - 4 (4)
Total 26 {26) 51 {51) 82 {84) 162 (173) {186) 164

' When the sensitivities presented in the table above are applied to other with profits funds, there are no significant impacts on net liabilities after reinsurance, equity

or profits for either investmant or insurance contracts.
The amounts in the table abave are presented net of tax.
A positive number represenis a credit to the consolidated income statement.

2
a

Annual Report and Accounts 167




Nates to the Group financial statements continued

42. Risk management continued
(d} Market risk continued
(d)(iii} Sensitivity analysis - market risk continued

Equlty Property Interest
2009 +10% -10% +20% -20% +10% -10% +20% -20% +1% -1%
Increase/{decrease) in profit after tax £m £m £m £m £m £m £m £m fm £m
UK and Europe life and pensions
Heritage With Profits Fund:
Recourse cash flows - - - - - - - -
Other funds business:
Non-participating insurance contract
liabilities N _ _ _ 181 {200)
Non-participating investment contract
liabilities - - - - -
Deferred acquisition costs - - - - - - - -
Financial assels - - - . - - - (91) 91
Assets backing - - - - - - - - (175) 218
- - - - - - - - (105) 109
Canada
Non-participating insurance contract
liabilities (4) 2 (12) 41 {(43) 79 (89) 218 (272)
Non-participating investment contract
liabilities - - - - -
Participating insurance contract liabilities (11) 11 (22) 22 (5) 5 {10} 10 14 (17)
Assets backing — participating insurance
contract lizbilities 1 (11) 22 (22) 5 (5 10 (10) (14) 17
Assets backing — non-participating
insurance centract liabilities 13 {13) 27 (27) 33 (33) 64 (64) {204) 249
Assets backing — non-participating
investment contract liabilities - - - - (76} 93
Other assets and liabilities 9 {9) 19 (19} 8 (8) 15 {15} {32) 39
18 {20) 34 (46) 82 (84) 158 (168) (94) 109
Other business units
QOther assets and liabilities 10 (10} 20 (20) - - - 2 (2)
10 {10) 20 {20} - - - - 2 {2)
Total 28 {30} 54 (66} 82 {84) 158 (168) (197) 2186

1
or profits for either investiment or insurance contracts.

The amounts in the table above are presented net of tax.

A positive number represents a credit to the consolidated income statement.

2
3

The impact on total equily is equal to that in the table above in respect of each of the scenarios shawn.

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 at the year end that the changes in market conditions can have. The sensitivity will vary
with time, both due to changes in market conditions and changes in the actual asset mix, and this mix is being actively managed.

When the sensitivities presented in the 1able above are applied to other with prefits funds, there are no significant impacts on net liabilities after reinsurance, equity

The results of the sensitivity analysis may also have been different from those illustrated had the sensitivity factors been applied at

a date ather than the reporting date.

For Canada's non-participating invesiment business the liability does not change in the circumstances considered, as it is

measured on an amortised cost basis. Given that the backing assets are measured at fair value through profit or loss {FVTPL),

their value is sensitive to the circumstances considered. The mismatch in measurement bases is reflected in the sensitivity

analysis reported in respect of Canada.
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For Canada's non-participating insurance contract liabilities, the Canadian Asset Liability Method seeks to find asset cash flows
that match the expected future liability cash flows. The value placed on the actuarial liabilities is the value of the assets that provide
the matching cash flows, The Appointed Actuary’s assumption for future cash flows from equity securities and property is not
based on current dividend or rental yields, but is a long-term assumption based on historic average yields. In the event of a one-off
fall in equity security and property values, the Appointed Actuary would not necessarily increase the assumed yields, and the
assumed future cash flows from these assets would fall. Therefore additional assets would be required to cover the expected
future liability cash flows.

For the with profits funds, in particular the HWPF and the GWPF, the risk to equity holders is that the assets of the fund are
insutficient to meet the obligations to policyholders.

For the HWPF, whilst equity holders are only entitled to the recourse cash flows in respect of this business, there can be potential
exposure to the full cost if the assets of the fund are insufficient to meet policyholder obligations. The factors used in the sensitivity
analysis presented in the table are not sufficiently severe for such an event to occur. When assessing the impact of the sensitivity
tests on the recourse cash flows, and in particular the risk that the assets of the HWPF may be insufficient to meet the obligations
to policyholders, dynamic management actions have been assumed in a manner consistent with the relevant PPFM.

{e} Creditrisk

The Group defines credit risk as the risk of exposure to loss if a counterparty fails to perform its financial obligations, including
failure to perform these obligations in a timely manner. It also includes the risk of a reduction in the value of assets due to widening
of mortgage, bond and swap spreads.

The Group’s credit risk exposure mainly arises from its investments in its financial instruments. Concentrations of credit risk are
managed by setting 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 counterparty exposure limits are set with reference to internal credit assessments.

Derivative financial instruments Maximum counterparty exposure limits, net of collateral, are set with reference 1o internal cradit
assessments. The forms of collateral that may be accepted are also specified and minimum
transfer amounts in respect of collateral transfers are documented. Refer to {g)(iii} for further
details on collateral.

Debt securities The Group’s policy is to set exposure limits by name of issuer, sector and credit rating.

Loans Portfolio limits are set by individual business units, These limits specily the proportion of the
value of the total portfolic of mortgage loans and morlgage bonds that are represented by a
single, or group of related counterparties, geographic area, employment status or economic
sector, risk rating and !oan to value percentage.

Reinsurance assets The Group's policy is to place reinsurance only with highly rated counterparties. The policy
restricts the Group from assuming concentrations of risk with tew individual reinsurers by
specifying certain limits on ceding and the minimum conditions for acceptance and retention of
reinsurers.

Other financial instruments Appropriate limits are set for other financial instruments and liabilities to which the Group may
have exposure at certain times, tor example commission terms paid to intermediaries.
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Notes to the Group financial statements continued

42. Risk management continued

{e) Credit risk continued
{e){i} Credit exposure

The analysis of credit risk exposure presented in the tables that follow can be reconciled to the Group's total assets as follows:

2010 2009
£m £m
Financial investments (excluding equity securities) and reinsurance assets:
UK and Europe life and pensions
Heritage With Profits Fund and other with profits funds 39,385 40,496
Other tunds, excluding unit linked assets 5,522 5,237
Unit linked assets 23,404 19,214
Canada
Non-segregated funds assets 9,888 8,906
Segregated funds assets 3,475 2,721
Other business unils 1,630 1,651
83,304 78,225
Non-controlling interests and third party interest in consolidated funds — financial investments (excluding
equity securities and interests in pocled investment funds)' 3,061 1,250
Equity securities 57,144 48,630
60,205 49,880
Intangible assetls 135 106
Deferred acquisition costs 20 872
tnvestments in associates and joint ventures accounted for using the equity method 238 226
Investment property 8,410 FAR)]
Property, plant and equipment 164 161
Pension and other post-retirement benefits assets 281 -
Deferred tax assets 201 330
Other asseis 297 307
Total assets of continuing operatlons 154,116 137,218
Assels of operations classified as held tor sale - 9395
Total assets 154,116 146,613

Comprises £116m (2009: £72m) attributable to investments in associates and Joint ventures, £105m (2009: £30m} attributable to derivative financial assets, £1,997m
(2009: £676m) attributable to debt securities, £127m (2009: £82m) attributable to other assets and £716m (2009: £190m) afiributable to cash and cash equivalents.

The tables that follow provide an analysis of the quality of financial assets that are neither past due nor impaired at the reporting

date and are exposed to credit risk. For those financial assets with credit ratings assigned by external rating agencies,

classification is within the range of AAA to BBB. AAA is the highest possible rating and rated financial assets that fall outside the
range of AAA to BBB have been classified as below BBB. For those financial assets that do not have credit ratings assigned by

external rating agencies but where the Group has assigned internal ratings for use in managing and monitoring credit rigk, the
assets have been classified in the analysis that follows as ‘internally rated’ with the exception of Canada’s loans secured by
mortgages. These mortgages have been analysed in the table according to the internal ratings assigned to them. If a financial
asset is neither rated by an external agency nor ‘internally rated’, it is classified as ‘not rated’. The lotal amounts presented

represent the Group's maximum exposure to credit risk at the reporting date without taking into account any collateral held. The

analysis also provides information on the concentration of credit risk.
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For UK and Europe life and pensions, the objective evidence that is taken into account in determining whether any impairment of
debt securities has occurred includes:

* a default against the terms of the instrument has occurred

+ the issuer is subject to bankrupicy proceedings or is seeking protection from creditors through bankruptcy, individual voluntary
arrangements or similar process

For UK and Europe life and pensions, assels are deemed 1o be past due when a counterparty has failed to make a payment when

contractually due.

For Canada, the objective evidence that is taken into account in determining whether any impairment of loans has occurred

includes:

* Loans to customers that are contractually 90 days in arrears with uncertainty as to collectability or asset not well secured

* Pertorming and non-performing leans with provision

* Reasonable doubt as to collectability of full amount of principal and interest
* A significant decline in the value of a security underlying a mortgage unless reasonably assumed that mortgage terms and

conditions will be met

UK and Europe life and pensions: Heritage With Profits Fund and other with profits funds business
Total credit exposure £39.4bn {2009: £40.5bn)

Recelvables
Derlvative Investments in and other
Cash and cash financlal Relnsurance assoclates and financlal
Debt securitles Loans equival t assots joint ventures assets' Total
2010 2009 2010 20098 2010 2009 2010 2009 210 2009 2010 2009 2010 2009 2010 2009
£m £m £m £m £m £m £m £m £m £m £m £m £m £m £m £m
Neither past due nor
impaired:
AAA 20,336 21,242 - 43 118 - 104 1,558 1,138 - - 21,937 22,602
AA 2,063 2,286 - 59 364 1? 159 6,501 8,500 - - - 8,740 9,309
A 4,800 4469 - 119 429 157 179 43 44 - - - 5,124 5121
BBB 1,420 1,393 - - - - - 1,420 1,393
Betow BBB 772 700 - - - - 772 700
Not rated 327 332 23 1 m 380 - N 248 1,035 983
Internally rated 134 119 162 188 8 8 - - 304 315
29,852 30,541 207 21 222 911 605 718 B,557 6,656 1,558 1138 a3 248 39,332 40,423
Past due - - 4] 34 Fa 34
Impaired 32 a8 - - - t 32 39
Total 29,884 30,579 207 211 222 911 605 718 8,557 6,656 1,558 1,138 352 283 39,385 40,496

1

As a result of the split presentation of UK and Europe life and pensions, receivables and other financial assets include ‘intra-fund' balances.

At 31 December 2010, receivables and other financial assets of £20m (2009: £32m) were past due by less than three months, £1m
{2009: £1m) were past due by between three and six months, and £nil (2009: £1m) were past due by over one year.

The equity holders' exposure to credit risk arising from investments held in the Heritage With Profits Fund (HWPF) and other with

profits funds is similar in principle to that described for market risk exposures in Section (d). As at 31 December 2010, the financial
assets of the HWPF include £6bn (2009: £6.1bn) of assets (primarily debt securities) deposited back under the terms of an
external annuity reinsurance transaction, the transaction having been structured in this manner specifically to mitigate credit risks
associated with reinsurer default credit losses and defaults within the portfolio of assets are borne by the external reinsurer.
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Notes to the Group financial statements continued

42. Risk management continued

(e)

Credit risk continued

{e)}{l) Credit exposure continued

UK and Europe life and penslons: Other funds business

Total credit exposure £5.5bn (2009: 5.2bn)

Recelvables
Derivative Investments in and other
Debt Cash and cash financial Reinsurance assoclates and financial
securities Loans equivalents assets assets Joint ventures gssets’ Total
2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 -2009 2010 2009 2010 2009
£m £m £m £m £m £m £m £m £m £m £m £m £m £m £m £m
Neither past due nor
impaired:
AAA 1,071 1,233 - - T 778 - - 1 8 7 - - 1,150 2,019
AA 552 204 - - 898 844 264 77 2 - - - 1,716 1,125
A 1,264 832 - - 396 198 n 238 4 2 - - - 1897 1070
[:1:1:) 147 133 - - . - - - - - 147 133
Below BBB 63 54 - - - - - . . . 63 54
Not rated a8 131 - - - - - - - 1 a57 408 445 540
internally rated 289 283 - . - - - ] 3 - - - - 292 286
3,474 2,670 - 1,365 1,820 297 315 9 ] 8 8 57 408 5,510 5227
Past dus - - - - - - - - - - 1" 9 1% 9
Impairad 1 1 - - - - -~ - - - - - - 1 1
Total 3,475 2.671 - 1,365 1,820 297 315 8 6 B8 8 368 417 5,622 5237

As a resuit of the split presentation of UK and Europe life and penslons, receivables and ather financlal assets include 'intra-fund’ balances.

At 31 December 2010, receivables and other financial assets of £9m (2009: £6m) were past due by less than three months, Enil
(2009: £1m) were past due by between three and six months, £1m (2009: £1m) were past due by between six and 12 months and
£1m {2009: £1m) were past due by over one year.

The equity holder is exposed to credit risk of the assets attributable to the other funds business of UK and Europe life and pensions
in a similar manner 1o that for market risk, as described in Section (d).

UK and Europe life and pensions: unit linked business
Total credit exposure £23.4bn (2009: £19.2bn)

Interests In Recelvables
pooled Derivative tnvestments in and other
Debt Cash and cash Investment financiat assoclates and ﬂmncia‘,l
securitles Loans aqgulvatants funda assets joint ventures assets Total
2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009
£m £m £Em £m £m £m £m £m £m £'m £m £m &m £m -£m £m
Neither past due nor
impaired:
AAA 6,741 6481 - 1 446 8517 - - 1,103 630 - 8,290 7.629
AA 1,836 1,622 - 709 713 4 3 115 90 - - - . 2,684 2,428
A 3303 2,713 40 85 2,239 1756 2818 1.751 216 73 - - - - 8,614 6,378
BEHB 1,603 1,133 14 26 19 - - - - - - - 1,636 1,159
Below BBB 1,020 574 3 73 - - - - . - - - 1,096 574
Not rated t3r 38 - - - - 343 474 4 2 35 56 534 451 1,053 1,023
Internally rated 24 14 - - - - - - - - - 24 14
14,664 12,575 57 112 3,486 2986 3,163 2,228 135 165 1,138 686 534 451 23317 19,203
Past due - - - - - - - - - - 10 & 10 [+
Impaired 17 2 - - - - - . - - - 17 5
Tatal 14,681 12577 57 112 3,488 2986 3163 2,228 335 165 1,138 686 544 460 23,404 19,214

As a result of the split presentation of UK and Europe life and panslons, receivables and other financial assets include ‘intra-fund’ balances.

At 31 December 2010, receivables and other financial assets of £9m (2009: £4m) were past due by less than three months, £nil
(2009: £1m) were past due by between three and six months, and £1m (2009: £1m) were past due by between six and 12 months.
The table above inctudes £3.2bn (2009: £2.2bn) of the assets that are held by the unit linked business as reinsured external fund
links. Under certain circumstances the equity holder may be exposed to losses relating to the detault of the reinsured external fund
link provider. These exposures are actively monitored and managed by the Group and the Group considers the circumstances
under which losses may arise 1o be very remote.

172  Annua! Report and Accounts




Canada: non-segregated funds
Total credit exposure £9.9bn (2009: £8.9bn)

Receivables
Investments in and other
Debt Cash and cash Reinsurance assoclates and tinanciat
securities Loans equivalenta assets Joint ventures assets Total
2010 2009 2010 2009 2010 2009 2000 2009 2010 2009 2010 2009 2010 2009
£m £m £m £m £m £m £m £m £m fm £m £m £m £m
Meither past due nor
impaired:
AAA 998 1,260 1,459 1,166 9 5 - - - - . . 2,466 2,431
AA 1959 1,706 856 605 12 45 3 5 - - - - 2930 2,361
A 2,895 2542 284 448 63 18 216 188 - - . - 3458 3,208
BEB 410 365 92 41 - - - - - - - - 502 406
Balow BBB - 51 3 10 - - - - - - - - 3 61
Not rated 82 - 86 85 . . 177 163 22 17 1§ 92 433 asg
Intemally rated 18 65 - . - - - - - . - 16 65
6360 5989 2,780 2356 184 68 1386 366 2 17 16 @2 9868 8,888
Impaired - - 20 18 - - - - - . - 20 18
Total 6,360 5989 2810 2374 184 68 386 366 22 17 116 92 9888 8906
The equity holder is exposed to credit risk of the assets held within Canada non-segregated funds.
Canada: segregated funds
Total credit exposure £3.5bn (2009: £2.7bn)
Receivables and other
Debt Cash and cash financial
securitles Loans equivalents assets Total
2010 2009 2010 2009 2010 2009 2010 2009 2010 2009
£m £m £Em £m £m £m £m £m £m £m
MNeither past due ner impaired:
AAA 1,393 1,082 22 1 n 45 - . 1,446 1,138
AA 901 582 18 10 78 29 - - 997 621
A 683 672 8 12 65 52 - - 756 736
BBB 183 182 2 1 - - . - 185 183
Below BBB - - - - - - - B - -
Not rated 28 - - - 7 - 56 43 91 43
Intemally rated - - - - - - - - -
Total 3,188 _2518 50 34 181 126 56 43 3,475 2721
At 31 December 2010, £nil (2009: £0.6m) of collateral was held in respect of loans and advances which are past due and the
estimated gross fair value of collateral held against loans and advances that were impaired was £20m {2009: £18m). This also
equates to the consolidated statement of financial position carrying value.
Canada also has unrecognised commitments in respect of financial instruments Including letter of credit and commitments to
extend credit of £72m as at 31 December 2010 (2009: £134m). Refer to Note 46(b).
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Notes to the Group financial statements continued

42. Risk management continued
{e} Creditrisk continued
{e)}{l} Credit exposure continued

Other business units
Total credit exposure £1.6bn (2009: £1.7bn)

Receilvables
Derivative Investments In and other
Cash and cash financlal Reinsurance assoclates and financla)
Debt securltles Loans equivalents assets assets Joint ventures assots Total
2010 2003 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009
£m £m fm £m £m £m £m £m £m £m £m £m £m £m £m £m
Neither past due nor
impaired:
AAA 24 47 - - 35 87 - - - - 7 22 - - 67 156
AR 80 16 . - 7 480 - - - 1 - . - - 857 497
A 10 17 - - 443 764 1 1 - 3 - - . - 454 785
BEB 11 18 - 2 4 - a3 22
Below BEB 2 1 - 2 - - 4 1
Not rated 23 14 12 38 - - . - - - - - 164 126 199 178
Intarnally rated - - - - - - - - - - - - -
150 113 12 38 1,280 1,335 1 1 - 4 T 22 164 126 1,614 1,639
Past dug - - - - - - . - - - - - 16 12 16 12
Total 150 113 12 38 1,280 1,335 1 1 - 4 7 22 180 138 1,630 1,651

At 31 December 2010, receivables and other financial assets of £12m (2009: £12m) were past due by less than three months, £2m
{2009: £nit) were past due by between three and six months, £1m (2009: £nil) were past due by between six and 12 months and
£1m (2009: £nil} were past due by over cne year.

The credit risk analysis for other business units includes unit linked assets that are managed by Standard Life International Limited.
The equity holders’ exposure to credit risk in respect of these assets is predominantly limited to variations in charges arising as a
consequence of changes in the value of assets under management.

Unrecognised financial instrument commitments made by Private Equity Funds of £315m at 31 December 2010 (2009: £696m)
were held by other business units, These include amounts committed by limited parinerships to raise funding during ‘investment
periods'. Refer to Note 46(b).

{e){ii} Credit spreads

As at 31 December 2010, it is expected that an adverse movement in credit spreads of 50 basis peints, with no change to default
allowance, would result in a reduction to profit for the year of £71m (2009: £105m). A further reduction of net profit after tax of
£37m (2009: £24m) would arise as a result of a change in assumed default rates of 12.5 basis points per annum (25% of the
spread change).

{e){(iil) Collateral accepted and pledged in respect of financial instruments

Collateral in respect of derivative financial instruments is accepted from and provided to certain market counterparties to mitigate
counterparty risk in Ihe event of default. The use of collateral in respect of derivative financial instruments is governed by formal
bilateral agreements between the parties. The amount of collateral required by either party is calculated daily based on the value of
derivative transactions in accordance with these agreements and collateral is moved on a daily basis to ensure there is tull
collateralisation. Any collateral moved under the terms of these agreements is transferred outright. With regard to either collateral
pledged or accepted the Group may request the return of, or be required to return, collateral to the extent it differs from that
required under the daily margin calculations. Furthermore alternative collateral, such as securities, may be provided if acceptable
to both parties. Where there is an event of default under the terms of the agreements, any collateral balances will be included in
the close-out calculation of net counterparty exposure. At 31 December 2010, the Group had pledged £86m (2009: £76m) of cash
and £278m (2009: £1,625m) of securities as collateral for derivative financial liabilities.

At 31 December 2010, the Group had accepted £396m (2009; £1,216m) of cash and £4,434m (2009: £5,222m) of securities as

collateral. Included within these amounts is collateral which has been accepted in relation to securities lending. None of the above
securities were sold or repledged at the year end.
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{e){iv} Credit risk on loans and recelvables and financial liabilities designated as at fair value through profit or loss
{e)(iv)(i) Loans and recelvables

The Group holds a portfolio of financial instruments which meet the definition of loans and receivables under IAS 39 Financial
Instruments: Recognition and Measurement and on initial recognition were designated as at fair value through profit or loss
{FVTPL). The Group’s exposure to such financial instruments at 31 December 2010 was £281m (2009: £274m). The fair value of
these leans and receivables is calculated using a valuation technique which refers to the current fair value of other similar financial
instruments in addition to other unobservable market data. During the year, fair value movements of a £22m gain (2009: £4m gain)
in relation to these loans and receivables were recognised in the consolidated income statement. The amount of this movement
that is attributable to changes in the credit risk of these instruments was a gain of £4m (2009; £3m).

As described in Section {d) above, 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 the income, or value of financlal assets and liabilities, or the cash
flows refating to these, {luctuating by ditfering amounts. The movement in the fair value of loans and receivables incorporates both
movements arising from credit risk and resulting from changes in market conditions.

{e)(iv){tl) Financial liahilitles

The Group has designated unit linked non-participating investment contract liabilities as at FVTPL. As the fair value of the liability is
based on the bid value of the underlying portfolio of assets, the movement, during the period and cumulatively, in the fair value of
the unit linked non-participating investment contract liabilities is only attributable to market risk.

(f) Demographic and expense risk

The Group defines demographic and expense risk as the risk that arises from the inherent uncertainties as to the occurrence,
amount and timing of future cash flows due to demographic and expense experience differing from that expected, which for the
purpose of risk management includes liabilities of insurance and investment contracts. This class of risk includes risks that meet
the definition of insurance risk under IFRS 4 Insurance Contracts and other financial rigks.

Demographic and expense risk is managed by assessing certain characteristics based on experience and statistical data and by
making certain assumptions on the risks associated with the policy during the period that it is in-force. Assumptions that are
deemed to be financially significant are reviewed at least annually for pricing and reporting purposes. In analysing demographic
and expense risk exposures, the Group considers:

+ Historic experience of relevant demographic and expense risks

* The potential for future experience to differ from that expected or observed historically

¢ The financial impact of variances in expectations

s Other factors relevant to their specific markets, for instance obligations to treat customers fairly

Reinsurance and other risk transfer mechanisms are used to manage risk exposures and are laken into account in the Group’s
assessment of demographic and expense risk exposures.

The main elements of demographic and expense risk that give rise to the exposure are discussed below.

(f)(i) Elements of demographic and expense risk
(tHI)() Components of insurance risk as defined by IFRS 4 Insurance Contracts

Longevity

The Group defines longevity risk as the risk that the policyhelder lives longer than expected and therefore gives rise to a loss. This
risk is relevant for contracts where payments are made until the death of the policyholder, for example, annuities. This may arise
from current experience differing from that expected, more volatility of experience than expected, or the rate of improvement in
mortality being greater than anticipated.

Experience can vary as a result of statistical uncertainty or as a consequence of systemic (and previously unexpected) changes in
the lite expectancy of the insured portfolio. The profitability of such business will reduce should policyholders live longer than the
Group’s expectations and reported profits will be impacted as and when such variances are recognised in liabilities.

Morbidity

The Group defines morbidity risk as the risk that paid claims dependent on the state of health of a policyholder are either higher,
more volatile, continue for a longer duration or start earlier than those assumed. This risk will be present on disabillty income,
healthcare and critical illness contracts. This includes the risk of anti-selection that results in a requirement to pay claims that the
Group had not expected, for example, due to non-disclosure.

Income protection contracts have the risk that claim duration may be longer than anticipated.
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42. Risk management continued

(f) Demographic and expense risk continued

(fMi) Elements of demographic and expense risk continued
(f){i}(i1} Other financlal risks

Mortality

The Group defines mortality risk as the risk that paid death claims are at a higher rate or are more volatile than assumed. This risk
will exist on any contracts where the payment on death is greater than the reserve held. This includes the risk of anti-selection that
results in a requirement to pay claims that the Group had not expected, for example due 10 non-disclosure.

Persistency - withdrawals and lapse rates

The Group defines persistency risk as the risk that business lapses or becomes paid-up at a different rate than assumed. This risk
may arise if persistency rates are greater or less than assumed or if policyholders selectively lapse when it is beneficial for them. if
the benefits payable on lapse or being paid-up are greater than the reserve held then the risk will be of a worsening of persistency
and if benefits are paid out that are lower than the reserve then the risk will be that fewer policyhclders will lapse or become
paid-up.

Persistency risk also reflects the risk of a reduction in expected future profits arising from early retirements, surrenders — either
partial or in full — and similar policyholder options.

Variances in persistency will affect equity holder profits to the extent that charges levied against policies are dependent upon the
number of policies in force and/or the average size of those policies. The policies primarily relate to unit linked, unitised with profits
and Canada's segregated fund business. Profits may also be at risk if it is considered necessary, or prudent, to increase liabilities
on certain lings of business.

Expenses

The Group defines expense risk as the risk that expense levels will be higher than assumed. This can arise from an increase in the
unit costs of the Group or its business units or an increase in expense inflation, either Group specific or relating to economic
conditions. This risk will be present on contracts where the Group cannot or will not pass the increased costs onto the customer.
Expense risk can result in an increase in fiabilities or a reduction in expected future profits.

Equity holder profits are directly exposed to the risk of expenses being higher than otherwise expected. They can be further
affected if it is considered necessary or prudeni to increase provisions to refiect increased expectations of future costs of policy
administration.

{f}{ii) Sensitivity analysis - demographic and expense risk

Recognition of profits after tax and the measurement of equity are dependent on the methodology and key assumplions used to
determine the Group’s insurance and investment contract liabilities, as described in Note 32.

The tables that follow illustrate the sensitivity of profit after tax and equity to variations in the key assumptions made in relation to
the Group's most significant demographic and expense risk exposures, including exposure to persistency risk. The values have, in
all cases, been determined by varying the relevant assumption as at the reporting date and considering the conseguential impacts
assuming other assumplions remain unchanged.

Longevity Expenses Persistency Morbidity/mortality

{Decrease)/increase on profit after tax and equity +5% 5% +10% -10% +10% ~10% +5% 5%
2010 £m £fm £m £m £m £m £m £m
UK and Europe life and pensions

Heritage With Profits Fund

Recourse cash flows 14) 14 (10) 9 1 @ (5)

Other funds

Non-participating insurance contract liabilities (69) 65 {3) 3 - - -

Delerred acquisition costs - - - - - - -
Canada
Non-participating insurance contract fiabilities (41) 38 (1 10 7 {5) {7}
Non-participating investment contract liabilities - - (2) 2 - - -
Total {124) 117 {25) 24 8 {7) (12} 12
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Longevity Expenses Persistency Morbldity/mortality

(Decrease)/increase on profit after tax and equity +5% -5% +10% -10% +10% -10% +5% 5%
2009 £m £m £m £m £m £m £m £m
UK and Europe life and pensions

Heritage With Profits Fund

Recourse cash flows (15) 14 (10) 9 1 (1) (3) 3

Other funds

Non-participating insurance contract liabilities (67) 683 ) 2 - - -

Deferred acquisition costs - - - -
Canada
Nen-participating insurance contract liabilities (33) 3 (8) 5 4 7} 7
Non-panticipating investment contract liabilities - (2) - - - -
Total (115) 108 (22) 22 6 (5) {10} 10

! When the sensitivities presented in the table above are applied to other with profits funds, there are no signiticant impacts on net liabilities after relnsurance, aquity

or profits for either investmant or insurance contracts.

2 Amounts in tha table above are presented net of tax and reinsurance.

For the HWPF, the tables above illustrate the impact of demographic and expense risk on the recourse cash flows, which have
been determined in accordance with the Scheme and 1ake into account the need to consider the impact of risk on the financial
position of the HWPF before any recourse cash flows can be transferred to the Shareholder Fund of Standard Life Assurance
Limited {SLAL). The terms of the Scheme provide for the retention of recourse cash flows under cerfain circumstances to support
the financial position of the HWPF. Refer to Section {d)(iii).

The other funds business of UK and Europe life and pensions currently bears longevity risk, as a consequence of the reinsurance
arrangements that exist between UK’s long-term business fund, the HWPF and the Proprietary Business Fund.

Limitations

The financial impact of certain risks is non-linear and conseguently the sensitivity of other events may differ from expectations
based on those presented in the table. 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 simultanecusly, The analysis has been assessed as at the
reporting date. The results of the sensitivity analysis may vary as a consequence of the passage of time or as a conseguence of
changes in underlying market or financial conditions. The sensitivity analysis in respect of longevity risk has been performed on the
relevant annuity business and presents, for a +5% longevity test, the impact of a 5% reduction in the underlying mortality rates
{and vice versa). It has also been based on instantaneous change in the mortality assumption at all ages, rather than considering

gradual changes in mortality rate.

(g9) Liquidity risk

The Group defines liquidity risk as the risk that the business units are unable to realise investments and other assets in order to
seitle their financial obligations when they fall due, or can do so only at excessive cost.

Business units employ risk management techniques relevant to their product types with the objective of mitigating exposures to
liquidity risk. For annuity, with profits, and unit linked business, liquidity risk is primarily managed by holding a range of diversified
instruments which are assessed against estimated cash flow and funding requirements.

For annuity contracts, assets are held which are specifically chosen with the intention of matching the expected timing of annuity
payments. Business units actively manage and monitor the performance of these assets against liability benchmarks and liquidity
risk is minimised through the process of planned asset and liability matching. The Group's assets are analysed in Section (d)(ii)
and Section {e)(i) of this Note. For UK and Europe life and pensions, the reinsurance trealy between the Group and Canada Life
International Re provides for the cash settlement of amounts owed by Canada Life International Re.
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42. Risk management continued
(g) Liquidity risk continued

For with profits contracts, a portfolio of assets is maintained in the relevant funds appropriate to the nalure and term of the
expected patiern of payments of liabilities. Within that portfolio, liquidity is provided by substantial holdings of cash and highly liquid
assets (principally government bonds). Where it is necessary to sell less liquid assets within the relevant porifalios, then any
incurred losses are generally being passed onto policyholders in accordance with policyholders’ reasonable expectations; such
losses are managed and mitigated through actively anticipating net disinvestment based on policyholder behaviour and seeking to
execute sales of underlying assets in such a way that the cost to policyholders is minimised.

For non-participating unit linked contracts, a core portfolio of assets is maintained and invested in accordance with the mandates of
the relevant unit funds. Policyholder behaviour and the trading position of asset classes are aclively monitored. The unit price and
value of any associated contracts would reflect the proceeds of any sales of assets. If considered necessary, deferral terms within
the policy canditions applying to the majority of the Group’s contracts are invoked. As at 31 December 2010, none (2009: three) of
the funds under management were subject to deferral.

Both UK and Europe life and pensions and Canada undertake periodic investigations into liquidity requirements, which include
consideration of cash flows in normal conditions, as well as investigation of scenarios where cash flows differ markedly from those
expected (primarily due to extreme policyholder behaviour).

All business units are required to monitor, assess, manage and control liquidity risk in accordance with the relevant principles
within the Group’s risk policy framework. Oversight is provided both at a Group level and within the business unit. In addition, all
business units benefit from membership of a larger Group to the extent that, centrally, the Group:

+ Coordinates strategic planning and funding requirements

* Monitors, assesses and oversees the investment of assets within the Group

* Monitors and manages risk, capital requirements, and available capital on a group-wide basis

+ Maintains a portfolio (currently undrawn) of committed bank facilities

Each business unit is responsible for the definition and management of its contingency funding plan.

Liquidity risk is managed by each business unit in consultation with the Group Capital Management function which incorporates
treasury management.

As a result of the policies and processes established with the objective of managing exposure to liquidity risk, the Group considers
the extent of liquidity risk arising from its activities to be de-minimis.
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{g)(i) Maturity analysis

The tables that follow present the expected timing of the cash flows payable on the amounts recognised on the consolidated
statement of financial position for the participating and non-participating contract liabilities of the Group as at the reporling date. As
the Shareholder Fund does not hold any policyholder contract liabilities, it is excluded from the analyses that follow. To align with

the risk management approach towards liquidity risk and existing management projections, the analysis that follows facilitates

consideration of the setilement obligations of both insurance and investment contracts.

Greater

Within 1-5 5-10 10-15 15-20 than 20

1 year years years years years yoarg Total
2010 £m £m £m £m £m £m £m
UK and Europe life and pensions
Heritage With Profits Fund and other with profits funds:
Nen-participating insurance contract liabilities (excluding unit linked) 878 3,031 2,848 1,949 1,216 1,543 11,465
Non-participating investment coniract liabilities (excluding unit linked) 1 1 1 1 - 4
Participating insurance contract liabilities 2,287 7.545 3,254 1,310 911 1,341 16,648
Participating investment contract liabilities 631 2,654 3,295 3,181 2,410 3,153 15,324
Standard Life Investment Funds and Proprietary Business Fund:
Non-patticipating insurance contract liabilities (excluding unit linked) 148 534 548 443 343 505 2,521
Non-participating investment contract liabilities (exctuding unit linked) - 1 1 1 - 1 4
Unit linked liabilities 4915 16696 15272 10,729 6,894 7,230 61,736
Total UK and Europe life and pensions 8,859 30,462 25219 17614 11,775 13,773 107,702
Canada
Participating insurance contract liabilities 3 14 32 42 52 566 709
Participating investment contract liabilities - 5 - - 5
Non-participaling insurance contract liabilities 538 1,804 1.528 972 645 2,713 8,200
Non-paricipating investment contract liabilities 2,150 5,760 2,931 1,326 637 605 13,409
Total Canada 2,691 7,583 4,41 2,340 1,334 3,884 22,323
Other
Nen-participating insurance contract liabilities 6 - - - 6
Non-participating invesiment contract liabilities 170 347 434 434 434 1,819
Total Other 176 347 434 434 434 - 1,825
Total 11,726 38,392 30,144 20,388 13,543 17,657 131,850
Unallocated divisible surplus 788
Total particlpating and non-participating contract liabilities 132,638
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42. Risk management continued

(g) Liquidity risk continued
{9)(1} Maturity analysis continued

Greater

Within 1.5 5-10 10-15 15-20 than 20

1year years years years years years Total
2009 £ £m £m £m £m £m £m
UK and Europe life and pensions
Heritage With Profits Fund and other with profits funds:
Non-parlicipating insurance contract liabilities {excluding unit linked} 893 3,058 2,862 1,960 1,230 1,509 11,512
Non-parficipating investment contract liabilities (excluding unit linked) 5 1 1 1 1 1 10
Participating insurance contract liabilities 1,725 7,575 3,643 1,168 753 1,105 15,969
Participating investment contract liabifities 638 2,649 3,323 3,117 2,276 2,985 14,988
Standard Life Investment Funds and Proprietary Business Fund:
Non-participating insurance contract liabilities {excluding unit linked) 123 446 451 366 285 464 2,135
Non-parlicipating investment contract liabilities (excluding unit linked) - 1 1 1 1 1 5
Unit finked liabilities 4,088 14,378 12,826 9,033 5,801 6,458 52,584
Total UK and Europe life and penslons 7472 28,108 23,107 15646 10,347 12,523 97,203
Canada
Panticipating insurance contract liabilities 2 11 27 36 43 480 599
Participating investment contract liabilities - 5 - - - 5
Non-participating insurance contract liabilities 405 1,346 1,516 902 576 2,319 7,064
Non-participating investment contract liabilities 1,708 4,518 2,417 1,207 643 742 11,235
Total Canada 2,115 5,880 3,950 2,145 1,262 3,541 18,903
Other
Non-participating insurance contract liabilities 148 2 ] - - 151
Non-participating investment contract liabilities 101 231 288 288 288 - 1,196
Total Other 249 233 289 288 288 - 1,347
Total 9,836 34221 27356 18,079 11,897 16,064 117,453
Unallocated divisible surplus 791
Total participating and non-participating contract liabilities 118,244
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The analysis that follows presents the undiscounted cash flows payable by remaining contractual maturity at the reporting date and
includes non-participating investment contract liabilities. Given that policyholders can usually choose to surrender in pant or in full
their unit linked contracts at any time, the non-participating investment contract unit linked liabilities of UK and Europe presented in
the table below have been designated as less than one year. Such surrenders would be matched in practice, if necessary, by sales
of underlying assets. The Group can delay settling liabilities to unit linked policyholders to ensure fairness between those

remaining in the fund and those leaving the fund. The length of any such delay is dependent on the underlying financial assets.

In respect of derivative financial instruments, the analysis presents the net effect of all cash flows of derivative financial instruments
expected to be settled on a gross basis and the cash flows of derivative financial liabilities that are expected to be settled on a net
basis.

Greater

Within 15 5-10 10-15 15-20 than 20

1year vyears years years years years Total
2010 £m £m £m £m £m £m £m
Non-participating investment contract liabilities (excluding unit linked and
segregated funds) 1,695 814 274 69 34 41 2,927
Non-participating investment contract liabilities — unit linked 62,182 - - - - - 62,182
Non-participating investment contract liabilities — segregated funds 10,488 - - - - . 10,488
Derivative financial instruments 3,836 {106) 169 164 70 (11} 4,122
Subordinated liabilities 11 1,271 567 169 567 - 2,685
Borrowings 52 - - - - - 52
Other financial liabilities 1,221 76 39 23 19 197 1,575
Total 79,585 2,055 1,049 425 690 227 84,031

Greater

Within 1-5 5-10 10-15 1520 than 20

1year years years years years years Total
2009 £m £m £m £m £m £m £m
Non-participating investment contract liabilities {excluding unit linked and
segregated funds) 1,592 787 272 68 31 30 2,780
Non-participating investment contract liabilities — unit linked 52,478 - - - - - 52,478
Non-participating investment contract liabilities — segregated funds 8,470 - - - - 8,470
Derivative financial instruments 196 159 133 63 61 59 671
Subordinated liabilities 113 1,033 604 488 601 - 2,839
Borrowings 34 13 - - - - 47
Other financial liabilities 2,400 211 40 38 22 266 2,978
Total 65,283 2,203 1,049 658 715 355 70,263

Excluded from the above analysis are deposits received from reinsurers. These reffect the liability to repay the deposit received
from an external reinsurer under the reinsurance transaction referred to in Section (e). The timing and amount of the payment of
the cash flows under this liability are defined by the terms of the treaty, under which there is no defined contractual maturity date to
repay the deposit as at 31 December 2010. In addition, £515m (2009: £893m) of undiscounted cash flows were repayabte on
demand as at 31 December 2010 and the undiscounted cash flows which had ne contractual maturity date were £226m

(2009: £285m).

The Group also had unrecognised commitments in respect of {inancial instruments as at 31 December 2010 of £373m and £21m
with a contractual maturity of within one year and between one and five years respectively (2009: £812m, £22m).

At 31 December 2010, the undiscounted contractual cash flows payable in respect of financial liabilities {(excluding derivative
financial instruments) held by third parties, included in the consolidated statement of financial position, was £116m (2009; £75m),
the majority of which was due within one year.

At 31 December 2010, third party interest in consolidated funds was £5,454m (2009: £3,004m), of which the contractual maturity
was £5,443m (2009: £2,798m) within one year, £11m (2009: £8m) in five to 10 years and £nil (2009: £198m) in 10 to 15 years.
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42. Risk management continued
{h) Securities lending arrangements

The Group enters into securities lending arrangements as part of normal operating activities. Assets are pledged by third parties as
collateral to support this activity. Collateral held by the Group in respect of securities lending agreements at the reponting date was
£4,231m (2009: £5,078m) of securities and £nil (2009: £933m) of cash.

The securities lending arrangements in place as at 31 December 2010 are under a number of agreements, including the Global
Master Securities Lending Agreement, Master Securities Lending Agreement, Master Gilt Edged Stock Lending Agreement,
Master Equity and Fixed Interest Stock Lending Agreement and Overseas Securities Lending Agreement. The loaned securities
continue to be recognised on the consolidated statement of financial position and valued in accordance with the relevant Group
accounting policy. All rights to dividends and market gains or losses in respect of these assets remain with the Group. Assets on
loan are as follows:

2010 2009

£m £m

Domestic government 4,041 5,736

Domestic corporate - 93
Intemational fixed income 3

Total assets on loan 4,094 5,829

(i) Operational risk

The Group defines operational risk as the risk of loss, or adverse consequences for the Group’s business, resulting from
inadequate or failed internal processes, people or systems, or from external events.

Operational risk is managed through the Group Operational Risk Policy. Business units adopt the relevant minimum standards and
limits contained within the Group policy. Business units are required to manage risk in accordance with the pelicy and to take
mitigating action as appropriate to operate within appetites.

The types of operational risk to which the Group is exposed are Identified using the following operational risk categories:
« Fraud or irregularities

Regulatory or legal

Customer treatment

Business interruption

Supplier failure

+ Planning

» Process executicn

* People

* ¢ * @

Activities undertaken to ensure the practical operation of controls over financial risks, that is, market, credit, liquidity and
demographic and expense risk, are treated as an operational risk.

Operational risk exposures are controlled using one or a combination of the following: modifying operations such that there is no
exposure to the risk; accepting exposure to the risk and choosing not to control the risk; or accepting exposure to the risk and
controlling the exposure by risk transfer or risk treatment. The factors on which the level of control and nature of the controls
implemented are based include:

* The potential cause and impact of the risk

* The likelihood of the risk being realised in the absence of any controls

» The ease with which the risk could be insured against

+ The cost of implementing controls to reduce the likelihood of the risk being realised
* Operational risk appetite

Control Self Assessment {(CSA) is a monitoring activity where business managers assess the operation of the controls for which
they are responsible and the adequacy of these controls to manage key operational risks and associated business processes. The
assessment completed by business managers is validated and challenged by the 'secend line of detence’. Independent assurance
as to the effectiveness of the CSA process is provided by Group Internal Audit in its role of ‘third line of defence’. The results of
CSA are reported through the risk governance structure.

The assessment of operational risk exposures is performed on a qualitative basis using a combination of impact and likelihood,
and on a quantitative basis using objective and verifiable measures. The maximum amount of operational risk the Group is willing
to retain is defined using both quantitative limits, for example financial impact, and also qualitative statements of principle that
articulate the event, ar eflect, that needs to be limited.

The operational risks faced by each business unit and its exposure to these risks forms its operaticnal risk profile. Each business
unit is required to understand and review its profile based on a combination of the estimated impact and likelihood of risk events
occurring in the fulure, the results of CSA and a review of risk exposures relative to approved limits.
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The impact of a new product, a significant change, or any one-off transaction on the operational risk profile of each business unitis
assessed and managed in accordance with established guidelines or standards.

Strategic risk

The Group defines strategic risk as the risk associated with the robustness of the strategic planning process and the threats to the
achievement of the strategy. Strategic risks are considered across the Group through the business planning process. The strategic
risks to which the Group is exposed are quantified in terms of profitability and severity and are reviewed on a regular basis.

43. Fair value of financial assets and liabilities
(a) Determination of fair value hierarchy

The Groug's financial assets and liabifities held at fair value have been analysed using a fair value hierarchy that reflects the
significance of the inputs used in valuing those instruments. The fair value hierarchy is based on the following levels:

Level 1  Quoted prices (unadjusted) in active markets for identical assets or liabilities.
This categery includes listed equity securities, cenain government bonds and supranational institution bonds and
exchange traded futures and options.

Level2  Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices).
This category includes certain government bonds, listed or quoted corporate bonds, non-participating investment
contract liabilities, third party interest in consolidated funds and derivative instruments that are not exchange traded.
Corporate bonds have generally been classified as level 2 instruments as the composite price provided by external
pricing providers may include, as an input, quotes provided by some banks that are not based on actual transaction
prices.

Level 3  Inputs for the asset or liability that are not based on observable market data.
Level 3 financial instruments principally include unlisted equity securities, corporate bonds faor which prices are not
available from external pricing providers or where such prices are based on a single broker indicative quote and third
party interest in consolidated funds which are not priced daily and where a significant proportion of the fund’s assets
are valued using inputs that are not based on observable market data {refer to Section (¢}{iv) for further details).

(b) Financial investments and financial liabilities

An analysis of the Group's financial investments and financial liabilities in accordance with the categories of financial instrument set
out in IAS 39 Financial instruments: Recognition and Measurement is presented in Notes 20 and 35 and includes those financial
assels and liabilities held at fair value.

(c) Methods and assumptions used to determine fair value of financial assets and liabilities

Unless otherwise stated, the accounting policies in relation to the Group’s financial assets and liabilities measured at fair value are
set out in accounting policy (q). Further information on the methods used to determine fair values for each major category of
financial instrument measured at fair value is given below.

Investments in associates and joint ventures — 2010: £2,775m (2009: £1,843m}

As explained in the Group's accounting policy {b)(ii), investments in investment vehicles which back policyholder liabilities and
which meet the definition of an associate or joint venture are designated as at fair value through profit or loss. Investments in such
investment vehicles which are priced on a daily basis are valued using prices sourced from the fund administrator and, where the
fund is considered to be actively traded, are treated as level 1 instruments within the fair value hierarchy (refer 1o Section (c}(i)
below).

Equity securities and interests in pooled Investiment funds - 2010: £60,307m (2009: £50,858m)

Equity instruments listed on a recognised exchange are valued using prices sourced from the primary exchange on which they are
listed. These instruments are generally considered to be quoted in an active market, and are therefore treated as level 1
instruments within the fair vaiue hierarchy.

A valuation technique is used for unlisted equity securities. The Group’s exposure to unlisted equity securities primarily relates to
private equity investments. The majority of the Group's private equity invesiments are carried out through European fund of funds
structures, where the Group receives valuations from the investment managers of the underlying funds. The valuation of these
investments by the investment managers of the underlying funds is based on European Venture Capital Asscciation Guidelines,
including price/earnings ratio based valuations. The valuations received from investment managers of the underlying funds are
reviewed and where appropriate adjustments are made fo reflect the impact of changes in market conditions between the date of
the valuation and the end of the reporting period. The valuation of these securities is largely based on inputs that are not based on
observable market data, and accordingly these instruments are treated as level 3 instruments within the fair value hierarchy.
Where appropriate, reference is made to observable market data.
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43. Fair value of financial assets and liabilities continued

{¢) Methods and assumptions used to determine fair value of financial assets and liabilities
continued

Debt securities — 2010: £59,735m (2009: £55,518m of which £195m was classified as held for sale)

For debt securities, the Group has determined a hierarchy of pricing sources. The hisrarchy consists of reputable external pricing
providers who generally use observable market data. If prices are not available from these providers or are considered to be stale,
the Group has established procedures to arrive at an internal assessment of the fair value. These procedures are based largely on
inputs that are not based on observable market data. A further analysis by category of debt security is as follows:

+ Government and supranational institution bonds
These instruments are valued using prices received from external pricing providers who generally base the price on guotes
received from a number of market participants. They are treated as level 1 or level 2 instruments within the fair value hierarchy.

+ Corporate bonds (listed or quoted in an established over-the-counter market including asset backed securities)
These instruments are generally valued using prices received from external pricing providers who generally consolidate quotes
received from a panei of banks into a composite price. As the market becomes less active the quotes provided by some banks
may be based on modelled prices rather than on actual transactions. These sources are based largely on observable market
data, and therefore these instruments are treated as level 2 instruments within the fair value hierarchy. When prices received
from external pricing providers are based cn a single broker indicative quote the instruments are treated as level 3 instruments.

For instruments for which prices are either not available from external pricing providers or the prices provided are considered to
be stale, the Group performs its own assessment of the fair value of these instruments. This assessment is largely based on
inputs that are not based on observable market data, principally single broker indicative quotes, and accordingly these
instruments are treated as level 3 instruments within the fair value hierarchy.

+ Other corporate bonds including unquoted bonds
These instruments are valued using models. For unguoted bonds the model includes credit spreads which are obtained from
brokers or estimated internally. The classification of these instruments within the fair value hierarchy will be either level 2 or 3
depending upon the nature of the underlying pricing information used for valuation purposes.

Derivative instruments
Derivative financial assets — 2010: £1,343m (2009: £1,368m of which £139m was classified as held for sale) and derivative
financial liabilities — 2010: £924m (2009: £899m of which £102m was classified as held for sale)

Exchange traded futures and options are vatued using prices sourced from the relevant exchange. They are considered to be
instruments quoted in an aclive market and are therefore treated as level 1 instruments within the fair value hierarchy. The majority
of the Group's derivatives are valued using valuation techniques based on observable market data, and are therefore treated as
level 2 instruments within the fair vatue hierarchy.

Non-participating investment contract liabilities and third party interest In consolidated funds
Non-participating investment contract liabilities — 2010: £72,670m (2009: £60,%47m) and third party interest in consolidated funds —
2010: £5,454m (2009: £3,004m)

The Group's accounting policies in respect of non-participating investment contracts and third party interest in consolidated funds
are set out in accounting policies (w){iii) and (b)(i) respectively. The fair values cf these liabilities are equal to the value of the units
allocated to the contracts or in the case of third party interest in consolidated funds, the value of the units or shases held by parties
external to the Group. The unit price is based on the bid price of the fund assets at the reporting date before expenses of selling or
buying underying assets. Thus, the value of these liabilities is dependent on the methods and assumptions set out above in
relation to the underlying assets in which these funds are invested. Those liabilities determined without significant difference to the
daily published prices of the underlying funds are considered to be level 2 instruments within the fair value hierarchy. Where
liabilities are not priced daily, those with a significant proportion of backing assets valued using unobservable market inputs are
considered level 3, otherwise the liabilities are considered level 2 within the fair value hierarchy.

{c)(i) Fair value hierarchy for financial assets measured at fair value in the statement of financial position
The tables that follow present an analysis of financial assets measured at fair value by level of the fair vatue hierarchy.

Fair value hierarchy

Lavel 1 Level 2 Level 3 Total

2010 2009 2010 2009 2010 2009 2010 2009

£m £m £m £m £m £m £m £m
Investments in associates and joint ventures 2,775 1,843 - - - - 2,775 1,843
Derivative financial assets 435 398 908 970 - - 1,343 1,368
Equity securities 59,059 49,621 40 17 1,208 1,220 60,307 50,858
Debt securities 25147 26,158 33,102 27,845 1,486 1,515 59,735 55,518
Financial assets at fair value 87,416 78,020 34,050 28,832 2,694 2,735 124,160 109,587
Less: Financial assets classified as held for sale - - - {334) - - - (334)
Total financial assets at falr value 87,416 78,020 34,050 28,498 2,694 2,735 124,160 109,253
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During 2019, debt securities with a carrying value of £1,456m were transferred from level 1 to level 2. This transfer reflected
reduced activity in the market for certain European government bonds. There were no significant transfers of financial assets

between level 1 and leve! 2 during 2009.

UK and Europe life and pensilons — Financial assets measured at fair value

Falr value hierarchy

Lavel 1 Level 2 Laevel 3 Total
2010 2009 2010 2009 2010 2009 2010 2009
£m £m £m £m £m £m £m £m
Heritage With Profits Fund and other with
profits funds
Investments in associates and joint ventures 1,559 1,138 - - - - 1,959 1,138
Derivative financial assets 334 391 2n 327 - - 605 718
Equity securities 8,606 7,527 - 729 624 9,335 8,151
Debt securities 17,969 19,029 11,543 11,027 37 523 29,883 30,579
28,468 28,085 11,814 11,354 1,100 1,147 41,382 40,586
Other funds
Investments in associates and joint ventures 8 7 - - - 8 7
Derivative financial assets - - 297 315 - - 297 315
Equity securities 5 28 - - - 5 28
Debt securities 509 714 2,639 1,800 328 157 3,476 2,671
522 749 2,936 2,115 328 157 3,786 3,021
Unit linked funds
Investments in associates and joint ventures 1,102 630 - - - - 1,102 630
Derivative financial assets 72 4] 263 158 - - 335 165
Equity securities 38,547 33,111 40 12 65 61 38,652 33,184
Debt securities 5,943 5,899 8,644 6,419 94 259 14,681 12,577
45,664 39,646 8,947 6,590 159 320 54,770 46,556
Total 74,654 68,480 23,697 20,059 1,587 1,624 99,938 90,163
The Heritage With Profits Fund has significant holdings in private equity investments which are classified as level 3 equity
securities.
A number of funds have holdings in debt securities that are valued using a single broker indicative quote or using an internal
model. These instruments have been classified as level 3.
Canada — Financlial asseis measured at fair value
Fair value hierarchy
Level 1 Level 2 Level 3 Total
2010 2009 2010 2009 2010 2009 2010 2009
£m £m £m £m £m £m £m £m
Non-segregated funds
Equity securities 459 37 - 1 1 460 arz
Debt securities - - 5,722 5,483 638 506 6,360 5,989
459 37 5,722 5,483 639 507 6,820 6,361
Segregated funds
Equity securities 8,709 7,079 - 5 - - 8,709 7,084
Debt securities - - 3,150 2,474 38 44 3,188 2518
8,709 7,079 3,150 2,479 38 44 11,897 9,602
Totat 9,168 7,450 8,872 7,962 677 551 18,717 15,963
These funds have holdings in certain debt securities valued using a single broker indicative quote or using an internal model.
These instruments have been classified as level 3.
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Notes to the Group financial statements continued

43. Fair value of financial assets and liabilities continued

(c) Methods and assumptions used to determine fair value of financial assets and liabilities
continued

{c)(i) Fair value hierarchy for financial assets measured at fair value in the statement of financial position
: continued

Other - Financial assets measured at fair value
Fair value hierarchy

Level 1 Level 2 Level 3 Total
2010 2009 2010 2009 2010 2009 2010 2009
£m £m £m £m £m £m £m £m
Investments in associates and joint ventures 7 22 - - - - 7 22
Derivative financial assets - - 1 1 - - 1 1
Equity securities 1,175 559 - - 12 1" 1,187 570
Debt securities 42 33 106 67 2 13 150 113
Total 1,224 614 107 68 14 24 1,345 706

Non-contralling interests and third party interest in consolidated funds - Financial assets measured at fair value
Fair value hierarchy

Lave! 1 Level 2 Level 3 Total

2010 2009 2010 2009 2010 2009 2010 2009

£m £m £m £m £m £m £m £fm

Investments in associates and joint ventures 99 46 - - - - 99 48
Derivative financial assets 29 1 76 29 - - 105 30
Equity securities 1,558 946 - - am 523 1,959 1,469
Debt securities €84 483 1,298 380 15 13 1,997 876
Total 2,370 1,476 1,374 409 416 536 4,160 2,421

Non-controlling interests and third party interest in consolidated funds include external holdings in certain private equity investiment
vehicles which are considered to be level 3 equity securities.

{c){li} Fair value hierarchy for financial liabilities measured at falr value In the statement of financial position
The tables that follow present an analysis of financial liabilities measured at fair value by level of the fair value hierarchy.

Fair value hierarchy

Level 1 Level 2 Level 3 Total

2010 2009 2010 2009 2010 2009 2010 2009

£m £m £m £m fm £m £m £m
Non-participating invesiment contract liabilities - - 72,670 60,947 - - 72,670 60,947
Third party interest in consolidated funds - - 5443 2,799 1 205 5,454 3,004
Derivative financial liabilities 95 81 829 818 - - 924 899
Financlal liablfities at falr value 95 81 78,942 64,564 " 205 79,048 64,850
Less: Financial liabilities classilied as held for sale - - - (102) - - - (102)
Total financlal liabilities at fair value 95 81 78,942 64,462 11 205 79,048 64,748

There were no significant transfers between level 1 and 2 financial liabilities during the year.
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Financial liabilities measured at fair value

Falr value hlerarchy

Leve! 1 Lavel 2 Level 3 Total
2010 2009 2010 2009 2010 2009 2010 2009
_ £m £m £m £m £m £m £m £m
UK and Europe life and penslons -
Heritage With Profits Fund and other with
profits funds business
Derivative financial liabilities 16 122 446 - - 130 462
16 122 446 - - 130 462
Qther funds
Derivative financial liabililies - - 3 45 - - 45
- - 45 - - 45
Unit linked funds
Non-participating investrment contract liabilities - - 60,363 51,282 - - 60,363 51,282
Derivative financial liabilities 62 54 507 193 - - 563 247
62 54 60,870 51,475 - - 60,932 51,529
Total UK and Europe life and pensions 70 70 60,995 51,966 - - 61,065 52,036
Canada -
Segregated funds
Non-participating investment contract liabilities - - 10,488 8,469 - - 10,488 8,469
- - 10,488 8,469 - - 10,488 8,469
Non-segregated funds
Derivative financial liabilities - - - - - 2
- - - - 2
Total Canada - 10,488 8,469 - - 10,490 8,469
Cther
Non-participating investment contract liabilities 1,819 1,196 - - 1,818 1,196
Derivative financial liabilities - - 27 4 - - 27 4
- - 1,846 1,200 - - 1,846 1,200
Non-controlling Interests and third party
Interest in consolidated tunds
Third panty interest in consolidated funds - - 5,443 2,799 11 205 5,454 3,004
Derivative financial liabilities 23 i1 170 28 - - 193 39
23 11 5,613 2,827 11 205 5,647 3,043
Total 95 81 78,942 64,462 11 205 79,048 64,748

The third party interest in consolidated funds liability includes the liabilities for third party interest in consolidated private equity
investment vehicles which are classified as level 3 financial liabilities.

(c){iit) Reconciliation of movements in level 3 instruments
The movements during the year of level 3 financial assets and liabilities held at fair value are analysed below.

Total
galns/{losses)

Total gains/{losses)
recognised in the
income statement

recognised In Transfers Foreign for assets or

A1 the income inf{out of) exchange At liabillties held at

January statement Purchases Issues Sales level 3 adjustment December 31 December

2010 £m £m m £m £m m £m £m £m

Equity securities 1,220 259 150 - (164) (238) (19) 1,208 282

Debt securities 1,515 83 488 - (492) (159) 5 1,486 63
Third party interest in

consolidated funds {205} _{4) - (33} - 225 6 (11) -
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Notes to the Group finandal statements continued

43. Fair value of financial assets and liabilities continued

(c)

Methods and assumptions used to determine fair value of financial assets and liabilities
continued

{c){iii} Reconciliation of movements in level 3 instruments continued

Total gains/(losses)

Total recognised in the
galns/{losses) Income statement
recognised in Transfers Foreign for assets or

At the income infloutof) exchange At 31 liabllities held at

January statement Purchases Issues Sales level 3 adjustment Decomber 31 December

2009 £m £m £m £m £m £m £m £m £m

Equity securities 1,371 (125} 143 - (89) 7 {87} 1,220 {120)

Debt securities 1,618 (23) 314 - (524) 105 25 1,516 (51)
Third party interest in

consclidated funds {236) 41 - (29) - 19 (205) 41

Total gains or losses recoegnised in the consolidated income statement shown above are included in net investment return, with the
exception of gains on third party interest in consolidated funds which are incfuded in the line Change in [ability for third party
interest in consolidated funds.

UK and Europe life and pensions — Analysis of movements in level 3 financial instruments

Total
gains/(losses)

Total gains/{losses)

recognised in the
income statement

recognised In Transters Foreign tor assets or
At1 the income in/{out of) exchange At 31 liabllitles held at
January statement Purchases Issues Sales level 3 adjustment December 31 Dscember
2010 £m £m £m £m £m £m £m fm £m
Heritage With
Protits Fund and
other with profits
funds business
Equity securities 624 132 75 - (113} 20 (9} 729 149
Debt securities 523 12 16 - {125) (55) - an 2
Other funds
Debt securities 157 6 120 - (93) 138 - 328 8
Unit linked funds
Equity securities 61 4 [ - {16) 10 - 65 -
Debt securities 259 23 172 {154) (2086) - 94 14
Total gains/(losses)
Total recognised in the
gains/{losses) income statement
recognised In Trangfers Foreign for assets or
At1 the income in/{out of)  exchange At 31 liabilities held at
January statement Purchases Issues Sales level 3 adjustment December 31 December
2009 £m £m £m £m £m £m £m £m £m
Heritage With
Profits Fund and
other with profits
funds business
E£quity securities 706 (27) 67 (73) (49) 624 (39)
Debt securities 465 {6) 36 {169} 197 - 523 {34)
Other funds
Deblt securities 58 7 146 (81) 27 - 157 {4)
Unit linked funds
Equity securities 88 {23} 2 - (6) - - 61 (24)
Debt securities 563 {27) 64 - {221) {120) - 259 (7
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During the year, £182m (2009: £501m) of debt securities were transferred from level 2 to level 3 and £305m (2009: £397m) of debt
securities were transferred from level 3 to level 2. Transfers into level 3 generally arose when extemnal pricing providers stopped
providing a price or where the price provided was considered stale. Transfers out of level 3 arose when acceptable prices became

available from external pricing providers.

Canada - Analysis of movements in level 3 financial instruments

Total
galns/{losses)

Total gains/(losses)
recognised in the
income statement

recognised In Transfers Forelgn for assets or
At the income in/{out of) exchange At 31 llabilitles held at
January statement Purchases Issues Safes level 3 adjustment December 31 December
2010 £m m £m £m £m £m £m £m £m
Non-segregated
funds
Equity securities 1 - - - - - 1 -
Debt securities 506 40 128 - {79) (4) 47 638 37
Sagregated funds
Debt securities 44 3 26 - {14) {25) 4 38 2
Total galns/{losses)
Total recognised In the
gains/(losses) Income statement
recognised In Transters Foreign for assets or
At the Income inflout of)  exchange At liabllities held at
January statement Purchases Issues Sales level 3 adjustment December 31 December
2009 £m £m £m £m £m £m £m £m £m
Non-segregated
funds
Equity securities 3 (1) - - (1) - 1 -
Debt securities 442 7 52 (28) - 23 506 6
Segregated funds
Debt securities 50 1 4 (13) - 2 44 1
Other — Analysis of movements in level 3 financial instruments
Total gains/(losses)
Total recognised In the
galnsi{losses) Income statement
recognised In Transters Foreign for assets or
A1 the income inflout of) exchange At 31 liabilities hald at
January statement Purchases Issues Sales level 3 adjustment December 31 December
2010 £m £m £m £m £m £m £m £m £m
Equity securities 11 - 1 - - - - 12 {1)
Debt securities 13 - 1 - {11) {1} - 2 -
Total gains/{lossas)}
Total recognised in the
gains/(losses) Income statement
recognised in Transfers Foreign for assets or
At 1 the income inffoutof) exchange At 31 liabilitles held at
January statement Purchases Issues Sales level 3 adjustment December 31 December
2009 £m £m £m £m £m £m £m £m £m
Equity securities 6 (1 - {1) 7 - 1" 1)
Debt securities 14 (3) - - 1 1 - 13 (2)
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Notes to the Group finantial statements continued

43. Fair value of financial assets and liabilities continued

{c¢) Methods and assumptions used to determine fair value of financial assets and liabilities
continued

{c)iii) Reconciliation of movements in level 3 instruments continued

Non-controlling interests and third party interest in consolidated funds — Analysis of movements in level 3 financial
instruments

Total gains/(losses)

Total recognised in the
gains/{losses) Income statement
recognised In Transters Forelgn tor assets or

At 1 the Income inflout of} exchange At liahilities held at
January statement Purchases Issues Sales level 3 adjustment December 31 December
2010 £m £m £m £m £m £m £m £m £m
Equity securities 523 123 68 - (35) (268} (10} 401 134
Debt securities 13 {1} 25 - (16) (6} - 15 -
Third party interest in
consolidated funds {205} {4) - {33) - 225 6 {11) -
Total gains/{iosses)
Total recognised In the
gains/{losses) income statement
recognised in Transters Foreign for assets or
At1 the income inffout of) exchange At 31 liabilltles held at
January statement Purchases Issues Sales level 3 adjustment December 31 December
2009 £m £m £m £m £m £m £m £m £m
Equity securities 568 (73) 74 - (8) - (38) 523 (56)
Debt securities 26 (2) 2 - (13) - - 13 (1)
Third party interest in
consolidated funds (236) 41 - (29) - - 19 {205) 41

Included in the transfers infout of level 3 shown above are reductions in level 3 equity securities of £268m (2009: £nil) and level 3
third party interest in consolidated funds of £225m (2009: £nil) arising from the loss of contro! of a private equity invesiment vehicle
which had previously been consolidated.

(c)iiv) Sensitivity of level 3 financial instruments measured as at fair value to changes in key assumptions

As noted above, the Group holds financial instruments which have been classified as level 3 instruments, principally comprising:

« Private equity holdings which, because of the nature of the fund structures in which the Group invests, are valued based on
valuations received from the investment managers of the underlying funds

* Certain debt securities for which prices are elther not available from external pricing providers or the prices that are available are

considered stale, in which case the Group generally uses unobservable inputs, principally single broker indicative quotes to
determine the fair value of these instruments

For the majority of these instruments the Group does not use intemal models to value the securities but rather obtains valuations
from external parties and reviews the appropriateness of those valuations. Due to the externally generated nature of the majority of
valuations used for tevel 3 instruments, the Group has limited access to the significant assumptions and data sources used by the
external party and accordingly no sensitivity analysis has been presented.

Where internal mode!s are used to value level 3 instruments, changes in the assumptions used within those models to reasonably
possible alternative assumptions do not have a significant impact on profit before tax or total assets or liabilities.
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(d) Fair value of financial assets and liabilities measured at amortised cost

The table below presents estimated fair values of financial assets and liabilities whose carrying value does not approximate fair
value. Fair values of tinancial assets and financial liabilities are based on observable market inputs where available, or are
estimated using other valuation techniques.

2010 2010
Carrying value Failr value
Notes £m £m
Financial assets

Loans secured by morigages 21 2,941 3,077

Financial liabllitles
Subordinated guaranteed bonds 37 1,162 1,119
Mutual Assurance Capital Securities a7 637 563
Non-participating investment contract liabilities 35 2,930 3,163
2009 2009
Carrying value Falr value
Notes £m £m

Financial assets

Loans secured by mortgages 21 7,791 7,931
Loans secured by mortgages subject to securitisation 21 2,218 2,255

Financial llabilities
Securitisations ~ mortgage backed floating rate notes 36 1,967 1,921
Subordinated guaranteed bonds 37 1,184 1,135
Subordinated notes 37 279 228
Mutual Assurance Capital Securities 37 648 547
Non-participating investment contract liabilities 35 2,781 3,010

The estimated fair values are calculated by discounting the expected future cash flows at current market rates with the exception of
subordinated liabilities, which are based on the quoted market offer price.

It is not possible to reliably calculate the fair value of participaling investment cantract liabilities. The assumptions and methods
used in the calcufation of these liabilities are set out in the accounting policies and Note 32. The carrying value of participating
investment contract liabilities at 31 December 2010 was £15,330m (2009: £14,993m).

The estimated fair value of deposits with no stated maturity, which includes non-interest bearing deposits, is the amount repayable
on demand. The estimated fair value of fixed interest bearing depasits and ather borrowing withaut quoted market price is based
on discounted cash flows using interest rates for new debis with similar remaining maturity.

The carrying value of all other financial assets and liabilities measured at amorised cost approximates their fair value.

44, Statement of cash flows
(a) Change in operating assets

2010 2009

£m £m

Investment property {1,205) 1,137
Equity securities and interests in pocled investment funds (9,408) (10,674)
Debt securities (4,049) {4,390)
Cerivative net (liabilities)/assets (23} 953
Reinsurance assels 100 (936)
Investment in associales' (654} 665
Receivables and other financial assets and other assets (78) 449
Deterred acquisition costs (218) (198)
Loans (151) 1,920
Change In operating assets (15,726) (11,074)

Investment in Standard Life Investments (Global Liquidity Funds) pic and certain unit trusts have been classifled as operating activities due to the nature of the
underlying transactions.
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Notes to the Group financial statements continued

44. Statement of cash flows continued
(b) Change in operating liabilities

2010 2009
£m £m
Custemer accounts related to banking activities - {1,036)
Other financial liabilities and other liabilities (900) {2,319)
Deposits received from reinsurers (83) 136
Pension and other posi-relirement benefit provisions (123) (25)
Deferred income 12 (8)
Insurance contract liabilities 1,823 1,486
Investment contract liabilities 11,285 10,486
Centificates of deposit, commercial paper, medium term notes and securitisations - (184)
Change in liability for third party interest in consolidated funds 443 323
Change in operating llabiiities 12,457 8.859
(c} Non-cash and other items
2010 2009
Notes m £m
(Gain)/loss on disposal of property, plant and equipment (1 1
Depreciation of property, plant and equipment 5 12 10
Amortisation of intangible assets 5 22 17
Amortisation of deferred acquisition costs 5 196 173
Impairment losses on intangible assets 5 - 7
Impairment losses on deferred acquisition costs 5 - 33
Impaimment losses on investments in associates 5 4 7
Other impairment losses recegnised - 8
Reversal of impaimnent on property, plant and equipment 5 (9) (4)
Interest cost on other borrowings 6 10
Adjustment for finance costs on banking activities - (45)
Finance costs 13 123
Net foreign exchange losses/(gains) on investment activities 23 (61)
Share of (profit)/loss from associates and joint ventures 16 (24) 29
Adjustment for non-cash movements in investment income {80) (52)
Changa in unallocated divisible surplus 34 {22} {21)
Non-cash and other items 240 235

45. Contingent liabilities, indemnities and guarantees

(a) Legal proceedings and regulations

The Group, like other financial organisations, is subject 1o legal proceedings and complaints 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, the Directors do
not believe that such proceedings (including litigation) will have a material effect on the results and financial position of the Group.

The Group is subject to insurance solvency regulations in all of the territories in which it issues insurance and investment contracts,
and it has complied in material respects with local solvency and other regulations. Therefore, there are no conlingencies in respect
of these regulations.

(b} Issued share capital

The Scheme of Demutualisation sels a 10-year time limit, ending in 2018, for those eligible members of The Standard Life
Assurance Company who were not allocated shares at the date of demutualisation to claim their entittements. 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.
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(c} Other

In the ordinary course of business, Standard Lite Trust Company (SLTC) enters into agreements which contain guarantee
provisions for clearing system arrangements related to investment activities. Under such arrangements, the company, together
with other participants in the clearing systems, may be required to guarantee certain obligations of a defaulting member. The
guarantee provisions and amounts vary based upon the agreement. The company cannot estimate the amount, if any, that may be
payable upon default. To facilitate its participation in the clearing system SLTC has provided as security a bank credit facility up to
a maximum of CA$84m.

46. Commitments

(a) Capital commitments

As at 31 December 2010, capital expenditure that was autherised and contracted for, but not provided and incurred, was £251m
(2009: £296my} in respect of investment properties. Of this amount, £239m (2009: £283m) and £12m (2009: £13m) relates to the
contractual obligations to purchase, construct, or develop investment property and repair, maintain or enhance investment property
respectively.

(b} Unrecognised financial instruments

As at 31 December 2010, the Group had committed the following unrecegnised financial instruments to customers and third
parties.

2010 2009
£m £m

Commitments to extend credit:
QOriginal term to maturity of one year or less 51 112
Original temm to maturity of more than one year 7 1,859
Other commitments 335 715

The commitments to extend credit with an original term to maturity of more than ane year as at 31 December 2009 were primarily
in respect of the Group's banking business, Standard Life Bank plc, which was sold on 1 January 2010.

Included in other commitments is £315m (2009: £696m) committed by certain subsidiaries which are not fully owned by the Group.
These commitments are funded through (contractually agreed) additional investments in the subsidiary by the Group and the non-
controlling interests. The levels of funding are not necessarily in line with the relevant percentage holdings.

(c) Operating lease commitments

The Group has entered into commercial non-cancellable leases on certain property, plant and equipment where it is not in the best
interest of the Group to purchase these assets. Such leases have varying terms, escalation clauses and renewal rights.

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

2010 2009

£m £m

Not later than one year 17 16
Later than one year and no later than five years 21 18
Later than five years 44 32
Total operating lease commitments 82 66
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47. Employee share-based payments

The Group has established a number of share-based payment schemes for employees. Details of these arrangements are as
follows:

{i) Long-Term Incentive Plan (LTIP)
Details of the LTIP are set out in the Directors’ remuneration report on pages 72 10 85. Under the terms of the plan, share options
are awarded to executives and senior management based on performance results of the Group over a three year period.

The three year performance period for the 2010 plan commenced on 1 January 2010, The grant date for the plan was 25 June
2010 with additional grants being made during the year to individuals who joined the plan after 25 June 2010.

The three year performance period for the 2009 plan commenced on 1 January 2009. The grant date for the plan was 20 April
2009 with additional grants being made during the year 1o individuals who joined the plan after 20 April 2009.

For the 2008 plan, the perfarmance larget is based on the Group’s return on capital, which fs a combination of underlying profit for
the non-life businesses of the Group and the relum on European Embedded Value for the life businesses of the Group. In addition,
in respect of the 2008 and 2009 plans, the number of options that ultimately vest is also subject to a Total Shareholder Return
multiplier. The performance target of the 2009 plan was altered during 2010. For 2009, the performance condition continues to be
based on the Group's return on capital, while the performance condition for the 2010-2011 performance period of the 2009 plan is
based on the Group's operating profit. Since this modification relates to non-market vesting conditions, there was no impact on the
fair value of the granted instruments recognised by the Group. The performance target for the 2010 plan is based on the Group's
operaling profit,

(1)) Standard Life Investments Long-Term Incentive Plan

Prior to 6 November 2009, the Standard Life Investments LTIP was a cash-based award dependent on certain performance
conditions being achisved aver a three year pericd. In order to improve the alignment of awards of key individuals within Standard
Life Investments with the Group's corporate goals, the cash-based awards in respect of the 2007 and 2008 plan were converted to
a share-based payment scheme in 2009. Under the terms of the conversion, the number of options awarded, which will have a nil
exercise price, was based on the average share price over the last five trading days immediately prior to the date of grant. The
2009-2011 award was structured as a share-based payment from commencement.

Under the terms of the 2008 plan, share options are awarded subject to a service condition, and the requirement for participants to
retain shares in respect of the share options awarded under the 2007 plan, which vested on 10 March 2010 (net of disposals
required to meet personal tax liabilities in respect of the 2007 plan).

Under the terms of the 2009 and 201 plans, share options are awarded to participants based on performance results of Standard
Life nvestments over a three year period. The performance target is based on Standard Life Investments' earnings before interest
and tax (EBIT) from third party assets under management, before variable compensation, subject to an investment performance
underpin based on the three year money-weighted average investment performance of all assets under management against
relevant benchmarks. At the grant date the participants are advised of the range of options that will be awarded. The actual
number of options that ultimately vest is determined at the end of the three year performance period. The terms and conditions of
the LTIP listed below represent the maximum number of gptions that can vest.

The majority of the awards granted under the Standard Life Investments LTIP are equity-settled share-based payment
transactions. The awards in respect of employees in USA, France and Asia are cash-settled.

(iiy  Share incentive plans

The Group operales share incentive plans, allowing employees the opportunity to buy shares from their salary each month. The
maximum purchase that an employee can make in any year is £1,500. The Group offers to match the first £25 of shares bought
each month. The matching shares awarded under the share incentive plan are granted at the end of each month. The matching
shares are generally subject to a three year service period and an employee may forfeit some or all of the matching shares if they
leave the Group prior to completing three years of service from the date of grant.

(iv) Performance shares
All eligible employees may be awarded iree performance shares if certain Group profit targets are met. No shares were awarded to
eligible employees in respect of their services for the year ended 31 December 2010 (2009: none).

{v) Annual bonus deferred shares

Details of the annual bonus are set out in the Directors' remuneration report on pages 72 to 85. The majority of the members of the
executive and senior management including executive Directors participate in the Group annual bonus. Under the terms of the
2010 annual bonus, halt of any bonus above 25% of salary will be settled in shares which are deferred for a period of two years,
subject to the deferred amount being worth 10% or more of salary. For 2009, half of any bonus above 35% of salary was settled in
shares which were deferred for a period of two years.

The value of any dividends paid on those shares over the two year deterral peried will be added to the value of the deferred bonus.
Should an employee resign during the two year deferral period, some or all of the deferred shares will be forfeited.

The share-based payment expense in respect of the deferred shares has been measured with reference to the proportion of the
annual bonus entittement to be settled in deferred shares and will be recognised over the vesting period, which includes a two year
deferral period. The share-based payment expense in respect of annual bonus deferred shares amounted to £1m {2009: £1m).
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The number of instruments granted in relation to the year to 31 December 2010 was 1,088,145 (2009: 884,432), and has been
calculated with reference to the monetary value of the annual bonus to be settled in deferred shares, divided by the average
Standard Life plc share price during the month of December 2010.

(a)} Long-Term Incentive Plan (LTIP)

The terms and conditions attaching to each of the ongoing arrangements are sel out in the table below. The assumptions disclosed
are based on the weighted average number of awards.

2010 2009 2008
Main grant

Date of grant 25 June 2010 20 April 2009 21 April 2008
Number of instruments granted 7,176,431 6,667,906 4,755,073
Share price at date of grant 178.50p 187.00p 249.50p

Additional grants during the year
18 August 2010 — 26 May 2009 - 1 May 2008 —
Range of dates of grant 20 December 2010 16 September 2009 24 November 2008
Number of additicnal instruments granted 271,077 165,382 526,258
Share price at date of grant 200.00p - 231.50p  198.00p-—202.25p  229.00p — 266.50p
Average share price at date of grant 211.00p 199.50p 246.50p
Expected outcome of meeting performance criteria (at the grant date) 50% 50% 50%
Fair value per granted instrument determined at the grant date 179p 155p 217p

The majority of share options are granted 10 participants in the LTIP on one particular date during the year. Additional grants of
share options are made throughout the year to accommodate those individuals who become entitled to participate in the scheme
by becoming eligible employees of the Group.

The share options granted will have a nil exercise price and settlement will be made in the form of shares. Both the contractual life
and expected option lite at grant date is 3.5 years. No departures are expected at the grant date, with any leavers being accounted
for on departure.

The ‘Black-Scholes' option pricing model is used to value the options granted under the LTIP. From 2008 onwards, the
‘Black-Scholes’ option pricing model has been supplemented by a statistical model in order to factor into the valuation the Total
Shareholder Return performance condition of the 2008 and 2009 plans.

The plans include the entitlement to the receipt of dividends in respect of awards that ultimately vest between the date of grant and
the vesting date.

As at 31 December 2010, 17,010,829 options were outstanding (2009: 14,615,186). The weighted average remaining expected life
at 31 December 2010 was 1.54 years (2009: 1.61 years), while the weighted average remaining contractual life was 2.04 years
(2009: 2.11 years).

A reconciliation of movements in the number of share options granted to executives and senior management is set out in the table
below.

2010 2009
Qutstanding at 1 January 14,615,186 11,326,541
Granted 7,447,508 6,833,288
Forfeited {2,303,051) (302,010}
Exercised (1,401,207) (3,069,160)
Expired (1,347,607) (173,473)
Outstanding at 31 December 17,010,829 14,615,186

The options exercised during 2010 relate to the 2007 plan. The options exercised during 2009 related to the 2006 portion of the
2005/2006 plan. The weighted average share price at the time of exercise of the options was 205p (2009: 177p). The weighted
average exercise price was nil.
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Nates to the Group financial statements continued

47. Employee share-based payments continued
(b) Standard Life Investments Long-Term Incentive Plan

The terms and conditions attaching to each of the ongoing arrangements are set out in the table below. The assumptions disclosed
are based on the weighted average number of awards.

2010 2009 2008
Main grant
Date of grant 16 June 2010 6 November 2009 6 November 2009
Number of instruments granted 15,521,139 10,933,348 5,131,893
Share price at date of grant 188p 213p 213p
Contractual life (years) 3.96 years 3.80 years 3.69 years
Expecied option lite at grant date (years}) 3.50 years 2.95 years 1.84 years
Expected outcome of meeting performance criteria (at
the grant date) 50% 50% nfa
Fair value per granted instrument determined at the
grant date 188p 213p 213p
Fair value per cash settled instrument granted
determined at 31 December 2010 216p 216p 216p

The share options granted wili have a nil exercise price and settlement will be made in the form of shares. No departures are
expected at the grant date, with any leavers being accounted for on departure.

As at 31 December 2010, 31,118,960 options were outstanding {2009: 21,066,243). The weighted average remaining expected life
at 31 December 2010 was 1.10 years {2009: 1.40 years}, while the weighted average remaining contractual life was 1.57 years
{2009: 1.90 years).

A reconciliation of movements in the number of share options granted to executives and senior management is set out in the table
below.

2010 2009
Qutstanding at 1 January 21,066,243 -
Granted 15,521,139 21,066,243
Forfeited (781,237)
Exercised (4,687,185}
Outstanding 31 December 31,118,960 21,066,243

The options exercised during 2010 relate to the 2007 plan. The weighted average share price at the time of exercise was 207p.
The weighted average exercise price was nil.

{c) Share incentive plans

The terms and conditions attaching to each of the ongoing arrangements are set out in the table below and are based on the
weighted average number of awards.

2010 2009 2008
Number of instruments granted 719,178’ 789,287 685,909'
Share price at date of grant 202p 198p 230p
Fair value per cash settled instrument granted
determined at the grant date 202p 198p 230p

' Included in the number of Instruments granted are 119,184 {2009: 120,265; 2008: 94,910) rights to shares granted 1o eligible employees in Canada, Germany and

Austria.

At the grant date all awards are expected to vest. No departures are expected at the grant date, with leavers being accounted for
on departure.
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(d) Employee share-based payment expense
The amounts recognised as an expense in Note 6 for share-based payment transactions with employees are as follows:

2010 2009

£m £m

Share options granted under long-term incentive plans 17 26
Annual bonus deferred shares granted 1 1
Matching shares granted under share incentive plans 1 1
18 28

The amount in respect of share options granted under long-term incentive plans in 2009 includes the impact of the conversion of
the Standard Life Investments LTIP from a cash-based to a largely share-based payment award.

The Standard Life Investments LTIP cash-settled expense amounted to £1.0m in 2010 (2009: £1.6m). The remaining employee
share-based payment expense is equity-setiled. The liability for cash-settled share-based payments outstanding at 31 December is
£2.4m (2009: £1.6m).

48. Related party transactions
(a) Transactions with/from and balances from/(to) related parties

In the normal course of business, the Group enters into transactions with refated parties that relate to insurance and investment
management business.

Transactions with related parties carried out by the Group during the year were as follows:

2010 2009
£m £m
Sale to:

Associates 17,340 11,607
Joint ventures 32 2
' 17,372 11,609

Purchase from:
Associates 18,052 10,907
Joint ventures 19 100
18,071 11,007

Transactions with associates shown above relate primarily to the sales and purchase of holdings in investiment funds managed by
the Group.

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

2010 2009
£m £m

Due from related parties:
Joint ventures 74 100
74 100

In additicn to the amounts shown above, the Group’s defined benefit pension schemes have assets of £655m (2009: £528m)
invested in investment vehicles managed by the Group.
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Notes to the Group financial statements continued

48. Related party transactions continued
(b} Compensation of key management personnel

Key management personnel comprise 21 pecople (2009: 19 people) within the Group, including all Directors, both executive and
non-executive and the direct reports of the position of Chief Executive. Delailed disclosures of Directors’ remuneration for the year
and transactions in which the Directors are interested are contained within the audited section of the Directors' remuneration report
on pages 72to 85,

The summary of compensation of key management personng! is as follows:

2010 2008

£m £m

Salaries and other short-term employee benetits 10 9
Post-employment benefits " 1
Termination benefits 1 !
Share-based payments 2 1
Total compensation of key management personnel 13 12

(c) Transactions with/from and balances from/{to) key management personnel

The detailed disclosures of transactions incurred by the Group 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 72
to 85.

All transactions between the key management and the Group 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 2010, the key management personnel contributed £1.9m (2009: £11.1m) to producis sold by the
Group.

49, Capital statement
Capital management policies and risk management objectives

Capital can be measured on a number of different bases, which are set out in the Business review Section 1.5 — Capital and cash
generation. The capital statement shows capital based on definitions used for regulatory reporting purposes.

Managing capital is the ongoing process of determining and maintaining the quantity and quality of capital appropriate for the
Group, and ensuring capital is deployed in a manner consistent with the expectations of our stakeholders. For these purposes, the
Board considers our key stakeholders to be the provicders of capital (our equity holders, policyholders and holders of our
subordinated liabilities) and the Financial Services Authority (FSA).

There are two primary objectives of capital management within the Group. The first objective is to ensure that capital is, and will
continue to be, adequate to maintain the required level of safety and stability of the Group and hence to provide an appropriate
degree of security to our stakeholders — this aspect is measured by the Group’s regulatory solvency position. The second objective
is to create equity holder value by driving profit attributable to equity holders.

The capital management policy forms one pillar of the Group's overall management framework. Most notably, it operates
alongside, and complements, the strategic investment policy and the Group risk policy. By integrating policies in this way, the
Group is working towards a capital management framework that robustly links the process of capital allccation, value creation and
risk management.

The capital requirements of each business unit are routinely forecast on a periodic basis, and the requirements are assessed
against both ferecast available capital and local regulatory capital requirements. In addition, internal rates of return achieved on
capital invested are assessed against hurdle rates, which are intended to represent the minimum acceptable return given the risks
associated with each investment. The capital planning process is the responsibility of the Chief Financial Qfficer. Capital plans are
ultimately subject to approval by the Board.

The formal procedures for identifying and assessing risks that could affect the capital position of the Group are described in the risk
management policies set out in Note 42.
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Regulatory capital

The Group operates in a number of geographical regions, and local regulators, primarily the FSA, specify rules and guidance for
the minimum leve! of capital required to meet local requirements.

The FSA requires all insurance companies and financial conglomerates to maintain capital resources in excess of their capital
resources requirement (CRR). Capital resources include the assets in excess of liabilities, valued on a regulatory basis, and certain
other components of capital. Certain items that are classified as liabilities under 1AS 32 Financial Instruments: Disclosure and
Presentation are treated as capital under the regulatory basis. For the Group, this applies to its subordinated guaranteed bonds,
subordinated notes and Mutual Assurance Capital Securities. The CRR represents the total of the individual capital resources
requirements {({CRR) of each regulated company in the Group.

In addition to the requirement to maintain capital resources in excess of its CRR, the FSA requires that each regulated company in
the Group identifies the major risks it faces and, if appropriate, quantifies the amount and type of capital it believes is appropriate to
mitigate those risks. This individual capital assessment (ICA) reflects each company's view of the adequacy of its capital
resources.

There are many factors which affect the Group's capital resources. The determination of the liabilities includes various
assumptions including potential changes in market conditions and the actions management might take as a result of those
changes. Changes in market conditions and other variables have the potential to significantly affect the capital position. Poor
investment retums could depress capital resources, but this could be mitigated by changing the asset portfolio and by the level of
bonuses declared. Future annuitant mortality could be significantly different from that assumed in the calculation of the liabilities.
European Union developments on solvency requirements could also have a significant impact on the future capital position.

Capital structure

The Group is classilied as an insurance group by the FSA. The largest regulated entity within the Group is Standard Life
Assurance Limited (SLAL), which undertakes life assurance and pension business principally in the UK, Ireland and Germany.

The majority of life assurance and pensions business undertaken by UK regulated entities is written within long-term business
funds within each regulated company. These leng-term business funds are distinct from the equity holders' funds. Business written
prior to demutualisation, and the increments to that business, are written in the Heritage With Profits Fund (HWPF).

Business written afler demutualisation is written in the other long-term business funds, principally the Proprietary Business Funds
(PBF}.

The HWPF's capital resources of £3,997m at 31 December 2010 (2009: £1,642m) and future surplus arising can be used to
provide support for the HWPF, enhance payments o with profits policyholders or, in relation to the recourse cash flows (as
explained in accounting policy {v}), transfer defined amounts out of the fund to accrue to the benefit of equity holders. Additional
restrictions are placed on the HWPF by the Scheme of Demutualisation (the Scheme), which provides that the recourse cash flows
will be subject to a solvency test which prevents transfers of the recourse cash flows if, as a result of the transfer, the HWPF would
have a realistic deficit or would have a regulatory surplus below the level which the beard of SLAL considers necessary to declare
bonuses, in accordance with reasonable benefit expectations of with profits policyholders, without creating a regulatory deficit.

Any sumplus within the PBF is attributable to equity holders. Capital within the PBF may be made available to meet requirements
elsewhere in the Group subject to meeting the regulatory requirements of the fund and any further restrictions imposed by the
Scheme.
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49. Capital statement continued

The Group’s capital position is analysed between UK regulated life business, overseas life operations and other activities. The UK
regulated life business is analysed by the nature of the underlying funds and includes German and Irish business written by
branches of UK regulated companies. Other activities comprise investment management, general insurance and group corporate
centre. Standard Life Bank plc was a subsidiary of SLAL until its disposal on 1 January 2010 and therefore its capital resources

were included within life business equity holders’ funds in 2009. The Group's capital position, based on draft regulatory returns, is

set out below:

UK regulated life business

Heritage Proprietary  Life business Total UK
With Profits business equity holders’ regulated life Overseas life Total life Other Group
Fund' funds funds business  operations business activitles?® total
2010 £m £m £m £m £m £m £fm £m
Avallable capltal resources
Equity holders’ funds
Held outside life assurance funds - - 1,008 1,008 1,220 2,228 796 3,024
Held within lite assurance funds - 879 - 879 - 879 - 879
Equity attributable to ordinary equity
holders of Standard Life plc - 879 1,008 1,887 1,220 3,107 796 3,903
Unallocated divisible surplus 788 - - 788 - 788 - 788
Other qualitying capital
Subordinated fiabilities - - - - - - 1,799 1,799
Internal subordinated liabilities - - 1,799 1,799 257 2,056 {2,056} -
- - 1,799 1,799 257 2,056 (257) 1,799
. Adjustmenis onto regulatory basis
Changes to the valuation of contract
liabilities 3,262 {2) - 3,260 (80) 3,180 - 3,180
Exclusion of deterred acquisition costs
and cother inadmissible assets (122) {528) {326) (976) (1) (1,087) {43) {1,130)
Exclusion of deferred income 114 23 - 345 {1) 344 - 344
Changes to the valuation of other
assets and liabilities {11 (259) {120) {390) 128 {262) 208 (54)
3,243 (558) {446) 2,239 {64) 2,175 165 2,340
Total available capital resources to
meet regulatory requirement 4,031 321 2,361 6,713 1,413 8,126 704 8,830
Analysed as lollows:
Capital not subject to constraints - - 2,336 2,336 877 2913 623 3,536
Capital subject to constraints 4,031 321 25 4,377 836 5,213 &1 5,204
Total available capital resources 4,031 321 2,361 6,713 1,413 8,126 704 8,830
Regulatory capital requirement 2,910 709 3,619 33 3,652
Analysis of contract liabilities
Participating
Insurance contracls 16,648 - - 16,648 709 17,357 - 17,357
Investment contracts 15,324 - - 15,324 5 15,329 - 15,329
Total participating contract liabilities 31,972 - - 31,972 714 32,686 - 32,686
Unit linked
Insurance contracts 1,316 59 - 1,375 1,823 3,198 - 3,198
Investment contracts 35,810 26,289 - 62,099 10,571 72,670 - 72,670
Total unit linked liabilities 37,126 26,348 - 63,474 12,394 75,868 - 75,868
Other non-participating
Insurance conlracts 11,657 2,901 - 14,558 5,805 20,363 3 20,366
Investment contracts 4 313 - 317 2,613 2,930 - 2,930
Total other non-participating
llabilitles 11,661 3,214 - 14,875 8,418 23,293 3 23,296
Total contract liabilities 80,759 29,562 - 110,321 21,526 131,847 3 131,850

1

amounting to £511m relating to the new with profits funds created at demutualisation are disclosed within the Heritage With Profits Fund column.
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Capital resources amounting to £34m in respect of other with profits funds are disclosed within the Heritage With Profits Fund column. Participating confract liabilities

The Group's healthcare business, Standard Life Healthcare Limited, was sold on 31 July 2010 and its capital resources are not, therefore, included in the analysis.




UK regutated life business

Haritage  Proprietary  Life business Total UK
With Profits business equity holders’ regulated life Overseaslife Total lite Other Group
Fund' funds funds? business  operations business  activities total
2009 £m £m £m £m £m £m £m £m
Available capital resources
Equity holders’ funds
Held oulside lile assurance funds - - 1,077 1,077 1,053 2,130 710 2,840
Held within life assurance funds - 617 - 617 - 617 - 617
Equity attributable to ordinary equity
holders of Standard Life pic - 817 1,077 1,684 1,053 2,747 710 3,457
Unaltocated divisible surplus 79 - - 79 - 79 - ki)l
Other qualifying capltal
Subordinated liabilities - - 265 265 - 265 1,845 2111
Internal subordinated liabilities - - 1,876 1,876 236 2,112 (2,112) -
- - 2,141 2,141 236 2,377 {266} 2,111
Adjustments onto regulatory basis
Changes to the valuation of contract
liabilities 1,485 20 . 1,505 {75) 1,430 - 1,430
Exclusion of deferred acquisition costs
and other inadmissible assets {143) {496) (484) {1,123) 87) {1,210) {(119) (1,328)
Exclusion of geterred income 132 207 - 339 {2) 337 - 337
Changes to the valuation of other
assels and liabilities (610) (90) 645 (55) 79 24 225 249
864 (359) 161 666 {85) 581 106 687
Total available capital resources lo
meet regulatary requirement 1,655 258 3,379 5,292 1,204 6,495 550 7,046
Analysed as follows:
Capital not subject! to constraints - - 3112 3,112 422 3,534 432 3,966
Capital subject to constraints 1,655 258 267 2,180 782 2,962 118 3,080
Total avaliable capital resources 1,655 258 3,378 5,202 1,204 6,486 550 7,046
Regulatory capital requirement 2,040 666 2,706 81 2,787
Analysis of contract Habilities
Participating
Insurance contracts 15,969 - - 15,969 599 16,568 - 16,568
Investment contracts 14,988 - - 14,988 5 14,993 - 14,893
Total participating contract llabilities 30,957 - - 30,857 504 31,561 - 31,561
Unit linked
Insurance contracls 1,266 38 - 1302 1,408 2,710 - 2,710
Investment contracts 33,788 18,647 - 52,435 8512 60,947 - 60,947
Total unit linked llabllities 35,054 18,683 - 53,737 9,920 63,657 - 63,657
Other non-particlpating
Insurance contracts 11,709 2,389 - 14,098 5,207 19,305 149 19,454
nvestment ¢oniracts 10 296 - 306 2,475 2,781 - 2,781
Total other non-particlpating
liabilities 11,718 2,685 - 14,404 7,682 22,086 149 22,235
Total contract liabilities 77,730 21,368 - 99,088 18,206 117,304 149 117,453

1

armounting to £365m relating to the new with profits funds created at demutualisation are disclosed within the Heritage With Prafits Fund column.

2
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Capital resources amounting to £13m in respect of other with profits funds are disclosed within the Heritage With Profits Fund column, Participating contract liabilities

The Group's banking business, Standard Life Bank ple, was sold on 1 January 2010. For the year ended 31 Decembaer 2008, its capital resources were included
within life business equity holders’ funds,
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49. Capital statement continued
UK regulated life business

SLAL's reguiatory solvency position is determined using the FSA's ‘twin peaks' approach, which requires liabilities to be valued on
both a realistic and a regulatory basis. The realistic basis removes some of the margins for prudence included in calculations under
the regulatory basis. However, it requires discretionary benefits that are not considered under the regulatory basis, such as final
banuses, to be valued. The extent to which the realistic peak is more onerous than the regulatory peak increases the amount of
the CRR.

Based on draft regulatory returns at 31 December 2010, SLAL had available capital resources of £6.7bn (2009: £5.3bn) and a
CRR of £2.9bn (2009: £2.0bn). The capital resources shown in the capital statement are based on the value of assets and
liabilities valued on a regulatory basis. However, the CRR reflects the higher value required as a result of the application of the
realistic peak.

Capital subject to constraints for the UK regulated life business of £4.4bn at 31 December 2010 (2009 £2.2bn) represents capital
resources held within long-term business funds, or in relation to other regulated entities, the amount of the CRR.

Overseas life operations

Capital rescurces of £1,413m {2009: £1,204m), which relate mainly to operations in Canada, also include operations in Asia. The
capital resources of the operations in Canada are based on local Generally Accepted Accounting Principles financial statements
adjusted where necessary to reflect the fair value of assets with a corresponding adjustment to liabilities. The Canadian regulator
sets the minimum required capital. It also requires certain assets to be held in trust to increase policyholder protection {vested
assets). As a result of the combination of the capital requirement and vested assets, the overseas life capital subject to constraints
amounted to £836m at 31 December 2010 {2009: £782m).

Other activities

At 31 December 2010, capital rescurces of £704m (2009: £550m) and capital subject to constraints of £81m (2009: £118m) relate
to the Group's investment management businesses and group corporate centre activities.

Intra-group transactions

The Group, through subsidiaries and joint ventures, provides insurance and other financial services in the UK, Canada, India and
China. Through branches, the Group also provides such services in Ireland and Germany. With the exception of the requirements
of the Scheme and the intra-group subordinated debt referred to below and the capital suppont mechanisms, there are no formal
arrangements to provide capital to particular funds or business units. Any allocations of capital would need to be approved on a
case-by-case basis by the Board.

SLAL has issued subordinated loans to the Company, which SLAL treats as capital for regulatory purposes. The Standard Life
Assurance Company of Canada has issued subordinated liabilities of £257m (2009: £236m) to the Company. During the year,
Standard Life Investments Limited repaid the subordinated liabilities of £15m that it had issued. This amount of subordinated
liabilities is included within the capital resources of that business during 2009. At Group level only subordinated liabilities issued to
external parties are included in the Group's capital resources.

Group capital requirement

The Group must also calculate a group solvency position under the Insurance Groups Directive (IGD). The IGD calculation is a
very prudent aggregate value for the Group’s capital resources. The capital held within the lang-term business funds of
approximately £4.4bn (2009: £1.9bn) is restricted to the level of the CRR of those funds of approximately £2.6bn (2009: £1.6bn).
Therefore, the Group recognises no net surplus in respect of capital within the long-term business funds.

The estimated IGD position at 31 December 2010 is shown in the Business review Section 1.5 —~ Capital and cash generation.
In respect of the Group’s IGD reporting there were no breaches of regulatory capital requirements at any time during the year.

Contract lfabilities

The process used tc determine the assumptions that have the greatest effect on the measurement of contract liabilities (including
opticns and guarantees), the quantified disclosure of those assumptions, and the terms and conditions of options and guarantees
relating to life assurance contracts that could in aggregate have a material effect on future cash flows are disclosed in Note 32 and
Note 33.

The sensitivity of contract liabilities to changes in market conditions, key assumptions and other varables, and assumptions about
management actions in response to changes in market conditions, are disclosed in Note 42.
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Movements in capital

The movements in the total capital resources shown in the capital statement are set out below.

UK regulated life business

Herltage Proprietary Life business

Total UK

With Profits  business eoquity holders regulated Overseaslife Total life Other Group

Fund funds funds life business operations business activities total
2010 £m £m £m £m £m £m £m £m
At 1 January 1,655 258 3,379 5,292 1,204 6,496 550 7,046
Methadology/modelling changes 675 4 - 679 {47) 632 - 632
Change in assumptions used to
measure life assurance contract
liabilities and experience differences (56) 8 - (48) (6) (54) - (54}
New business {16) (138) - (154) (26) (180) - (180}
tnvestment surplus 2,415 87 5 2,507 98 2,605 - 2,605
Equity holderfinter-fund transfers (71) 71 - 32 32 {32) -
Dividend transfers - {205) (205) - (205) 19 (186)
Other factors {571) k) (818) {1,358) 158 {1,200) 167 (1,033)
At 31 December 4,031 321 2,361 6,713 1,413 8,126 704 8,830

UK reqgulated life business

Heritage Proprietary Life business Total UK
With Profits business equity holders regulated Overseaslite Total life Other Group

Fund funds funds [ife business operations business activitles total
2009 £m £m £m £m £m £m £m £m
At 1 January 2,976 267 2,756 5,999 1,188 7,187 558 7,745
Methodology/modelling changes 113 12 - 125 {38) 87 87
Change in assumptions used to
measure life assurance contract
liabilities and experience differences 19 13 - 32 7 38 39
New business (20) (117) - (137) (26) (163) (163)
Investment surplus {124) 17 6 (101) 102 1 1
Equity holder/inter-fund transfers {869} (63) 932 - 16 16 (16) -
Dividend transfers - - (173) (173} - (173) 15 (158)
Other factors {440) 129 (142) {453) (45) {498) {7) __ (505)
At 31 December 1,655 258 3,379 5,292 1,204 6,496 550 7,046

Changes in assumptions used to measure contract liabilities have not had a significant impact on capital resources.

Equity holderfinter-fund transfers include the transfer of £nil (2009: £844m) from the HWPF to the Shareholder Fund in respect of

the recourse cash flows for UK and Ireland and £71m (2009: £25m) to the Proprietary Business Funds in relation to additional

expenses charged on German unitised with profits business.

Equity holderfinter-fund transfers in 2009 of £844m include £588m relating to a contingent loan agreement. In 2010, a £195m

repayment of this contingent loan was made from the Shareholder Fund to SLAL's HWPF. This loan repayment is included in other

factors.
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50. Investments in subsidiaries
The following are particulars of the Company's principal subsidiaries which are unlisted entities except where indicated:

Country of
Name of subsldiary Incorporation or resldence % of interest held Nature of business
Standard Life Assurance Limited Scotland 100 Life assurance
Standard Life Investment Funds Limited Scotland 100 Life assurance
Standard Life Investment (Holdings) Limited Scotland 100 Holding company
Standard Life Investments Limited Scotland 100 Investmant management
Standard Life (Mauritius Holdings) 2006 Limited Mauritius 100 Holding company
Standard Life Oversea Holdings Limited Scotland 100 Holding company
Standard Life Employee Services Limited Scotland 100  Employee support services
Standard Life Lifetime Mortgages Limited Scotland 100 Mortgage finance
Standard Life Pension Funds Limited Scotland 100 Life assurance
Standard Life Savings Limited Scotland 100 Investment management
Standard Life European Private Equity Trust PLC®® Scotland 51 Investment trust
The Standard Life Assurance Company 2006"? Scotland 100 Life assurance
Standard Life International Limited Ireland 100 Life assurance
The Standard Life Assurance Company of Canada Canada 100 Life assurance
Standard Life Client Management Limited Scotland 100 Direct sales
Standard Life Wealth Limited Scotland 100 Invesiment management
Vebnet {Holdings) Limited England 100 Holding company

The Standard Lite Assurance Company 2006 (formerly named The Standard Life Assurance Company) is a sole member company with Standard Lile Assurance
Limited being the sole member.

Indicates listed entity.
Indicates the entity has had a different reporting date to the Group but has been consclidated consistently at 31 December 2010,

A complete list of the Company's subsidiaries is available as an attachment to the Company's Annual Return.

In ¢certain circumstances, the Group sponsors the formation of special purpose entities primarily for the purpose of securitisation of
assets for raising finance. The Group consolidates special purpose entities when the substance of the relationship is that it controls
or has the power to control the entity. In assessing and determining whether the Group controls such special purpose entities,
judgement is made about the Group’s exposure to the risks, benefits and ability to control the operating and financial decisions of
the entity.

51. Events after the reporting period

On 11 January 2011, the Group's offer for the entire issued and to be issued share capital of Focus Solutions Group plc (Focus)
was declared wholly unconditional and therefore is the effective date of the acquisition. Focus is a provider of software and
consultancy solutions to the financial services industry, enabling its clients to automate the delivery of financiai products and
sarvices to their customers across multiple distribution channels in a rapid and efficient manner. Continued investment in
innovative technology is central to the delivery of the Group's accelerated growth strategy. The acquisition will enable the
development of new and existing propositions, enhancing the customer experience and driving greater efficiencies. The
consideration, acquisition date fair value of net assets acquired and resulting goodwill are as follows:

£m
Purchase conslideration
Cash paid 41
Loan notes issued 7
Total purchase consideration 48
Falr value of net assets acquired:
Intangible assets 22
Other assets 8
Cash and cash equivalents 1
Deferred tax assets 3
Other creditors (6)
Deferred tax liabilities (6)
22
Goodwill 26

The goodwill is atiributable to the workforce of the acquired business and its growth prospects as well as the significant synergies
expected to arise as a result of the acquisition. None of the googdwill recognised is expected to be deductible for income tax
pUrposes.
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Independent auditors’ report to the Directors of Standard Life plc on the
supplementary financial statements

We have audited the supplementary financial statements of Standard Life plc {the Group) for the year ended 31 December 2010
which comprise the European Embedded Value (EEV) consolidated income statement, the EEV consolidated statement of
comprehensive income, the EEV consolidated statement of financial position and the relevant Notes 1 to 17 (the supplementary
financial statements) which have been prepared in accordance with the EEV basis set out on pages 209 to 210 and on pages 236
to 241 and which should be read in conjunction with the audited consolidated financial statements.

Respective responsibilitles of Directors and auditors

The Directors are responsible for preparing the supplementary financiat statements in accordance with the EEV basis set out in
Notes 1 and 17. Cur responsibility, as set out in our letter of engagement dated 2 August 2010, is to audit and express an opinion
on the supplementary financial statements in accordance with applicable law and Intermational Standards on Auditing (UK and
Ireland). Those standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors. This report,
including the opinicn, has been prepared for and only for the Company's Directors as a body in accordance with our letter of
engagement dated 2 August 2010, 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.

Scope of the audit of the supplementary financial statements

An audit involves obtaining evidence about the amounts and disclosures in the supplementary financial statements sufficient to
give reasonable assurance that the supplementary financial statements are free from material misstatement, whether caused by
fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the Group's circumstances and
have been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by the
directors; and the overall presentation of the supplementary financial statements.

Oplnion on the supplementary financial statements

In our opinion, the supplementary financial statements for the year ended 31 December 2010 have been properly prepared in all
material respects in accordance with the EEV hasis set cut on pages 209 to 210 and on pages 236 to 241.

PricewaterhouseCoopers LILP
Chartered Accountants
Edinburgh

10 March 2011

(a) The supplementary financial statements are published on the website of Standard Life plc. The maintenance and integrity of the Standard
Life website is the responsibility of the Directors; the work carried out by the auditors doas not involve consideration of these matters and,
accordingly, the auditors accept no responsibility for any changes that may have occurred to the supplementary 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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EEV consolidated income statement
For the year ended 31 December 2010

Restated
2010’ 2009"
Notes £m £m
Covered business
UK 436 506
Canada 250 192
International 93 29
HWPF TVOG (8) 143
Covered business operating profit 2(a) m 870
Global investment rnanagemenlz 6(b} 33 42
UK 28 {(18)
Group corporate centre costs (54) (50)
Cther B(c) 9 -
Non-covered business operating profit{loss) 16 {26)
Operating profit before tax from continuing operations 787 844
Non-operating items
Long-term investment return and tax variances 578 70
Effect of economic assumption changes (209) (538}
Impairment of investiments in associates {1) -
Restructuring and corporate transaction expenses® (71) (52)
Other non-operating items - {9)
Consolidation adjustment for ditferent accounting bases* 51 67
Non-operating profit/{loss) before tax from continuing operatlons 348 (463)
Profit before tax from contlhuing operations 1,135 381
Tax attributable to:
Operating profit (248) (247)
Non-operating items (90) 122
Profit after tax from continuing operations 796 256
Profit after tax from discontinued operations 20 49
Total profit after tax 816 305

1

The Group's healthcare business, Standard Life Healthcare Limited, was sold on 31 July 2010 and has therefore been classifled as a discontinued operation. The
presentation of the 2009 comparatives in certain primary statements and in the corresponding notes has been reclassifled accordingly, as indicated. The Group's
bartking business, Standard Life Bank plc, was soid on 1 January 2010 and was classified as a discontinued operaticn for the yaar ended 31 December 2009. Refar
to Note 1 — Basis of preparation.

Global investment management operating profit befora tax is stated after excluding profits of £70m (2009: £33m) which have bean generated by life and pensions
business. Refer to Note 17 — EEV methcdology.

Refer to IFRS financial information Note & — Restructuring and corporate ransaction axpenses.

This adjustment reflects the removal of accounting ditferences for the Canada subordinated liability as exptained in Note 17 — EEV methadology.
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EEV earnings per share (EPS)
For the year ended 31 December 2010

Restated

2010 2009

EEV operating profit after tax from continuing operations (Em)' 538 597
Basic EPS (pence) from continuing operations 24.0 27.1
Weighted average number of ordinary shares in issue (millions) 2,242 2,201
Diluted EPS (pence) from continuing operations 23.9 271
Weighted average number of ordinary shares on a diluted basis {milllons) 2,248 2,203

' EEV operating prafit before tax from continuing operations of £787m (2009: £844m) less attributed tax on operating profit from continuing oparations of £249m

{2009: £247m).

EEV consolidated statement of comprehensive income
For the year ended 31 December 2010

Restated

2010 2009

Notes £m £m

Profit after tax 816 305
Less: Profit after tax from discontinued operations 20 49
Profit from continuing operations 796 256
Fair value (losses)/gains on cash flow hedges' {2) 1
Actuarial gains/(losses) on defined benefit pension schemes' 184 (77)
Exchange differences on translating foreign operations® 152 26
Net investment hedge’ (39) (12
Aggregate tax effect of items not recognised in income statement (59) 27
Other 9 13
Other comprehensive income/{expense) tor the pericd 245 (22)
Total comprehensive income for the perlod attributable to equity holders from continuing operations 1,041 234
Profit after tax from discontinued operations 20 49
Other comprehensive income from discontinued operations® 24 8
Total comprehensive income for the period attributable to equity holders from discontinued operations 44 57
Total comprehensive income for the period attributable to equity holders 7 1,085 291

Consistent with the IFRS consolidated statement of comprehensive income for the year ended 31 December 2010.
Exchange differences primarily relate to Canada £139m.

?  Raler to IFRS financial information Note 10 — Discontinued operations.
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EEV consolidated statement of financial position

As at 31 December 2010
31 Decomber 31 December
2010 2009
Notes £m £m
Covered business
Free surplus 1,202 925
Required capital 1,031 956
Net worth 2,233 1,881
Present value of in-force 4,277 3,775
Cost of required capital (439) (381)
Total embedded value of covered business 2(c) 6,071 5,265
Non-covered business
Global investment management 256 195
UK 27 (19}
Group corporate centre 457 388
Cther 221 255
Discontinued operations - 343
Total net assots of non-covered business 6(a} 1,205 1,163
Consolidation adjustment for different accounting bases' 45 7
Total Group embedded value 7 7,321 6,435
Equity
Share capital 228 224
Shares held by trusts {21} -
Share premium reserve 976 888
Retained earnings on an IFRS basis 1,094 685
Other reserves 1,626 1,660
Additional retained earnings on an EEV basis 3418 2,978
Total equity 7,321 6,435
' This adjustment reflects the removal of accounting differences for the Canada subordinated liability as explained in Note 17 — EEV methodology.
EEV per share
As at 31 December 2010
31 December 31 December
2010 2009
Total Group embedded value (Em) 7,321 5435
EEV per share (pence) 322 288
Diluted closing number of ordinary shares in issue {millions) 2,275 2,237

Approved on behalf of the Board of Directors on 10 March 2011 by the foliowing Directors:

Genrry Grimstone, Chairman Jackie Hunt, Chief Financial Officer
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Notes to the EEV financial information

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 ho'ders of Standard Life plc plus the present value of
future profits expected to arise fram 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 anise. Profit before tax is
derived by grossing up profit after tax at the long-term 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 afier-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 17. There have been no significant changes to EEV methodology
from that adopted in the previous reperting period, except as noted below.

Covered business
A detailed description of EEV covered business is provided in Note 17 — EEV methodology.

The regulatory basis for setting actuarial reserves and required capital has been calculated assuming the centinuation of current
regimes. Therefore, no allowance has been made for the change in reserving or required capital bases anticipated under either
Solvency 2 or from the adoption of IFRS reporting in place of local GAAP in the Canada business.

Non-covered business

Following the Group's decision o replace IFRS underlying profit with IFRS operating profit as the chosen supplementary measure
of IFRS performance, non-covered business EEV operating profit was represented by IFRS operating profit for the first time for the
six months ended 30 June 2010. See Accounting policies — Basis of preparation of the IFRS financial information for more detail.

Prior to this change, EEV operating profit for non-covered business was defined as IFRS normalised underlying profit.
Comparatives for the 12 menths to 31 December 2009 have not been restated to reflect the inclusion of non-covered business on
an IFRS operating profit basis, on the basis that a restatement would be immaterial in the context of the Group EEV operating
profit for this period.
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Notes to the EEV financial information continued

1. Basis of preparation continued
Segmentation

Under the EEV Principles and Guidance we are required to provide business classifications which are consistent with those used
for the primary statements. In the IFRS financial statements the Group's reportable segments have been identified in accordance
with the way in which the Group is structured and managed, as required under IFRS 8. The EEV segmentation has been prepared
in a consistent manner, whilst also distinguishing between covered and non-covered business. The Heritage With Profits Fund time
value of options and guarantees (HWPF TVOG) is disclosed separately in EEV, as explained n Note 2(a) — Segmental analysis —
covered business — Segmental EEV income statement.

Within the IFRS segmental analysis, UK operations primarily comprise life and pensions, UK non-covered mutual funds business
and the non-covered UK pension scheme. The Group's healthcare business, Standard Life Healthcare Limited, was sold on

31 July 2010 and has therefore been classified as a discontinued operation for the year ended 31 December 2010. The Group's
kanking business, Standard Life Bank plc, was sold on 1 January 2010. The comparatives for the year ended 31 December 2009
include both the banking and healthcare businesses as discontinued operations. UK non-covered business is shown within Note 6
— Non-covered business.

The EEV consolidated income statement presents EEV operating profit for continuing operations only and therefore excludes the
results for the discontinued operations. The presentation of the comparatives has been restated accordingly. Prior to the exclusion
of EEV operating profit from discontinued ocperations, total Group EEV operating profit before tax would have been £919m for the
12 months ended 31 Decermnber 2009.

Included within the International reponting segment are the Group's operations in Irefand and Germany, which for

31 December 2009 reporting were included in the Europe segment. Also included are the Group's business in Hong Kong and the
Group's joint venture businesses in India and China, which were previously included in the Asia segment for 31 December 2009
reporting. This change in composition of reportable segments corresponds to changes made during the reporting period to the way
in which the Group is managed and is consistent with the repertable segments in the IFRS financial information. The comparative
information for the 12 months ended 31 December 2009 has been restated accordingly.

Impact of UK legislation enacted in 2010
The impact of UK legislation enacted in 2010:

a) Reduced the corporation tax rate from 28% 1o 27% effective from 1 April 2011, and
b) Increased the rate of Value Added Tax (VAT) from 17.5% to 20% efiective from 4 January 2011

These changes have been included within our best estimate assumptions for UK corporation tax and VAT as at 31 December
2010.

In the Budget statement of 22 June 2010, the government also announced an intention to make further reductions in corporation
tax of 1% in 2012, 2013 and 2014. However, these reductions are subject to legislation in future years and have not been included
within the best estimate assumptions as at 31 December 2010.

Sensitivity analysis

The sensitivity analysis contained within Note 16 — Sensitivity analysis — economic and non-economic assumptions shows the
sensitivity of the embedded value and the new business contribution to different scenarios. The sensitivity of the embedded value
and new business contribution to a 10% fall in the market value of equity assets and a 10% fall in the market value of property
assets is disclosed separately for the first time for the results as at 31 December 2010. Prior to this, we disclosed a combined test
of the embedded value to a 10% fall in the market value of equity and propeny assets.

PVIF monetisation profile

Additional information has been included in the new Note 12 — PVIF monetisation profile to indicate the cash that may emerge in
the next five years from the in-force PVIF. This assumes that fulure experience is in line with the assumptions used to calculate the
PVIF, and ignores any future new business. The expected cash emergence is provided on both a discounted basis, equivalent to
the PVIF used within the closing EEV, and also on an undiscounted basis.

Equivalent analyses are also provided for the new business written during the year. This is based on the cash expected to emerge
from the PVIF calculated at the end of the year, and excludes all cash flows that have emerged from point of sale to end of year.

Events after the reporting period

On 11 January 2011, the Group’s offer for the entire issued and to be issued share capital of Focus Solutions Group ple (Focus)
was declared wholly unconditional and therefore is the effective date of the acquisition. Focus is a provider of software and
consultancy solutions to the financial services industry, enabling its clients to avtomate the delivery of financial products and
services to their customers across multiple distribution channels in a rapid and efficient manner. Continued investment in
innovative technology is central to the delivery of the Group's accelerated growth strategy. The acquisition will enable the
development of new and existing propositions, enhancing the customer experience and driving greater efficiencies. Refer to IFRS
financial information Note 51 — Events after the reporting period.
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2. Segmental analysis - covered business
{a) Segmental EEV income statement
This Note provides an analysis of EEV covered business as defined in Note 17 — EEV methodology.

HWPF
UK Canada International VoG Total
12 months to 31 December 2010 Notes £m £m £m £m £m
Contribution from new business 3 173 68 67 - 308
Contribution from in-force business:
Expected retum on existing business 237 142 43 - 422
Experience variances 32 16 (13} (8) 27
Operating assumption changes 44 18 19 - 81
Development expenses (30) {(10) 27) - (67)
Expected return on free surplus (20) 16 4 - -
Operating profit/{loss) before tax 436 250 93 (8) 771
investment return and tax variances 463 40 22 53 578
Effect of economic assumption changes (77) (83) 10 (59) (209)
Restructuring costs (39) [} (5) - {45)
Profit/{loss) before tax 783 206 120 (14) 1,095
Attributed tax 212) (53) (27) 4 (288)
Profit/{loss) after tax 571 153 93 (10) 807
HWPF
UK Canada International TVOG Total
12 months te 31 December 2009 Notes £m £m £m £m £m
Contribution from new business 3 139 46 28 - 213
Contribution from in-force business:
Expected return on existing business 204 132 39 - 375
Experience variances 148 4 (18) 143 217
Operating assumption changes 60 1 (3) - 68
Development expenses (18) (6) (23) - 47)
Expected retumn on free surplus (27) 5 6 (16)
Cperating profit betore tax 506 192 29 143 870
Investment return and tax variances (8) 31 47 62 70
Effect of economic assumption changes {243) (292) (13} g {539)
Restructuring costs (34) {1) {8) (43)
Profit/(loss) before tax 22 (132) 55 214 358
Aftributed tax (62 34 {15) {60) (103)
Protit/{loss) after tax 159 (98) 40 154 255

An analysis of profit after tax by territory is provided in Note 9 — Analysis of covered business EEV PVIF and net worth movements

(net of 1ax).

Operating profit before tax for covered business is calculated using the expected long-term investment retum which is based on

opening economic assumptions. 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 the HWPF includes business written by the UK, Germany and Ireland, the Group manages the risk at an
aggregate level. This is consistent with the Group's IFRS financial statements as disclosed in Note 42 — Risk management. The
results for Canada and International include the cost of the Canada and Asia businesses’ TVOG and the cost of TVOG arising on
business written outside of the HWPF in Germany.

The increase in the expected return on existing business is primarily due to higher opening PVIF and higher opening risk discount
rates.

The higher development costs of £67m in 2010 compared to £47m in 2009 reflect the increased investment in the business.
Development costs of £30m in the UK mainly relate to the investment in corporate and retail propositions and brand development.
The £27m of development costs in International include £10m that reflect the costs of developing the joint venture businesses to
build tuture growth, and £17m in the wholly owned businesses.

The negative £20m expected return on free surplus in the UK reflects the relatively low expected returns currently available on
cash assels within free surplus, along with a higher expected increase in the value of subordinated debt liabilities relative to the
expected return on the assets backing subordinated debt. The increase in the expecled return on free surplus within Canada
reflects the impact of an asset switch which resulted in more real estate within free surplus.

Profits within investment return and tax variances are largely driven by the impact of higher investment returns experienced in 2010
than had been anticipated. The UK profit of £463m includes a £43m profit from the Coniract for Differences — refer to Note 6{b) ~
Non-covered business — Global investment management EEV profils before tax. This also includes a £21m loss, in excess of the
expected returns that are included in the expected return on free surplus, arising from differences in movements of subordinated
debt liabilities and the assets that are backing the subordinated debt. The £53m profit from HWPF TVOG reflects the impact of
higher than expected returns which reduced the burnthrough risk.

Effect of economic assumption changes was a loss of £209m. The impact of assuming lower future invesiment returns generated a
loss of £426m, which included a loss of £59m reftecting higher HWPF burnthrough costs. This was partially offset by a
non-operating profit of £185m {2009: loss £214m), which is explained in Note 13 — Principal economic assumptions — deterministic
calculations — covered business. The UK result also benefited from a £30m contribution from the combined impact of a 1%
reduction in corporation tax and a 2.5% increase in the rate of VAT. Refer to Note 1 — Basis of preparation.

HWPF TVOG shows separate movemenis in investment variances and economic assumptions, whereas in practice, economic
assumption changes are highly dependent on the same factors that give rise to investment variances, for example market yields.
Therefore, the key consideration is the net effect of the two items rather than the individual items themselves. Further comments
on the movement in TVOG are provided in Note 4 — Experience variances and Note 10 — Time value of options and guarantees
(TVOG).

Restructuring expenses primarily represent the covered business costs associated with the Group's Transformation and
Solvency 2 Programmes as described in the IFRS financial information Note B — Restructuring and corporate transaction costs.

(b) Segmental analysis of movements in EEV

HWPF

UK Canada  International TVOG Total
12 months to 31 December 2010 £m £m £m £m £m
Opening EEV 3,120 1,553 658 {66) 5,265
Opening adjustmenis - - - - -
Opening adjusted EEV 3,120 1,553 658 (66) 5,265
Profit/{loss) after tax 571 153 93 (10) 807
Intemal capital transfers (15) (65) (3) - (83)
Transfer back of surplus to Standard Life Investments (47) {3) {2) (52)
Transfer back of mutual funds net worth 28 (4) - 24
Actuarial losses on defined benefit pension schemes - (20) (9) (29)
Feoreign exchange differences - 139 (5) - 134
Aggregate tax effect of items not recognised in income statement - 5 - 5
Closlng EEV 3,657 1,758 732 (76) 6,071
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HWPF

UK Canada International TVOG Total
12 months to 31 December 2009 £m £m £m £m £m
Opening EEV 3,129 1,597 626 (220} 5,132
Opening adjustments - - 33 - 33
Qpening adjusted EEV 3,129 1,597 659 (220} 5,165
Profit/{loss) after tax 159 (98) 40 154 255
Intemal capital transfers (175) @ (1) (178)
Transter back of surplus to Standard Life Investments (19) (3) (2) (24)
Transfer back of mutual funds net worth 20 (1) - 19
Actuarial (losses)/gains on defined henefit pension schemes - {16) 13 (3)
Foreign exchange differences - 71 (51) 20
Aggregate tax effect of items not recognised in income statement - 5 - 5
Other 6 - - - 6
Closing EEV 3,120 1,553 658 (66) 5,265

Internal capital transfers mainly reflect dividend transfers to Standard Life plc.

Opening adjustments in Internationa! for the 12 months to 31 December 2009 reflect the inclusion of the Asia businesses on an

EEV basis for the first time.

(c) Segmental analysis of opening and closing EEV

HWPF
UK Canada  International TVOG Total
12 months te 31 December 2010 £m £m £m £m £m
Analysis ot EEV
Free surplus 673 136 9N - 900
PVIF 2,359 962 545 (66) 3,800
Required capital 139 770 47 - 956
Cost of capital (51) (315) (25) (391)
Opening adjusted EEV 3,120 1,553 658 (66) 5,265
Analysls of EEV
Free surplus 930 226 46 - 1,202
PVIF 2,637 1,061 655 {76) 4277
Required capital 159 813 59 - 1,031
Cost of capital (69) (342) (28) - (439)
Closing EEV 3,657 1,758 732 (76) 6,071

The adjustment to opening EEV net worth and PVIF represents a change to the presentation of certain Canada GAAP guarantee
reserves. Prior to the results for the 12 months to 31 December 2010, these reserves were replaced with a time vafue of options
and guarantees (TVOG) within the Group's EEV results. In order to better align the Group's EEV net worth movement and the
Group's primary measure of performance, IFRS operating profit, these reserves are now included within the EEV net worth with an
offset in the PVIF. This change does not affect the TVOG. Total EEV operating profit for the 12 months to 31 December 2010 is

also unaffected by this adjustment.
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Notes to the EEV financial information continued

2. Segmental analysis - covered business continued
(c) Segmental analysis of oapening and closing EEV continued

HWPF
1].4 Canada International TVOG Total
12 months to 31 December 2009 £m £m £m £m £m
Analysis of EEV
Free surplus 899 154 124 - 1177
PVIF 2,173 939 528 (220) 3,420
Required capital 95 737 29 - 861
Cost of capital (38) (233) (22) - (293)
Opening adjusted EEV : 3,129 1,587 659 (220) 5,165
Analysis of EEV
Free surplus 673 161 91 - 825
PVIF 2,359 937 545 (66) 3,775
Required capital 139 770 47 - 956
Cost of capital (51) (315) {25) - (391)
Closing EEV 3,120 1,553 658 {66) 5,265

Opening adjusted EEV in International for the 12 months to 31 December 2009 reflects the inclusion of the Asia businesses on an

EEV basis for the first time.

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 17 — EEV methodology.

NBC and the present value of new business premium {PVNBP) margins are shown after the effect of required capital.

Annualised
Fee (F) - Single regular PVNBP
Spread/risk NBC  premlums premiums PVNBP PVNBEP margin’
12 months to 31 December 2010 {S/R) £m £m £m £m multiptier’ %
individual pensions® F 19 3,539 92 3,858 3.5 0.5
Savings and investments F 7 1,827 23 1,997 7.4 0.4
Annuities SR 56 341 - 3 16.5
Protection S/R - - 1 1 1.0 (12.9)
Retail 82 5,707 116 6,197 4.2 1.3
Corporate pensions’ F 45 1,225 508 3,287 4.1 1.4
Institutiona! pensions F 46 3,472 - 3,472 - 1.3
Corporate Ll 4,697 508 6,759 4.1 1.3
UK 173 10,404 624 12,956 4.1 1.3
Fee F 47 1,216 68 2,048 12.2 23
Spread/risk S/R 21 239 52 1,000 14.6 21
Canada 88 1,455 120 3,048 13.3 2.2
Wholly owned F 44 1,313 77 1,929 8.0 23
Joint ventures 23 74 119 550 4.0 4.3
Internatlonal 67 1,387 196 2,479 5.6 2.7
Total covered business 308 13,246 940 18,483 5.6 1.7

1

The PVNBP multiplier is calcutated as the total of PYNBP less single pramiums, divided by annualised regular premiums.
2

PVNBP margins are calculatad as the ratio of the new business contribution 19 the present value of new business premiums and are based on the underlying
unrounded numbers.

*  Individual pensions include Retail Trustee Investment Plan. This was previcusly included in Carporate pensions. The 2010 impact on PYNBP is £25m.
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Annualised

Fee (F) - Single regular PVNBP

Spread/risk NBC premlums premiums PVNBP PVNBP margin®

12 months to 31 December 2009 {S/R) £m £m £m £m multiplier' %
Individual pensions® F 7 3,096 79 3,388 3.7 0.2
Savings and investments F {3) 1,256 19 1,406 7.9 (0.2)
Annuities SR 76 448 - 448 171
Frotection SR - 1 2 2.0 1.9
Retail 80 4,800 99 5244 4.5 1.5
Corporate pensions® F 34 908 437 2,640 4.0 1.3
Inslitutional pensions F 25 2,253 17 2,296 2.5 1.1
Corporate 59 3,161 454 4,936 3.9 1.2
UK 139 7,961 553 10,180 4.0 1.4
Fee F 23 817 43 1,326 11.8 1.7
Spread/risk S/IR 23 415 45 1,134 16.0 2.0
Canada 46 1,232 88 2,460 14.0 1.9
Wholly owned F 17 281 58 1,430 9.5 1.2
Joint ventures* 11 72 96 478 4.2 23
International 28 953 154 1,908 6.2 1.5
Total covered business 213 10,146 795 14,548 5.5 1.5

3
4

The PYNBP muttiplier is calculated as the total of PYNBP less single premiums, divided by annualised regular premiums.

PVNBP margins are calculated as the ratio of the new business contribution {o the present value of new business premiums and are based on the undertying
unroundad numbers.

Individual pensions include Retall Trustee Investment Plan. This was previcusly included in Corporate pensions. The 2009 impact on PYNBP is £22m.

Single premiums in India have been resiated by £8m 10 reflect the reclassification of regular premiums to single premiums. The impact on regular premiums is
negative £2m, The [mpact on PVNBP for the 12 months to 31 Decamber 2009 is £2m.

4. Experience variances
HWPF

UK Canada Internatlonal TVOG Total
12 months to 31 December 2010 £m £m £m £m £m
Lapses (3 - @ - (5)
Maintenance expenses (4) 5 1 2
Mortality and morbidity 4 17 - 21
Tax (8) 9 (1) -
Other 43 (15) {(11) (8} 9
Total 32 16 (13) (8) 27

Mortality profits in Canada arise from a release of annuity reserves following an exercise to validate the policy data.

Other UK variances include a £28m gain from the impact of investment sirategy changes in the assets backing annuity business; a
£17m loss from an agreement to fund future recharges to non-covered businesses; various modelling improvements which
generated a protit of £31m; with £1m of other profits mainly arising from the impact of reserve changes and other reconciliations
and management actions. The £15m loss frem other variances in Canada arises from various reconciliations and variances. The
majority results from premium projection variances within Canada group insurance business. The £11m loss in International mainly
reflects reserving changes in the joint venture businesses.
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Notes to the EEV financial information continued

4. Experience variances continued

For the 12 months to 31 December 2009, other UK variances included a £111m benefit from reduction in market risk plus the EEV
operating profit benefit from a £63m release of deferred annuity reserves, offset by £38m of modelling changes for life business.
The £143m of other HWPF TVOG variances primarily reflected the benefits of changes in asset allocations and hedging
arrangements which reduced the HWPF burnthrough risk.

HWPF
UK Canada International TVOG Total
12 months to 31 December 2009 £m £m £m £m £m
Lapses 1 . 5 - 0]
Maintenance expenses (8) - 4 - (4)
Mortality and morbidity 2 18 {1) - 198
Tax 26 {5) B - 29
Other 127 {9 (24) . 143 237
Total 148 4 {18) 143 277
5. Operating assumption changes
HWPF
UK Canada International TVOG Total
12 months to 31 December 2010 £m £m £m £m £m
Lapses 13 - {7) - 6
Maintenance expenses 48 68 14 - 130
Mortality and morbidity (19) 12) 2 - (29)
Tax (1} - - - ("
Other 3 (38) 10 - (25}
Total 44 18 19 - 81

Positive lapse assumption changes in the UK include improved long-term assumptions for most life and pension contracts. These
changes in long-term assumptions reflect recent experience, after adjusting for the short-term impact of increased pension lapse
activity ahead of the change in the minimum retirement age. The assumption change also anticipates the short-term impact of
potential higher switching activity prior to the introduction of the Retail Distribution Review.

Expense assumption gains in the UK and in Europe reflect changes in the expense allocation for investment related expenses. The
UK figure also includes an allowance for the expected benefits on maintenance costs arising from the headcount reductions
announced during 2010, but only to the extent that these arrangements had been finalised by 31 December 2010.

Canada expense assumption profits of £68m mainly arise from improved expenses for group savings and ratirement products,
reflecting the significant growth in the business volumes during 2010,

The losses from mortality assumption changes in the UK and in Canada mainly arise from valuation and best estimate annuitant
mortality.

The other assumption changes in Canada include a £37m loss from a reduction in expected fee income in our group savings and
retirement products.

For the 12 menths to 31 December 2009, positive lapse assumption changes in UK and Canada mainly arose from the improved
persistency of pension business. The £26m loss in International reflected higher paid up assumptions in Germany and higher lapse
rates for offshore business.

HWPF

UK Canada  International TVOG Total
12 months to 31 December 2008 £m £m £m £m £m
Lapses 69 34 {26) - 77
Maintenance expenses {18) (8) 16 - (10)
Mortality and morbidity 7 4 1 - 12
Tax 1 - - - 1
Cther 1 (19) 6 - {12)
Total 60 11 (3} - 68
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6. Non-covered business

Non-covered business EEV operating prolit is represented by IFRS operating profit as adjusted for Standard Life Investments
(global investment management) took through profits and the return on mutual funds which are recognised in covered business.
Refer to Note 1 — Basis of preparation.

UK non-covered primarily comprises UK non-covered mutual funds business and the non-covered UK pension scheme. The
Graup’'s healthcare business, Standard Life Healthcare Limited, was sold on 31 July 2010 and has therefore been classified as a
discontinued operation for the year ended 31 December 2010. The Group’s banking business, Standard Life Bank plc, was sold on
1 January 2010. The comparatives for the year ended 31 December 2008 include both the banking and healthcare businesses as
discontinued operations.

{a} Segmental analysis - non-covered business

Global Other including Total non-
Investment Discontinued group corporate covered
management UK operations centre business
12 months to 31 December 2010 £m £m £m £m £m
Opening EEV net assets 195 {19) 343 644 1,163
Opening adjustments - 34 - (34) -
Opening adjusted EEV net assets 185 15 343 610 1,163
(Loss)/profit after tax 26 (9} 20 (66) (29)
Transfer back of net worth {from covered business 52 (28) - 4 28
Foreign exchange differences 2 - - 16 18
Intemal capital transters (18) 144 (387) 344 83
Distributions to equity holders - - - {278) (278)
Other n 149 24 48 220
Closing EEV net assels 256 271 - 678 1,205

The transfer back af net worth from covered business represents the transfer of profits and losses in relation to the Group's
investment management business, the UK mutual funds business (within UK non-covered, Standard Life Savings Lirnited) and the
Canada mutual funds business (within other non-covered), necessary to reconcile the opening and closing EEV net assets. For
further detail refer to Note 17 — EEV methodology under consoclidation adjustments.

The opening adjustment of £34m represents the reclassification of other non-covered to UK non-covered business during the
period.

On 15 May 2009, the Group's equity holders approved the introduction of the Scrip dividend scheme, effective for the final 2008
dividend payment onwards. Investors taking part in the Scrip scheme receive their dividend entitlement in the form of new shares
issued in lieu of cash dividends, For the 12 months ended 31 December 2010, dividends paid comprise £92m (2009: £102m)
settled by the issue of shares under the Scrip scheme, and £186m paid in cash (2009: £158m).

The other movement in the UK EEV net assets relates to the change in the UK non-covered pension scheme surplus of £214m
{2009: £73m deficit) and the associated deferred tax liability of £65m (2009: £23m deferred tax asset).

Other movements in other including group corparate centre predominantly relate to the £92m issue of share capital other than in
cash in relation to the Scrip dividend paid by Standard Life plc, offset by shares acquired by employee trusts of £35m.
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6. Non-covered business continued
(a) Segmental analysis - non-covered business continved

Global Other including Total non-

investment Discontinued group corporate covered

management UK operations centre business

12 months to 31 December 2009 £m £m £m £m £m
Opening EEV net agsets 143 31 309 672 1,155
Opening adjustments - - - - -
Opening adjusted EEV net assets 143 31 309 672 1,185
Protit/(loss) alter tax 26 (26) 49 {48} 1
Transfer back of net worth from covered business 24 (20) - 1 5
Foreign exchange differences 1 - - 5 ]
Internal capital transfers - 46 (23) 155 178
Distributions to equity holders - - - (260) (260)
Other 1 (50) 8 119 78
Closing EEV net assets 195 (19) 343 644 1,163

{b) Global investment management EEV profits before tax

Global investment management profits are included in EEV on a look through basis. This means that the profits from global
investment management generated from the life and pensions business are allocated to covered business. However, the excluded
life and pensions profits include £33m (2009: £19m) of profits relating to products which are actively marketed and sold to third
parties through global investment management distribution channels. If these profits are added to the third party profits disclosed
for non-covered business, there are £66m (2009: £61m) of third panty related profits for global investment management.

12 months to 12 months to

31 December 2010 31 December 2009

£m £m

Life and pensions look through profits before tax 70 33
Less: Third party related life and pensions profits before tax 33 19
Life and pensiong look through profits before tax excluding third party profits 37 14
Third party related lite and pensions profits before tax 33 19
Third party related profits before tax 33 42
Total third party related profits betore tax 66 61
Total EEV operating profit before tax 103 75
Non-operating items' 3 (11)
Total EEV profit before tax 106 64

' The non-gperating items for the 12 months to 31 December 2010 inctude £nil in relation to the net negative fair valua movement in respect of the liability remaining

following the restructuring of a sub-fund of the Standard Life Investments (Global Liquidity Funds) plc and the ‘Contract for Differences’ written in September 2008,
limited the liability for Standard Life Investments {2009; £9m). As at 31 December 2010, the Contract for Differences was closed at market value and all payments
had been setfled In tull. The losses for all paricds relating to the non-life net negative fair value movement and the fair value movemant of assets brought directly on
to the statement of financial position are also excluded from IFRS oparating profit along with £3m positive other non-operational adjustmants (2009: £2m).

Changes in the cost allocation methodology relating to inputs to the EEV profit calculation were introduced during 2010 together
with other minor changes. The 2009 equivalent impact of these changes is an increase of £11m in life and pensions look through
profits before tax, and a similar reduction in total third party related profits before tax. On this basis, the year-on-year growth in total
third party related profits before tax is 32%.
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(c) Other EEV operating profits before tax

12 months to 12 months to

31 Decembar 2010 31 December 2009

£m £m

Canada non-life subsidiaries 1 1)
Mutual funds transterred 1o covered business (3) (2)
Canada non-life subsidiaries excluding transfers to covered business (2) (3)
Standard Life plc income/{expense) 3 (2)
OCther 8 5
Other non-covered business EEV operating profit before tax 9 -

Canada non-life subsidiaries are included within the Canada segment of the IFRS financial statements.

Included within other are the head office costs relating to the International businesses. These costs are included within the
International segment of the IFAS financial statements.

7. EEV reconciliation of movements in consolidated statement of financial

position
12 months to 12 months to
31 December 2010 31 December 2009
£m £m
Opening EEV 6,435 6,245
Opening adjustments - 33
Opening adjusted EEV 6,435 6,278
Total comprehensive income for the period attributable to equity holders 1,085 291
Distributions to equity holders {278} {260)
Issue of share capital other than in cash 92 102
Shares acquired by employee trusts {35) -
Reserves credit for employee share-based payment schemes 18 24
Shares gifted to charity 4 -
Closing EEV 7,321 6,435

The opening adjustment for the 12 months to 31 December 2009 reflects the inclusion of the Asia businesses on an EEV basis for
the first time.

8. Reconciliation of EEV net assets to IFRS net assets

31 December 31 December

2010 2009

£m £m

Net assets on an EEV basis 7,321 6,435
Present value of in-force life and pensions business net of cost of capital {3,838) (3,384)
EEV net worth 3,483 3,051
Adjustment of long-term debt to market value (40) (101)
Canada marked to market (46) (49)
Deferred acquisition costs net of deferred income reserve 178 358
Deterred tax differences 98 157
Adjustment for share of joint ventures 35 35
Consolidation adjustment for different accounting bases' (45) {7
Cther 40 13
Nat assets attributable to equity holders on an IFRS basls 3,903 3,457

! This adjustment reflects the removal of accounting ditferances for the Ganada subordinated liability as explained in Note 17 - EEV methodology.

Reconciling items are shown net of tax where appropriate.
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9. Analysis of covered business EEV PVIF and net worth movements (net of tax)
{a} Total

PVIF net of
Free Required cost of
surplus capital Net worth capital Total
12 months to 31 December 2010 £m £m £m £m £m
Opening EEV 925 956 1,881 3,384 5,265
Opening adjustments (25) - (25) 25 -
Opening adjusted EEV 900 956 1,856 3,409 5,265
Contribution from new business (265) 45 (220} 451 23
Contribution from in-force business:
Expected return on existing business (1) 37 36 275 31
Expected return transfer to net worth 625 (59) 566 (566) -
Experience variances 35 (1) 34 {17 17
Operating assumption changes 6 (55) (49) 108 59
Development expenses (51) - (51) - (51)
Expected return on free surplus 2 - 2 - 2
Operating profit/{loss} after tax 351 (33} 318 251 569
Investment returm and tax variances 179 10 189 234 423
Effect of economic assumption changes {73) 3 (42) (110} (152)
Restructuring expenses {33) - (33} - {33)
Profit after tax 424 8 432 375 807
Intemal capital transfers (83} - (83) - (83)
Transter back of surplus to Standard Life Investments (52} - (52) - {52)
Transfer back of mutual funds net worth 24 - 24 - 24
Actuarial losses on defined benefit pension schemes (29) - (29) - (29)
Foreign exchange differences 13 67 a0 54 134
Aggregate tax effect of items not recognised in income statement 5 - 5 - 5
Closing EEV 1,202 1,031 2,233 3,838 5,071

The adjustment to opening EEV net worth and PVIF net of cost of capital represents a change to the presentation of certain
Canada GAAP guarantee reserves. Prior to the results for the 12 months to 31 December 2010, these reserves were replaced with
a time value of options and guarantees (TVOG) within the Group's EEV results. In order to better align the Group's EEV net worth
movement and the Group's primary measure of performance, IFRS operating profit, these reserves are now included within the
EEV net worth. Total EEV operating profit for the 12 months to 31 December 2010 is unaffected by this adjustment.
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PVIF net of

Free Required cost of
surplus capital Net worth capital Total
12 months to 31 December 2009 £m £m £m £m £m
Opening EEV 1,235 844 2,079 3,053 5,132
Cpening adjusiments {58) 17 (41) 74 33
Opening adjusted EEV 1,177 861 2,038 3,127 5,165
Contribution from new business (252) 64 (188) 346 158
Caontribution from in-force business:
Expected return on exisling business (1) 39 a8 236 274
Expected return transfer to net worth 579 (60} 519 {519) -
Experience variances 32 11 43 156 199
Operating assumption changes 41 (4) 37 7 44
Development expenses (36) - (38) - (36)
Expected return on free surplus (11} - (11) - (11}
Operating profit after tax 352 50 402 226 628
Investiment return and tax variances (256) 13 {243) 296 53
Effect of economic assumption changes (138) (1) {139) (255) (394)
Restructuring expenses (32) - (32) - (32)
Profit/(loss) after tax (74) 62 {12) 267 255
Internal capital transters (178) - (178) - (178)
Transfer back of surplus to Standard Life Investments 24) - (24) - {24)
Transfer back of mutual funds net worth 19 - 19 - 19
Actuarial losses on defined benefit pension schemes (3) - (3) - (3)
Foreign exchange differences (3) 33 30 (10) 20
Aggregate tax effect of items not recognised in income statement 5 - 5 - 5
Other 6 - 6 - 6
Closing EEV 925 956 1,881 3,384 5,265

For the 12 months 1o 31 December 2009, Asia businesses are included within the covered business results for the first time on an
EEV hasis. This is reflected in the opening adjustment of £33m.
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9. Analysis of covered business EEV PVIF and net worth movements (net of tax)
continued

(b} UK and HWPF TVOG

PVIF net of
Free Required cost of
surplus caplital Net worth capital Total
12 months to 31 December 2010 £m £m £m £m £m
Opening EEV 673 139 812 2,242 3,054
QOpening adjustments - - - - -
Opening adjusted EEV . 673 139 812 2,242 3,054
Contribution from new business (134} 17 {117) 242 125
Contribution from in-force business:
Expected return on existing business m 5 4 169 173
Expected return transfer to net worth 374 (3) 37 (371) -
Experience variances 34 (3) 31 (15} 16
Operating assumption changes (26) - (26) 58 32
Development expenses (21) - (21} - {21}
Expected return on free surplus (14) - {14} - {14)
Operating profit after tax 212 16 228 83 311
Investment return and tax variances 187 - 187 190 377
Effect of economic assumption changes (80) 4 (76) (23) (99)
Restructuring expenses (28) - (28) - (28)
Profit after tax 291 20 311 250 561
Internal capital ransfers (18) - (15) - (15)
Transler back of surplus te Standard Life Investments (47) - (47) - {47y
Transfer back of mutual funds net worth 28 - 28 - 28
Closing EEV 930 159 1,089 2,492 3,581
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PVIF net of

Free Required cost of
surplus capltal  Net worth capital Total
12 months to 31 December 2009 £m £m £m £m £m
Opening EEV 899 95 994 1,915 2,909
Opening adjustments - - - - -
Opening adjusted EEV 899 95 994 1,915 2,909
Contribution from new business {109} 21 (88) 188 100
Contribution from in-force business:
Expected return on existing business (1} 4 3 144 147
Expected return transier to net worth 342 (3) 339 (339) -
Experience variances 32 19 51 158 209
Operating assumption changes 19 (1) 18 24 42
Development expenses {13) - (13} - (13)
Expected return on free surplus {18) - {19) - (19)
Operating profil after tax 251 40 21 175 466
Investment return and tax variances {213) 1 (212) 251 39
Etiect of economic assumption changes (71} 3 (68) (99) (167)
Restructuring expenses (25) (25) - (25)
Profit/(loss) after tax {58) 44 {14) 327 313
Intemal capital transfers (175) (175) - (175)
Transfer back of surplus to Standard Life Investments (19) (19) - {19)
Transter back of mutual funds net worth 20 20 - 20
Other 4] 6 6
Closing EEV 573 139 812 2,242 3,054
Annual Report and Accounts 223
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9. Analysis of covered business EEV PVIF and net worth movements (net of tax)

continued
(¢} <Canada
PVIF net of
Free Required cost of
surplus capltal Net worth capital Total

12 months to 31 December 2010 £m £m £m £m £m
Opening EEV 161 770 931 622 1,553
Opening adjustments (25) - (25) 25 -
Opening ad]usted EEV 136 770 906 647 1,553
Contribution from new business (18) 20 2 48 50
Contribution from in-force business:

Expected return on existing business - 30 30 75 105

Expected return transfer to net worth 142 {60) 82 (82) -

Experience variances 14 5 19 (6) 13

Operating assumption changes 30 {55} {25) 39 14
Development expenses (8) - (8 - 8)
Expected return on free surplus 12 - 12 - 12
Operating profit(loss) after tax 172 (60) 112 74 186
Investment return and tax variances {12) 9 (3) 32 29
Eftect of economic assumption changes 4 27 N (92) (61)
Restructuring expenses (1) - (1) - (1)
Profiti{loss) atter tax 163 {24) 139 14 153
Internal capital transfers (65} - (65} - (65)
Transfer back of surplus to Standard Lite Investments (3) (3) - {3)
Transter back of mutual funds net worth (4) (4) - (4)
Actuarial losses on defined benefit pension schemes (20) {20) - (20)
Foreign exchange differences 14 &7 81 58 139
Aggregate tax effect of items not recognised in income statement 5 - 5 - 5
Closing EEV 226 813 1,039 719 1,758

The adjustment 10 opening EEV net worth and PVIF net of cost of capital represents a change to the presentation of certain

Canada GAAP guarantee reserves. Prior to the results for the 12 months to 31 December 2010, these reserves were replaced with

a TVOG within the Group's EEV results. In order to better align the Group’s EEV net worth movement and the Group's primary
measure of performance, IFRS operating profit, these reserves are now included within the EEV net worth. Total EEV operating
profit for the 12 months to 31 December 2010 is unaffected by this adjustment.
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PVIF net of

Free Required cost of
surplus capital Net worth capltal Total
12 months to 31 December 2009 £m £m £m £m £m
Opening EEV 154 737 891 706 1,597
Opening adjustments - - - -
Opening adjusted EEV 154 737 891 706 1,597
Contribution from new business (38) 35 (3) 37 34
Contribution from in-force business:
Expected return on existing business 34 34 64 88
Expected return transfer to net worth 132 {60) 72 (72) -
Experience variances 14 {14) - 3 3
Operating assumption changes 15 {3) 12 (5)
Davelopment expenses 4) - 4 (4
Expected return on free surplus 3 - 3 3
Operating profit/{loss) after tax 122 (8) 114 27 141
Investment returmn and tax variances (43} 9 (34) 12 (22)
Effect of economic assumption changes (60) {4) (64) {152) (216)
Restructuring expenses (1) - (1 [UN
(Loss)/profit after tax 18 (3} 15 {113) (98)
Intemnal capital transfers 2 - @ 2)
Transfer back of surplus to Standard Life Investments (3) - (3 3}
Transfer back of mutuat funds net worth (1) {1} - (1)
Actuarial losses on defined benefit pension schemes (16) (16} - {16}
Foreign exchange differences 6 36 42 29 T
Aggregate tax effect of items not recognised in income statement 5 5 - 5
Closing EEV 161 770 931 622 1,553
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9. Analysis of covered business EEV PVIF and net worth movements (net of tax)
continued

{d) International

- PVIF net of
Free Required cost of
surplus capltal Net worth capital Total

12 months to 31 December 2010 £m £m £m £m £m
Opening EEV 91 47 138 520 658
QOpening adjusiments - - - - -
Opening adjusted EEV 3] 47 138 520 658
Contribution from new business (113) 8 (105) 161 56
Contribution from in-force business:

Expected return on existing business - 2 2 31 33

Expected return transfer to net worth 109 4 113 {(113) -

Experience variances (13) (3) (16) 4 (12)

Operating assumption changes 2 - 2 11 13
Development expenses (22) - (22) - (22)
Expected return on free surplus 4 - 4 - 4
Operating profit({loss) after tax (33} 11 {22) 94 72
Investment return and tax variances 4 1 5 12 17
Effect of economic assumption changes 3 - 3 5 8
Restructuring expenses (4) - (4) - (4)
Profit/{loss) atter tax (30) 12 {18) 111 93
Intemnal capital transfers (3) - {3) - @)
Transfer back of surplus to Standard Life Investments (2) - (2} - 2)
Actuarial losses on defined benefit pension schemes (9) - (9) - 9)
Foreign exchange differences (1) - (1) (4) (5)
Closing EEV 46 59 105 627 732
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PVIF net of

Free Required cost of
surplus capital Net worth capital Total
12 months to 31 December 2009 £m £m £m £m £m
Opening EEV 182 12 194 432 626
Opening adjustments (58) 17 {41) 74 33
Opening adjusted EEV 124 29 153 506 659
Contribution from new business (105) 8 a7 121 24
Contribution from in-force business;
Expected return on existing business - 1 1 28 29
Expected return transter to net worth 105 3 108 {108} -
Experience variances (14) ] (8) (5) (13)
Operating assumption changes 7 - 7 (12) (5}
Development expenses (19) - (19) - (19)
Expected return on free surplus 5 - 5 - 5
Operating profit/(loss) after tax (21} 18 (3) 24 21
Investment return and tax variances - 3 3 33 36
Effect of economic assumption changes N - (7} (4) (11}
Restructuring expenses {6) - {6} - {6)
Protit/{loss) after tax (34) 21 {13) 53 40
Intemal capital transiers (n - (Y - (1}
Transfer back of surplus to Standard Life Investments (2) - 2} - (2}
Actuarial gains on defined benefit pension schemes 13 - 13 - 13
Foreign exchange differences (S) (3) (12} {39) (51)
Closing EEV 91 47 138 520 658

For the 12 months to 31 December 2009, Asia businesses are included within the covered business results for the first time on an
EEV basis. This is reflected in the opening adjustment of £33m.
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10. Time value of options and guarantees (TVOG)
31 December 31 December

2010 2009

£m £m

UK and Europe HWPF (76) {66)
Canada (26) (23)
Intemnational {17} (17)
Total {(119) (106}

The UK and Europe HWPF TVOG reflects the value of shareholder exposure to the policyholder guarantees within the HWPF. The
value of this exposure has increased by £10m during 2010, with the favourable impact of better than expected invesiment
performance over the year being offset by the effect of modelling changes and, in particular, the effect of a downward shift in the
yield curve.

11. Market value of subordinated liabilities within covered business
31 December 31 December

2010 2009

£m £m

UK (1,682) (1,682)
Canada (302) (244)
Total (1,984} (1,926)

Subaordinated liabilities within EEV covered business are based on the market value of the debt. The free surplus shown in Note
2(c) — Segmental analysis — covered business — Segmental analysis of opening and clesing EEV is net of these liabilities.

The £58m increase in the Canada subordinated debt liability includes £23m from currency movements.

The impact of these movements is reflected in non-operating profit in the UK and Canada as shown in Note 2(a) — Segmental
analysis — covered business — Segmental EEV income statement. For Canada, however, this has been offset by the Group EEV
consolidation adjustment in respect of Canada subordinated debt liability, as shown in the EEV consolidated income statement.
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12. PVIF monetisation profile

The following tables show the PVIF emergence on a discounted and undiscounted basis along with a reconciliation to the total
closing PVIF as disclosed in Note 2(c) — Segmental analysis — covered business — Segmental analysis of opening and closing
EEV, and the PVIF net of cost of capital impact from new business as disclosed in Note 9 — Analysis of covered business EEV

PVIF and net worth movements (net of tax).

{a) PVIF emergence

In-force business Discounted Undiscounted

PVIF Cash emerging in first 5 years Cash emerging In first 5 years
At 31 December 2010 £m £m % fm %
UK 2,637 1,348 51 1,566 34
Canada 1,087 379 35 461 14
Intemational 672 356 53 401 37
Total 4,396 2,083 47 2,428 27
New business Discounted Undiscounted

PVIF Cash emerging in first 5 years Cash emarging In first 5 years
At 31 December 2010 £m £m % £m %
UK 249 109 44 129 28
Canada 55 15 27 18 12
Intemational 169 101 60 110 44
Total 473 225 48 257 30

(b) Reconciliation to closing PVIF

In-force business

Reconciliation of discounted PVIF

“PVIF TVOG Total
At 31 December 2010 £m £m £m
UK 2,637 (76) 2,561
Canada 1,087 (286) 1,061
Internaticnal 672 {(17) 655
Total 4,396 (119) 4,277
* See also Note 2(c) — Segmental analysis — covered business — Segmental analysis of opening and closing EEV.
New business Reconciliation of discounted PVIF
PVIF Cost of capital TVOG Total
At 31 December 2010 £m £m £m £m
UK 249 (€3] - 242
Canada 55 (7 - 48
International 169 4) (4) 161
Total 473 (18) (4) 451

* See also Note 9 — Analysis of covered business EEV PVIF and net worth movements {net of tax).

As outlined in Note 1 — Basis of preparation, the Group's EEV results do not include any allowance for changes to the reserving or
required capital bases anticipated under future reparting or regulatory regimes. The PVIF monetisalion profile therefore excludes
changes anticipated from the adoption of IFRS reporting in place of local GAAP in the Canada business, and also the regulatory

changes under Solvency 2.
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13. Principal economic assumptions - deterministic calculations - covered
business

(a} Gross investment returns and expense inflation

UK Canada Europe

At 31 December 2010 Yo % %
Gross investment returns
Risk free 3.49 3.29 2.96
Corporate bonds 408" - n/a
Equities 6.49 8.60 5.96
Property 5.49 8.60 4.96
Other
Expense inflation: 3.95 -

Germany 2.29

Ireland 3.01

Excludes corporate bond returns on annuities. For annuities in UK equity holder funds, the overall investment return, after allowing for assumed defaults, is 4.91%
tor annuities that are level or subject to fixed escalations and 4.02% for annuities where ascalations are linked to a price index.

Current holdings are assumed to yield in future years the eamed rate for the year preceding tha valuation. Future reinvestments are assumed to be in govemment
bands.

0.691% in 2011. The rate in subsequent years is based cn a8 maving 30-year bond yield less a 3% deduction,

UK Canada Europe

At 31 December 2009 % % %
Gross investment returns
Risk free 4.1 3.85 3.39
Corporale bonds 47" b n/a
Equities 7.1 8.60 6.39
Property 6.11 8.60 5.39
Other
Expense inflation: 3.97 i

Germany 2.62

Irefand - 3.34

Excludes corporate bond retums on annuities. For annuities in UK equity holder funds, the overall investment return, after allowing for assumed defaults, is 5.36%
far annuities that are level or subject to fixed escalations and 4.11% for annyities where escalations are linked to a price index.

Current holdings are assumed to yield in future years the eamed rate for the year preceding the valuation. Future reinvestments ars assumed to ba in gevernment
bonds.

1.367% in 2010. The rate in subsequent years is based on a moving 30-year bond yield less a 3% deduction.
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(b} Risk discount rates - in-force business

UK Europe
UK equity holder Europe equity holder
HWPF owned funds Canada HWPF owned funds
At 31 December 2010 % % % % %
Risk margln - in-force business
Risk margin before cost of capital adjustment:
Market risk 1.80 1.60 2.60 1.80 1.60
Non-market risk 1.80 1.60 2.80 1.80 1.60
Total 3.60 3.20 5.40 3.60 3.20
Cost of capital adjustment - (0.50} {1.80) - {0.50)
Risk margin atter cost ot capital adjustment 3.60 2.70 3.60 3.60 2.70
Risk discount rates — in-force businass
Risk free 3.49 3.49 3.29 2.96 2.86
Risk margin 3.60 2.70 3.60 3.60 2.70
Risk discount rate’ 7.09 6.19 6.89 6.56 5.66

Using the value of in-force business as weights, the average risk discount rates for UK and Europe were 6.73% and 6.10% respectively. The weighted average for
Europe includes an allowancs for Standard Life International Limited (SLIL} which uses the same risk discount rate assumptions as UK business.

UK Europe
UK equity holder Europe equity holder
HWPF owned funds Canada HWPF owned funds
At 31 December 2009 % % % % %
Risk margin — in-force business
Risk margin before cost of capital adjustment:
Markst risk 1.80 1.50 2.50 1.80 1.50
Non-market risk 1.70 1.80 2.80 1.70 1.80
Total 3.50 3.30 5.30 3.50 3.30
Cost of capital adjustment - {0.50) (2.00) - (0.50)
Risk margin after cost of capital adjustment 3.50 2.80 3.30 3.50 2.80
Risk discount rates — in-force business
Risk free 4.11 41 3.85 3.39 3.39
Risk margin 3.50 2.80 3.30 3.50 2.80
Risk discount rate’ 7.61 6.91 7.15 6.89 6.19

' Using the value of in-force business as weights, the average risk discount rates for UK and Europe were 7.38% and 6.56% respectively. The weighted average for

Europe includes an allewance for SLIL which uses the same risk discount rate assumptions as UK business.

Changes in market risk margins generally arise from changes in the mix of business and asset allocations. In Canada, the market
risk is also impacted by the relative mevements in the returns assumed on equities and property compared 1o risk free.

During 2010, management action in Canada resulted in less equities and properties being used to back fixed liabilities. If this
action had not been taken, the market risk margin in Canada would have been 0.2% higher. The impact of this reduction in the risk
disceunt rate was a profit of £40m, which is reported through Canada other operating assumption changes as reported in Note
2(a) — Segmental analysis ~ covered business — Segmental EEV income statement.

The impact of the other changes in risk discount rates has been included in the effect of economic assumption changes shown in
Note 2(a) — Segmental analysis — covered business — Segmental EEV income statement. The amount that relates to the changes
in risk discount rate is a total of £185m, arising from UK: profit £156m; Canada: profit £7m; and International: profit £22m. These
profits reflect the benefit of reduced risk discount rates which are mainly driven by reductions in risk free rates.
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Notes to the EEV financial information cantinued

13. Principal economic assumptions - deterministic calculations - covered

business continued
{c} Risk discount rates - new business

UK Europe
UK equity holder Europe equity holder
HWPF owned funds Canada HWPF owned funds
12 months to 31 December 2010 % Y% % % Y
Risk margin — new business
Risk margin before cost of capita! adjustment:
Market risk 1.80 1.50 1.40 1.80 1.50
Nen-market risk 0.50 1.60 1.90 0.50 1.60
Total 2.30 3.1¢ 3.30 2.30 3.10
Cost of capital adjustment - (0.40) (0.70) - (0.40)
Rlsk margin after cost of capital adjustment 2.30 2.70 2.60 2.30 2.70
Risk discount rates — new business
Risk freg’ 411 411 3.85 3.39 3.39
Risk margin 2.30 2.70 2.60 2.30 2.70
Rigk discount rate® 6.4 6.81 6.45 5.69 6.09

1

2009.
H

average for Europe includes an allowance for SLIL which uses the samae risk discount rate assumptions as UK business.

As the new business contribution is caleulated using stant of period economic assumptions, the risk free rates shown here represant market yields at 31 December

Using the value of in-force for new business as weighis, the average risk discount rates for UK and Europe were 6.77% and 6.31% respectively. The weighted

UK Europe
UK equity holder Europe equity holder
HWPF owned funds Canada HWPF owned funds
12 months to 31 December 2009 %o % % % %
Risk margin — new business
Risk margin betore cost of capital adjustment:
Market risk 1.70 1.40 1.50 1.70 1.40
Non-market risk 0.50 1.80 1.80 0.50 1.80
Total 2.20 3.20 3.40 2.20 3.20
Cost of capital adjusirent - {0.40) (0.20) - (0.40)
Risk margin after cost of capital adjustment 2.20 2.80 3.20 2.20 2.80
Risk discount rates — new business
Risk free' 3.42 3.42 3.07 2.95 295
Risk margin 2.20 2.80 3.20 2.20 2.80
Risk discount rate’ 5.62 6.22 6.27 5.15 5.75

1

2008,
2

average for Europe includes an allowance for SLIL which uses the same risk discount rate assumptions as UK business.
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As the new business contribution is caleulated using star of period economic assumptions, the risk free rates shown here represent market yields at 31 December

Using the value of in-force tor new business as weights, the average risk discount rates for UK and Europe were 6.11% and 5.83% respectively. The weighted




(d)} International - Asia

The PVIF and cost of required capital of the Asia businesses is calculated using a 'risk neutral’ approach whereby projected
investment returns and discount rates are based on risk free rates. The risk free rates used were:

31 Decamber 31 December

2010 2009

% %

India 6.81 7.50
China 3.92 3.66
Hong Kong 1.55 2.45

As a result of this risk neutral approach there is no requirement to hold a market risk margin within the risk discount rate.

Non-market risk has been allowed for via a specific deduction to the PVIF, based on a non-market risk ‘cost of capital’ approach.

This has reduced the PVIF at 31 December 2010 by £28m (2009: £21m). Similarly, the 2010 pre-tax NBC has been reduced by

£18m (2009: £12m) as an allowance for non-market risk.

14. Principal economic assumptions - stochastic calculations

The tevel of the TVOG is generally calculated using a stochastic projection. This requires 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 17 — EEV methodology.

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 account index

Gross redemption yield term structure

Equity total return index

Property total return index

Gilt total return index

Corporate bond total return index

Equity dividend yields

Property rental yields

* Price inflation

« Earnings inflation

The ESG allows option-pricing techniques to be used to value the TVOG.

Parameters used in ESG

Cash and bond returns
These variables are calibrated using the repo rates and government strips.

Inflation
This variable is calibrated based on the relationship between the real and neminal yield curves.

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

Property returns

As there is no liquid property option market, a best estimate of property retum volatility is used. The property volatility is estimated

from adjusted Investment Property Databank UK data.

Dividend and rental yields
Dividend yields are derived from current market observable yields (FTSE All Stocks for UK and Ewo Stoxx 50 for Europe).

Rental yields are derived from rental income on our actual perifolio of property {(with three month lag).
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Notes to the EEV financial information continued

14. Principal economic assumptions - stochastic calculations continued

Swaption-implied volatilities
The implied volatility is that required in order that the price of the option calculated via the Black-Scheles Formula equals the
market price of that option.

The model swaption-implied volatilities are set out in the fallowing 1able:

31 December 2010 31 December 2009
UK Sterling Swap term (years) Swap term (years)
Option term (years) 10 15 10 15
10 14.4% 14.2% 14.5% 14.3%
15 14.5% 14.3% 14.6% 14.5%
20 14.2% 13.9% 14.5% 15.2%
25 13.6% 13.3% 15.6% 17.5%

31 December 2010 31 December 2009
Euro Swap term (years) Swap term (years)
Option term {years) 15 20 15 20
10 15.5% 15.1% 18.0% 15.5%
15 15.0% 14.4% 15.4% 15.4%
20 13.5% 12.8% 15.0% 15.8%
25 12.6% N/A 16.6% N/A

Equity-implied volatilities
The imptied volatility is that required in order that the price of the option calculated via the Black-Scholes Formula equals the
market price of that option.

The model equity-implied volatilities are set out in the following table:

UK equitles

Term (years) 31 Decomber 2010 31 December 2009
10 25.4% 26.6%
15 26.7% 26.6%
20 27.4% 26.9%
25 28.4% 28.0%

European equities
Term (years)

10 25.8% 27.1%
15 27.9% 27.7%
20 28.0% 28.6%
25 29.6% 30.0%

Property-implied volatilities
Property-implied volatilities have been set as best estimate levels of volatility based on historic data.

For the UK and Eurcpe, the model is calibrated to property-implied volatility of 15% for 31 December 2010 and 15% for
31 December 2009.

Note 10 — Time value of options and guarantees {TVOG) also shows the value of TVOG in Canada and International, which are in
addition to the HWPF TVOG. Where material, these values are also calculated using ESG similar to that used for the HWPF TVOG
calculation.
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15. Foreign exchange

A description of the approach to the currency translation for foreign entities is provided in Note 17 — EEV methodology.

The principat exchange rates applied are:

Closing Average to Closing Average to

31 December 31 December 31 December 31 December

Local currency: £ 2010 2010 2009 2009
Canada 1.556 1.605 1.693 1.778
Europe 1.167 1.165 1.126 1.118
India 70.007 70.803 75.148 75.388
China 10.317 10.477 11.025 10.649
Hong Kong 12171 12.032 12.5622 12.086

16. 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

» |nterest rates 1% higher and lower than base case, with consequential changes in fixed interest asset values, reserving
assumplions, risk discount rates and investment returns on equities and properties

* 10% fall in market value of equity assets
* 10% fall in market value of property assets

* 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 montality and morbidity rates for annuitant and non-annuitant policies

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

Embedded value:
HWPF

UK Canada International TVOG Total
31 December 2010 £m £m £m £m £m
Embedded value 3,657 1,758 732 (76) 6,01
Risk discount rate +1% {175) {148) (44) - (367)
Risk discount rate -1% 202 184 50 - 436
Interest returns +1% 3 13 1) 19 28
Interest returns -1% 1 (76) (10) (74) (149)
Fall in equity market values by 10% {162) (30} (21) (2) (215)
Fall in property market values by 10% (16) (52) (2) {5) (75)
Maintenance expenses -10% 120 94 10 - 224
Lapse rates -10% 111 118 14 (8} 236
Annuitant mortality -5% {57) (45) (4) - (1086)
Non-annuitant mortality -5% 12 54 2} (2} 62
Prescribed minimum capital - 71 - i

The sensitivity of the Canada embedded value as shown above includes the effect of changes in the market value of the
subordinated liability. Whilst Group EEV is adjusted for the different subardinated debt valuation bases used for covered and non-
covered business as explained in Note 17 — EEV methodology, the impact of these sensitivities on the Group EEV consolidation

adjustment is not included in this sensitivity analysis.
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Notes to the EEV financial information continued

16. Sensitivity analysis - economic and non-economic assumptions continued
New business contribution:

HWPF

UK Canada [International TVOG Total
12 months to 31 December 2010 £m £m £m £m £m
New business contribution 173 68 67 - 308
Risk discount rate +1% (25) (10) (10) - (45)
Risk discount rate -1% 29 12 10 - 51
Interest returns +1% (2) (2) 4} - (5)
Interest returns -1% 2 1 (8) - (5)
Fall in equity market values by 10% (23) (10) (5) - {38)
Fall in property market values by 10% (1) - - - )]
Maintenance expenses -10% 18 14 3 - 35
Lapse rates -10% 13 11 5 - 29
Annuitant mortality -5% 2) - - . (2)
Non-annuitant mortality -5% - 7 - - 7
Prescribed minimum cagital - 2 - - 2

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 demographic 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 ocne ancther.

17. 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, unless otherwise stated.

The Group’s covered business is its life assurance and pensions businesses in the UK, Canada and International (Germany
including Austria, Ireland, Hong Kong and joint venture businesses in China and India), as well as the current and future profits and
losses from Standard Life Investments arising on its management of funds relating 1o the life and pensions businesses.

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
s Mutual funds sold by the UK business

Canada covered business also includes mutual funds.

International covered business consists of:

¢ The Group’s Germany branch of Standard Life Assurance Limited (SLAL)

* The Group’s Ireland branch of SLAL

* The Group's offshore bond business, which is sold by SLIL

* The Group’s business in Hong Kong (Standard Life Asia Limited)

* The Group's share of results in the joint venture in India, HDFC Standard Life Insurance Company Limited, at 26% for the 12
months to 31 December 2010 (during the 12 months to 31 December 2009: 26%)

¢ The Group's share of results in the joint venture in China, Heng An Standard Life Insurance Cempany Limited, at 50% for the 12
months to 31 December 2010 (during the 12 months o 31 December 2009: 50%)

The Group's non-covered business predominantly consists of the third party global investment management business of Standard
Life Investments, Standard Life ple, the non-covered business of Standard Life Savings Limited, other non-life and pensions
entities and the Group’s UK pension scheme. The Group’s healthcare business, Standard Life Healthcare Limited, was sold on 31
July 2010 and the banking business, Standard Life Bank plc, was sold on 1 January 2010. Both businesses have been classified
as discontinued operations.

Non-covered business EEV operating profit is represented by IFRS operating profit as adjusted for Standard Life Investments
(global investment management) lock through profits and the return on mutual funds which are recognised in covered business.
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Consolidation adjustments

Covered business includes the profits and losses arising from non-covered businesses providing investment management and
other services to the Group's life and pensions businesses. As a result, the profits and losses on an IFRS basis have been
removed from the relevant non-covered segments {investment management, UK non-covered and cther non-covered) and are
instead included within the EEV results of the covered businesses.

The capitalised value of the future profits and losses from such service companies are included in the opening and closing
embedded vatue for the relevant business, but the net assets remain within the relevant non-covered businesses. A transfer of
profits from the covered business to the non-covered business is deemed to occur in order 1o reconcile the profits and losses
arising in the financial period within each segment with the opening and closing EEV net assels.

The consolidation adjustment to remove the impact of the accounting differences for the Canada subordinated liability is explained
in mere detail under subordinated liabilities within the EEV methodology.

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 in the EEV methodology.

Allowance is made for external reinsurance and reinsurance within the Group. The cash flows include the profits and losses arising
in Group companies providing global 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 in
the EEV methodology.

Free surplus

The free surplus is the market value of any assets allocated 1o, 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 10 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

+ Allowing for TVOG

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
morgages, 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. Benefils
of diversification between risk types are allowed for in deriving the risk margins in line with our internal capital model.
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Notes to the EEV financial information continued

17. EEV methodology continued

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
palictes 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 13 — Principal economic assumptions —
deterministic calculations — covered business.

In Asia, the PVIF and cost of required capital is calculated using a ‘risk neutral’ approach whereby projected investment returns
and discount rates are based on risk free rates. As a result, there is no need for an additional market risk margin in the discount
rate. Non-market risk is deducted directly from the PVIF using a ‘cost of capital’ approach on the risk capital arising from the key
sources of non-market risk. For the Asia businesses, this methodology would give a similar result to the methodology used in the
UK, Europe and Canada since the calibration of a risk discount rate would have allowed for the market and non-market risks.

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.

The levels of required capital are reviewed in detail once a year.

We have set required capital to be the higher of regulatory capital and our cwn internally assessed risk-based capital requirement.
In determining the required capital for the purposes of assessing EEV, the Group excludes any 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 assels in the equity holders’ funds. As part of the annual assessment,
projections of the expected surplus in the HWPF, on best estimate assumptions, are carried out to assess whether this is sufficient
to cover the level of required capital in respect of the HWPF.

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

s 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

e Canada — the leve! of required capital is taken as 150% of minimum continuing capital and surplus requirements (MCCSR)

* Asia - required capital is based on the focal statutory capital requirements

The cost of required capital has been calculated using assumptions consistent with those used in the value of in-force (VIF)
calculations.

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 Europe business relate 1o with profits
business and include minimum guaranieed 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

» 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
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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

¢ Changes in policyholder behaviour are allowed for according to the particular ecenomic scenario

* Changes in management aclions, 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)

¢ Each projection allows for the gradual release of the residual estate aver time 1o policyholders where there are sufficient funds
o do so

UK and Europe

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 resocurces of these with-profits tunds 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
tor Europe.

An adjustment is made to allow for TVOG arising on a selection of guaranteed annuity benefits on unit linked and smoothed-
managed businesses within Germany.,

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

Asia

The TVOG in the Asia businesses within Intematicnal arises from guarantees and options given to with profits business written in
India and Ghina. ’ :

Other economic assumptions

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

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

The Group's offshore business, which is scld by SLIL, is included within International results but has the same economic
assumptions as UK covered business.

Details of the assumptions used for this reparting period are pravided in Note 13 — Principal economic assumptions — deterministic
calculations — covered business.

Non-economic assumption changes

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 restructuring have been excluded frem 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.

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

Annual Report and Accounts 239




Notes to the EEV financial information continued

17. EEV methodology continued

Restructuring and corporate transaction expenses for covered and non-covered business are consistent with those identified in the
IFRS operating profit adjustments and primarily represent costs in relation to the Group's Transformation and Scivency 2
Programmes, and transaction costs in relation to the sale of Standard Life Healthcare Limited and Standard Life Bank plc. Refer to
the IFRS financial information Note 8 — Restructuring and corporate transaction expenses for further detail.

Acquisition costs used within the calculation of the NBC reflect the full acquisition expenses incurred in writing new business in the
period.

Expenses - penslon scheme deficits

Pension scheme deficits have been included in accordance with International Accounting Standard (IAS) 19 Employee Benefits.
IFRIC 14 IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction was adopted by the
Group from 1 January 2008. The interpretation provides guidance on assessing the limit in 1AS 19 Employee Benefits on the
amount of any surplus that can be recognised as an asset and explains how the pension asset or liability may be affected by a
statutary or centractual minimum funding requirement.

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.

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.

New business

Definition of new business
New business Includes new policies written during the period and some increments 1o 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

Deparntiment 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

¢ 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 leve! of future premium indexation. Similary, it is assumed
that premiums on ‘low start’ policies increase at the end of the low start period.

For Ireland, new business is determined as follows:

New contracts written during the period are included as new business

New premiums on recurrent single premium contracts are included as new business

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

All increments and indexations to existing policies, including new members, and increments and indexations paid by existing
members of group schemes, are deemed teo be new business

*« & & & 9

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,

(i) non-contractual but reasonably predictable, or (i} recurrent single premiums that are pre-defined and reasonably predictable.
The present value of future net income attributable to renewa! 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.

For the Asia businesses, new business is defined as that arising from the sale of new contracts during the reporting period. The
value of new business includes the value of expected renewals on those new contracts.
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New business contribution (NBC)

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 equivatent rates of tax for other countries. NBG is calculated as at the end of the reporting
periad.

The economic assumplions 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 exceplion to this policy is annuity business in the UK and Ireland where, to ensure consistency
between the economic assumptions used in the NBC 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, and the asset
allocations are those used in the pricing basis.

Present value of new business premiums (PVNBP)

New business sales are expressed as the PVNBP. The PVYNBP calculation is equal to 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 projeclion 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.

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 long-term 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.

During 2009, a loan was made to the HWPF by Standard Life plc, repayment of which is contingent on the emergence of recourse
cash flows and surplus in the HWPF (contingent loan agreement). A transfer to equity holders was then made to transfer the
remaining unallocated surplus to equity holders without equity holder tax arising. As a result of this the market risk associated with
unailocated surplus was reduced. Future transfers to equity holders from the HWPF will, in the first instance, take the form of
repayments under the contingent loan agreement. Such transfers can be made without equity holder tax arising for a number of
years. Over time the aclual effective tax rate on these transfers to equity holders 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 {labilities

The liabilities in respect of the UK subordinated guaranteed bonds and Mutual Assurance Capital Securities plus the subordinated
debt issued by Canada form part of covered business and have been deducted at market value within the EEV. The Canada
subordinated fiability is owned by a non-covered subsidiary of the Group, where the asset is valued on an amortised cost basis.
Total Group EEV has been adjusted to exclude the difference between the market value and the amortised cost value of the
Canada subordinated liability.

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

Forelgn exchange

Embedded value and other items within the statement of financial position denominated in foreign currencies have been translated
to Sterling using the appropriate closing exchange rates. NBC and other items within the income statement have been translated
using the appropriate average exchange rates. Gains and losses arising from foreign exchange differences on consolidation are
presented separately within the EEV consclidated statement of comprehensive income. Details of the exchange rates applied are
provided in Note 15 — Foreign exchange.

Annual Report and Accounts 241




Independent auditors’ report to the members of Standard Life pic

We have audited the Company financial statements of Standard Life plc for the year ended 31 Degember 2010 which comprise the
Company income statement, the Company statement of comprehensive income, the Company statement of financial position, the
Company statement of changes in equity, the Company statement of cash flows, the accounting policies and the related notes.
The financial reporting framework that has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union.

Respective resgonsibilities of Directors and auditors

As explained more fully in the Directors’ responsibilities statement set out on page 56, the Directors are responsible for the
preparation of the Company financial statements and for being satisfied that they give a true and fair view. Qur responsibility is to
audit and express an opinion on the Company financial statements in accordance with applicable law and International Standards
on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for
Auditors.

This reponrt, including the opinions, has been prepared for and only for the Company’s members as a bady in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, 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.

Scope of the audit of the financlal statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by fraud or error. This includes an
assessment of: whether the accounting policies are appropriate to the Company’s circumstances and have been consistently
applied and adequately disclosed; the reasonableness of significant accounting estimates made by the directors; and the overall
presentation of the financial statements.

Opinion on financial statements

In our opinion the Company financial statements:

+ Give a true and fair view of the state of the Company's affairs as at 31 December 2010 and of its profit and cash flows for the
year then ended

» Have been properly prepared in accordance with IFRSs as adopted by the European Union

* Have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companles Act 2006

In our opinion:

* The part of the Directors' remuneration report to be audited has been properly prepared in accordance with the Companies Act
2006

+ The information given in the Directors’ report for the financial year for which the Company financial statements are prepared is
consistent with the Company financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, in our

opinion:

+ Adequate accounting records have not been kept by the Company, or returns adequate for our audit have not been received
from branches not visited by us; or

« The Company financial statements and the part of the Directors’ remuneration report to be audited are not in agreement with the
accounting records and retumns; or

» Certain disclosures of Directors’ remuneration specified by law are not made; or
» We have not received all the information and explanations we require for our audit.
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Other matter
We have reported separately on the consolidated financial statements of Standard Life plc for the year ended 31 December 2010.

Lindsay Gardiner (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Edinburgh

10 March 2011

(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 statement of comprehensive income
For the year ended 31 December 2010

2010 2009

Notes £m £m
Revenus
Net investment return A 474 332
Total revenua 474 332
Expenses
Administrative expenses B 95 84
Interest payable on subordinated liabilities 113 115
Total expenses 208 159
Profit betore tax 266 133
Income tax credit F 18 17
Profit for the year 284 150
Other comprehensive income for the year -
Total comprehensive income for the year 284 150

The Notes on pages 248 to 267 are an integral part of these financial statemants.
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Company statement of financial position

As at 31 December 2010
2010 2009

Notes £m £m
Assots
Investments in subsidiaries G 4,948 4,964
Investments in associates and joint ventures H 68 69
Loans to subsidiaries 1,297 1,370
Derivative financial assets K 25 3
Equity securities and interests in pooled investment funds J 23 25
Debt securities J 1 12
Receivables and other financial assets L 57 53
Other assets M 19 7
Cash and cash equivalents N 377 302
Total assets 6,820 6,805
Equity
Share capital (0] 228 224
Shares held by trusts P (25) -
Share prermium reserve Q 976 888
Retained earnings R kg 274
Other reserves S 3,405 3,493
Total squity 4,960 4,879
Llabilities
Subordinated liakilities u 1,799 1,832
Deferred tax liabilities | 4 3
Derivative financial liabilities K 25 4
Other financial liabilities vV 32 87
Total llabilitles 1,360 1,926
Total equity and liabilitios 6,820 6,805

Approved on behalf of the Board of Directors on 10 March 2011 by the following Directors:

Gerry Grimstone, Chairman

The Notes on pages 248 to 267 are an integral part of these financial statements.

Jackie Hunt, Chief Financial Officer
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Company statement of changes in equity

For the year ended 31 December 2010

Shares Share

Share held by  premium Ratalned Other Total

capital trusts reserve sarnings reserves equity

2010 £m £m £m £m £m £m
1 January 224 - 888 274 3,493 4,879
Profit for the year - - 284 " 284
Other comprehensive income for the year - - - - -
Total comprehensive income for the year - - 284 - 284
Issue of share capital other than in cash 4 - 88 - - 92
Reserves credit for employee share-based payment schemes - - - 18 18

Transfer 1o retained earnings for vested employee share-based
payment schemes - 5 (5} -
Shares acquired by employee trusts (95) - - - {35)
Shares distributed by employee trusts 10 - - {10} -
Transfer between reserves on disposal of subsidiary - 86 (86) -
Dividends and appropriations - - (273) (5} (278)
31 December 228 (25) 976 376 3,405 4,960
Share :

Share  premium Retained Other Total

capital reserva earnings raserves equity

2009 £m £m £m £m £m
1 January 218 792 376 3,477 4,863
Profit for the year - - 150 150
Other comprehensive income for the year - - -
Total comprehensive income for the year - - 150 150
Issue of share capital other than in cash 6 96 102
Reserves credit for employee share-based payment schemes - - 24 24

Transter to retained earnings for vested employee share-based

payment schemes - - 8 (8) -
Dividends and appropriations - - {260) - (260)
31 December 224 888 274 3,493 4,879

The Notes on pages 248 to 267 are an integral part of these financial statements.
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Company statement of cash flows
For the year ended 31 December 2010

2010 2009
Notes £m £m
Cash flows from operating activities
Profit before tax 266 133
Fair value movements on equity securities, debt securities and derivatives A (5} (2)
Gain on disposal of subsidiary A (47)
Dividend income from subsidiaries A {286) (180)
Interest income on loans to subsidiaries A (80) (89)
Distributions from equity instruments A (53) (50
Interest payable on subordinated liabilities 113 115
Net foreign exchange losses on investment activities A - 3
Movements in operating assets and liabilities (32) 108
Net cash flows from operating activities {129) 28
Cash flows from investing activities
Loans repaid by subsidiaries 15 30
Loans to associates - (1}
Acquisition of subsidiaries (25) -
Disposal of subsidiaries 138 124
Capital injections into existing subsidiaries (49) {20)
Interest received on loans to subsidiaries 102 104
Distributions from equity instruments 53 50
Dividends received from subsidiaries 286 190
Sale of equity securities, debt securities and derivatives 12 3
Acquisition of investments in associates and joint ventures (6) (9)
Net cash flows from Investing activities 531 499
Cash flows from financling activities
Dividends paid (186) (158}
Interest paid (111} (112)
Funding of shares acquired by trusts (35) -
Net cash tlows from financing activities (332} (270}
Net increase In cash and cash equivalents 75 257
Cash and cash equivalents at the beginning of the year N 302 45
Cash and cash equivalents at the end of the year N 377 302
Supplemental disclosures on cash flows from operating activitles
Interest received A 2 3
The Notes on pages 248 to 267 are an integral part of these financial statements.
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Accounting policies
(a) Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) issued by

the International Accounting Standards Board (IASB) as endorsed by the European Union (EU), with interpretations issued by the
International Financial Reporting Standards Interpretations Committee and with those parts of the Companies Act 2006 applicable
to companies reperting under IFRS.

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

(a)(i) New standards, interpretations and amendments to published standards that have been adopted by the
Company

The Company has adopted the following amendments to IFRSs, International Accounting Standards {IASs} and interpretations
which are effective from 1 January 2010 and management considers that the implementation of these amendments and
interpretations has had no significant impact on the Company's financial statements:

* |FRS 3 Business Combinations (revised)

e |AS 27 Consolidated and Separate Financial Statements (revised)

Improvements to IFRSs 2009

Amendments to IFRS 2 Share-based Payment — Group Cash-settled Transactions

Amendments to IAS 39 Financial Instruments: Recognition and Measurement — Eligible hedged items
e |FRIC 17 Distributions of Non-Cash Assets to Owners

* |FRIC 18 Transfers of Assets from Customers

{a)(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 2011 or later periods. The Gempany has not early adopted the
standards, amendments and interpretations described below:

IFRS 9 Financial Instruments on classification and measurement {effective for annual periods beginning on or after

1 January 2013)

IFRS 9 will replace |AS 39 Financial Instruments: Recognition and Measurement. IFRS 9 allows only two measurement categories
for financial assets: amortised cost and fair value. All equity instruments are measured at fair value. A debt instrument is
measured at amortised cost only if it is held to collect contractual cash flows and the cash flows represent principal and interest,
otherwise it is measured at fair value through profit or loss (FVTPL). For financial fiabilities designated as at FVTPL, changes in
the fair value due to changes in the liability's credit risk are recognised directly in other comprehensive income. Financial liabilities
that are neither held for trading nor elected to be held at FVTPL are measured at amortised cost. Financial fiabilities that are held
for trading are measured at FVTPL. The standard has not yet been endorsed by the EU.

Amendment to 1AS 32 Financial Instruments: Preseniation (effective for annual pericds beginning on or after

1 February 2010)

The amendment addresses the accounting for rights issues (rights, options or warrants) that are denominated in a currency other
than the functional currency of the issuer. Previously such rights issues were accounted for as derivative liabilities and the
amendment requires that, provided certain conditions are met, such rights issues are classified as equity regardiess of the
currency in which the exercise price is denominated.

Amendment to 1AS 24 Related Party Disclosures (effective for annual periods beginning on or after 1 January 2011)
The amendment removes the requirement for government-related entities to disclose details of all transactions with the
government and other government-related entities. It also clarifies and simplifies the definition of a related party.

Improvements to IFRSs published in May 2010
The publication amends six standards and one IFRIC.

Disclosures: Transfers of Financial Assets — Amendments to IFRS 7 Financial Instruments: Disclosures (effective for
annual periods beginning on or atter 1 July 2011}

The aim of the amendment is to promote transparency in the reporting of transfer transactions and improve users' understanding
of the risk exposures relating 1o transters of financial assets and the effect of those risks. The amendment has not yet been
endorsed by the EU.
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Deferred Tax: Recovery of Underlying Assets — Amendments to IAS 12 income Taxes (effective for annual periods
beginning on or after 1 January 2012)

Currently 1AS 12 requires that the measurement of the deterred tax relating to an asset is dependent upon whether it is expected
that the carrying amount of the asset will be recovered through use or sale. This amendment introduces an exception to the
existing principle for the measurement of deferred tax assets or liabilities arising on investment property measured at fair value. As
aresult of the amendments, SIC 21 Income taxes ~ recovery of revalued non-depreciable assets would no fanger apply to
investment properties carried at fair value. The amendment also incorporates into IAS 12 the remaining guidance previously
contained in SIC 21, which is accordingly withdrawn. The amendment has not yet been endorsed by the EU.

IFRIC 19 Extinguishing Financial Liabilities with Equity instruments (effective from the beginning of the earliest
comparative period presented, for annual periods beginning on or after 1 July 2010)

The interpretation clarifies the accounting treatment in the situation where an entity renegotiates the terms of its debt resulting in
the liability being extinguished through the debtor issuing its own equity instruments to the creditor. A gain or loss is recognised in
the statement of comprehensive income based on the fair value of the equity instruments compared to the carrying amount of the
debt.

tajfiil)Interpretations to existing standards that are not yet effective and not relevant for the Company’s operations

Amendment to IFRIC 14 Prepayment of a Minimum Funding Requirement (etfective for annual periods beginning on or
after 1 January 2011)

The amendment to IFRIC 14 IAS 19 — The Limit on a Defined Benefit Asset, Minimumn Funding Requirements and their Interaction
removes an unintended consequence of IFRIC 14 related to voluntary pension prepayments when there is a minimum funding
requirement.

(a){lv) Critical accounting estimates and judgement In applying accounting policies

The preparation of financial statements, in conformity with Generally Accepted Accounting Principles (GAAP), requires
management to make estimates and assumptions and exercise judgement in applying the accounting policies that affect the
reported ameunts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses arising during the year. Estimates and judgements are conlinually evaluated and based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the circumstances. The areas
where judgements, estimates and assumptions have the most significant effect on the amounts recognised in the financial
statements are as follows:

* Fair value determination of financial instruments at fair value through profit or loss — refer to (h) and Note AA
* Impairment testing — refer to (e}, () and Note W

{b) Subsidiaries, assoclates 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. The existence and effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Company controls another entity.

Assoclates are entities over which the Company has significant influence but not contral, 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 aclivity, which is subject to joint control
arising from contractual agreement.

Investments in associates and joint ventures are initially recognised at cost and subsequently held at cost less any impairment
charge.

The Company uses the acquisition method of accounting for the acquisition of subsidiaries. The consideration transferred in a
business combination is measured at fair value at the acquisition date and is calculated as the sum of the acquisition date fair
values of the assets transferred, the liabilities incurred and the equity interests issued. Acquisition-related costs are expensed
when incurred.

The Company has Iwo 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 lhrough 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. Investment submdnanes are
held at FVTPL since they are managed on a fair value basis.

Invesiments in subsidiaries include loans 1o subsidiaries that meet the definition of equity instruments. Refer to (g) for more
information on the measurement of loans to subsidiaries.
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Accounting policies contimsed

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

Fareign 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 lranslation at year end exchange rates of monetary assets and liabilities denominated
in foreign currencies are recognised in the statement of comprehensive income.

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

{d) Revenue recognition

Gains and losses resulting from changes in bolh market value and foreign exchange on investments classified as at FVTPL,
including investment income received (such as dividends and interest payments), are recognised in the stalement of
comprehensive income 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
statement of comprehensive income.

For loans measured at amortised cost, interest income recognised in the statement of comprehensive income is calculated using
the effective interest rate (EIR) method.

Dividend income and distributions from securities that are classified by the issuer as equity instruments are recognised in the
statement of comprehensive Income 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 reporting date. An impairment loss is recognised in the
statement of comprehensive income for the amount by which the asset’s carrying amount exceeds ils 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 maney 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 belangs.

{(f) Income tax

The income 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 statement of comprehensive income or equity as appropriate.

Deferred tax is provided using the statement of financial position 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 tempaorary 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.

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 wili reverse in the foreseeable future and the timing of the reversal of that difference cannot
be controlled.

Deferred tax is recognised in profit for the period except when it relates to items recognised in other comprehensive income, in
which case it is credited or charged directly to equity through the statement of comprehensive income.

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

{(g) Loans

Loans 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 at FVTPL. Financial assets classified as loans
include deposits with credit institutions and loans to subsidiaries when the loan is classified as a financial liability by the
subsidiary.

Loans are initially measured at fair value plus directly attributable transaction costs. Subsequently, they are measured at
amortised cosl, using the EIR method, less any impairment losses. Revenue from financial assets classified as loans is
recognised in the statement of comprehensive income 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 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 tinancial assets in the group. The Company first assesses whether objective evidence
of impairment exists individually for financial assets that are individually significant.
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If there is objective evidence that an impairment loss has been incurred on loans 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 ariginal
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 statement of comprehensive income. Subsequent recoveries are credited
1o the statement of comprehensive income.

(h) Equity securities, debt securities and derivatives

Management determines the classification of equity securities, debt securities and derivatives at initial recognition. The Company
has designated its equity securities and debt securities as at FVTPL. Equity securities and debt securities are designated as 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 porifolio 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 equity securities, debt securilies 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 statement of comprehensive income.

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.

Where a valuation technigue 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
uncbservable 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 untess 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 1AS 18 Revenue and the best estimate
of the expenditure required to meet the obligations under the contract at the reporting date, determined in accordance with 1AS 37
Provisions, Contingent Liabilities and Contingent Assels.

(k} 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. Cash and cash equivalents are categorised for measurement purposes as
{oans and receivables and are therefore measured at amortised cost. For the purposes of the statement of cash flows, cash and
cash equivalents also include bank overdrafts, which are included in borrowings on the statement of financial position.
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Accounting policies continued

() Equity
{1)(}) Share capital and shares held by trusts

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 cosls 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 excluded from the consideration transterred.

If the Company purchases any of its equity instruments, the instruments are recognised at cost in the statement of financial
position and 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.

(1}{ii} Merger reserve

If the Company issues shares at a premium and the conditions for merger relief under section 612 of the UK Companies Act 2006
are met, a sum equal to the difference between the issue value and nominal value is transferred to a 'merger reserve’.

(m) 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 statement of comprehensive income 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.

(n) 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 actuariat calculations.

The sponsoring employer for the defined benefit scheme is Standard Life Assurance Limited (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. 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.

(o) 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 less than probable but greater than remote and the amount cannot be
reasonably estimated.

(p) 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.
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(q) 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 annual performance shares to all eligible employees when the Group’s profit targets are met. Further details of the
schemes are set out in Note 47 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 compensalion 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. Market vesting conditions are included in the calculation of the fair value of the instruments at the date of
grant, while non-market vesting conditicns are included in assumptions about the number of instruments that are expected to vest.
The charge in respect of the services received is recharged by the Company to the subsidiary which receives the services of the
employees.

it the equity instruments granted vest immediately, the employees become uncenditionally 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 in equity.

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 correspanding credit to the equity compensation
reserve in equity.

At the time the equity instruments vest, the amount recognised in the equity compensation reserve in respect of those equity
instruments is transferrad to retained earnings.

(r} 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 fo 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
transterred control of the asset

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

Financial assets and liabilities are offset and the net amount reported in the statement of financial position 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. When financial assets and liabilities are offset, any related interest income and expense is
offset in the statement of comprehensive income.
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Notes to the Company financial statements
A. Netinvestment return

2010 2009
£m £m
Interest and similar income
Cash and cash equivalents 2 3
Loans to subsidiaries 80 89
Other 1 1
83 93
Income from subsidiary undertakings
Dividend income 286 190
Distributions from equity instruments 53 50
339 240
Gain on disposal of subsidiary 47 -
Foreign exchange losses on [nstruments other than at fair value through profit or loss - (3)
Galns/(losses) on financial instruments
Equity securities and interests in pooled investment funds [ ] (3)
Debit securities - 3
Derivative financial instruments 1 8
5 2
Net investment return 474 332
B. Administrative expenses
2010 2009
Notes £m £m
Staff costs and other employee-related costs Cc 68 68
Other administrative expenses 27 16
Total administrative expenses 95 84
C. Staff costs and other employee-related costs
2010 2009
Notes £m £m
The aggregate remuneration payable in respect of employees was:
Wages and salaries 57 58
Social security costs 5
Pension costs D 6
Total staff costs and other employee-related costs 68 68

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

Information in respect of Directors’ remuneration is provided in Note 48 of the consolidated financial statements and the audited

section of the Directors' remuneration report on pages 72 to 85.

Details of the employee share-based payment schemes operated by the Group are given in Note 47 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 paricipating UK companies. The sponsoring employer for the
defined benefit scheme is Standard Life Assurance Limited {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 2010 were £6m (2009: £5m).

Further information on the Group’s pension schemes is given in Note 38 of the consolidated financial statements.

E. Auditors’ remuneration

fn 2010, auditors’ remuneration amounted to £0.4m (2009: £0.4m) in respect of the audit of the Company's financial statements.
Auditors’ remuneration for services other than the statutory audit of the Company is disclosed in Note 7 of the consolidated
financial statements.

F. Taxcredit

{a) Current year tax credit

2010 2009

£m £m

Incorne tax credit — UK 198 18
Deferred tax expense arising from the current period (1) (2)
Total incoms tax credit 18 17

From 1 April 2011, the UK corporation tax rate will be reduced from 28% to 27%. This rate change has been included in the
calculation of deferred tax. The 2010 Budget siatement also announced the government's intention to make further reductions to
corporation tax. These reductions have not been included in the calculation of deferred tax as they are subject to legislation being
enacted in future years.

The Company has surrendered some of its tax losses to a subsidiary undertaking for no payment, resuiting in an effective
increase in tax of £5m (2009: £nil).

The aggregate tax effect of items charged direclly 1o equity is £nil (2009: £nil),
{b} Reconciliation of tax credit

2010 2009
£m £m
Profit before tax 266 133
Tax at UK corporation tax rate of 28% (2009: 28%) (74) (37)
Dividends not subject to UK corporation tax 80 53
Non-taxable profit on safe of subsidiary 13 -
Permanent difierences (1) 1
Total Income tax credit 18 17

G. Investments in subsidiaries
2010 2008
£m £m

Investments in subsidiaries:

Measured at cost 4,948 4,964
Tota! Investments In subsidiaries 4,948 4,964

Details of the Company’s principal subsidiaries are given in Note 50 of the censolidated financial statements.

On 12 March 2010, the Company purchased, for £25m in cash, a further 74% stake in the intermediary support services business,
threesixty LLP, having held a 25% stake in the firm since May 2007. The remaining 1% was acquired by SLESL on 12 March
2010. It is considered that this agreement will further strengthen the Group’s understanding of advisers and what the Group can
do to further meet their needs and requirements in the future. The factors giving rise to the goodwill recognised from the
acquisition include acquired customer relationships expected to arise as a result of the acquisition. None of the goodwill
recognised is expecied to be deductible for income tax purposes.
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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 assoclate reglslralion % interest held
At 31 December 2010
Tenet Group Limited England 253

At 31 December 2009

Tenet Group Limited England 23.0
Threesixly Services LLP England 25.0
RSM BJ FM Group Limited England 20.0

The Company disposed of its interest in RSM BJ FM Group Limited on 9 September 2010.

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

Country of Incorporation or

Name of joint venture reglstration % Interest held
At 31 December 2010
Heng An Standard Lite Insurance Company Limited China 50.0

At 31 December 2009
Heng An Standard Life Insurance Company Limited China 50.0

I. Tax assets and liabilities

2010 2009

£m £m

Deferred tax liabilities 4 3
Total tax liabilities 4 3

There are no tax assets or current tax liabilities.

The Company has surrendered the benefit of some of its tax losses to underying subsidiaries for a consideration of £19m

(2009: £17m) which will be receivable within one year. The remaining losses have been surrendered for no consideration.
Accordingly, no tax losses are available for carry forward. The Company has provided deferred tax amounting to £4m (2009: £3m)
in respect of unrealised gains on equity securities.

Recognised deferred tax

2010 2009
£m £m
Deferred tax liabilitles comprise:
Unrealised gains on investments (4) (3)
Net deferred tax liabllitles {4) {3)
Movaments In deferred tax liabilitles comprise:
At 1 January (3) (n
Amounts charged tc net profit 1) (2)
At 31 December {4) (3)
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]. Financial investments

2010 2009
MNotes £m £m
Financial investments at fair value through profit or loss:
Classified as held for trading:
Derivative financizl instruments designated as held for frading K 25 3
Total financial investments ctassified as held tor trading 25
Designated upon recognition:
Equity securities and interests in pooled investment funds 28 25
Debt securities 1 12
Total financial investments deslgnated upon initlal recognition 29 37
Total financial investments at fair value through profit or loss 54 40
Loans and receivables:
Loans to subsidiaries 1,297 1,370
Receivables and other financial assets L 57 53
Cash and cash equivalenis N 377 302
Total loans and receivables 1,731 1,725
Total financilal investments 1,785 1,765

The amount of debt securities expected to be recovered or settled after more than 12 months is £1m {(2009: £2m). Due to the
nature of the equity securities and interests in pooled investment funds, there is no fixed term associated with these securities.

K. 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, to reduce credit risk or to achieve efficient portfolic management. These instruments are
designated as held for trading in the Company's financial statements.

Included within derivative financial instruments held for trading are certain forward foreign exchange contracts which at Group
level hedge part of the currency translation risk of net investments in forelgn operations. For details refer to Note 22 of the
consolidated financial statements.

2010 2009
Contract Fair value Falr value Contract Fair value Fair value
amount assets liabilities amount assels liabilities
£m £m £m £m £m £m
Foralgn exchange derivatives:
Forwards 1,314 25 (25) 470 3 (4)
1,314 25 (25) 470 3 (4)

The derivative liabilities of £25m (2009: £4m} are expected to be settled within 12 months. The derivative assets of £25m
(2009: £3m) are expected to be recovered within 12 months.
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L. Receivables and other financial assets

2010 2009

£m £m

Due from related parties 24 4
Collateral pledged in respect of derivative contracts 21 -
Other 12 12
Total receivables and other financlal assets 57 53

The amount of receivables and other financial assets expected to be recovered after more than 12 months is £nil (2009: £11m).

M. Other assets

2010 2009
£m £m
Due from related parties 19 7
Total other assets 19 7
The carrying amounis disclosed above reasonably approximate the fair values at the year end.
The amount of other assels expected to be recovered after more than 12 months is £nil (2009: £nil).
N. Cash and cash equivalents
2010 2009
£€m £m
Demand and term deposits with original maturity of less than three months 17 223
Debt investments with less than three months to maturity from date of acquisition - 79
Other shorl-term invesiments 360 -
Total cash and cash equivalents 377 302

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 money market funds, which are subject to a mixture of fixed
and variable interest rates.

0. Share capital

Details of the Company's share capital are given in Note 26 of the consolidated financial statements.

P. Shares held by trusts

Shares held by trusts represenis the Company’s funding of the Employee Share Trust (EST) in relation to the acquisition of shares
of the Company for delivery to employees under various employee share schemes.

Further details of the shares acquired and distributed by the EST are given in Note 27 of the consolidated financial statements.

Q. Share premium reserve

Details of the premium arising on the shares issued by the Company are given in Note 28 of the consolidated financial
statements.
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R. Retained earnings

2010 2009

Notes £m £m

At 1 January 274 376
Profit for the year attributable to equity holders 284 150
Cividends and appropriations (273) {260)
Transter from equity compensation reserve for vested employee share-based payments S 5 8
Transter between reserves on disposal of subsidiary S 86 -
At 31 Dacember 376 274

Details of the dividends paid during the year by the Company are provided in Note 13 of the consolidated financial statements.
Note 13 also includes information regarding the final dividend proposed by the Directors for the year ended 31 December 2010.

S. Reconciliation of movements in other reserves

Equity

Merger compensation Speclal
reserve reserve reserve Total
Notes £m £m £m £m
At 1 January 2010 3,194 a3 266 3,493
Reserves credit for employee share-based payment schemes - 18 - 18
Vested employee share-based payments — shares issued - (5) - (5)
Vested employee share-based payments — shares purchased - (10} - (10)
Transter between reserves on disposal of subsidiary (86) - (886)
Dividends and appropriations - - (5) (5)
At 31 December 2010 3,108 36 261 3,405
At 1 January 2009 3,194 17 266 3,477
Reserves credit for employee share-based payment schemes - 24 - 24
Vested employes share-based payments — shares issued - (8) - {8)
At 31 December 2009 3,194 33 266 3,493

Dividends and appropriations of £5m paid during 2010 were treated as a deduction from the special reserve. The remaining

dividends and appropriations of £273m paid during 2010 were treated as a deduction from retained earnings. In total, dividends
and appropriations amounted to £278m in 2010. Dividends of £260m paid during 2009 were treated as a deduction from retained

earnings.

Further information on these reserves is given in Note 30 of the consolidated financial statements.

T. Financial liabilities

2010 2009
Notes £m £m
Financial liabilities at fair value through profit or loss:
Classified as held for trading:

Derivative financial instruments designated as held for trading K 25 4
Total financial llabllitles classified as held for trading 25 4
Total financial liabilities at falr value through profit or loss 25 4
Financial liabilities measured at amortised cost:

Subordinated liabilities 1,799 1,832

Other financial liahilities Vv 32 87
Total financtal llabilitles racognised at amortised cost 1,831 1,919
Tota! financlal llabilities 1,856 1,923
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U. Subordinated liabilities

2010 2008
£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 660 682
Mutual Assurance Capital Securities:
6.546% £300,000,000 fixed rate perpetual 315 315
5.314% €360,000,000 fixed/floating rate perpetual 322 333
Total subordinated liabllitles 1,799 1,832

The principal amount of subordinated liabilities is expected to be settled after more than 12 months. The accrued interest on
subordinated liabilities of £71m (2009: £72m) is expected to be settled within 12 months.

Furthar information on the terms and conditiens of the subordinated liabilities is given in Note 37 of the consolidated financial
statements.

V. Other financial liabilities

2010 2009

£m £m

Due to related parties 15 68
Other 17 19
Total other financlal llabilities 32 87

All other financial liabilities are expected to be settled within 12 months.

W. Risk management
(a} Overview

An overview of the Group risk management framework and policies is provided in Note 42 of the consalidated financial
statements.

The Company is exposed to market, credit and liquidity risks.

(b) Market risk

The Group defines market risk as the risk that arises from the Group's expesure to market movements which could result in the
value of income, or the value of financial assets and financial liabilities, or the cash flows relating to these, fluctuating by different
amounts.

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 money
market, foreign exchange, derivative financial instruments and subordinated liabilities. The Company is also exposed to
fluctuations in the equity securities markets, changes in the value of its holdings and the return on those holdings.
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Market risk is managed through the Group market risk policy. The Cempany 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 invesiments are generally held in the currency of its operational geographical locations, principally to assist with
matching of liabilities. However, an 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. The Company has no significant exposure to foreign
exchange fluctuations.

Derivative instruments may also be utilised to reduce risk arising from exposure 1o fluctuations in interest rates and equity indices.
Transactions in derivatives are listed on a regufated 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 analysis of market risk exposure presented can be reconciled to the Company’s total assets as follows:

2010 2009

£m £m

Financia! investments 1,785 1,765
Investments in subsidiaries 4,948 4,964
Investments in associates and joint ventures 68 69
Other assels 19 7
Total assels 6,820 6,805

The Group manages 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 table provides infarmation regarding the market risk exposure of the Company at 31 December 2010 and
31 December 2009, showing diversification by asset type and geographic region.

The geographic classification for loans and cash and cash equivalents is determined by the currency of the underlying financial
instruments.

Gaography
UK Continental Europe Canada Total

2010 2009 2010 2009 2010 2009 2010 2009

£m £m £m £m £m £m £m £m

Debt securities 1 11 - 1 - - 1 12
Equity securities 28 25 - - - - 28 25
Loans 315 330 982 1,040 - - 1,297 1,370
Cash and cash equivalents 373 300 3 2 1 - a7 302
Derivative financial assets 25 3 - - - - 25 3
742 669 985 1,043 1 - 1,728 1,712

Receivables and other financial assets 57 53
Financial Invastments 1,785 1,765

The market risk exposure to foreign currency assels is either matched by liabilities held in the same currency or managed using
derivative financial instruments.
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W. Risk management continued

(b} Market risk continued
(b){(11) 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 refation to the Company’s most significant market risk exposures. The sensitivity analysis has been performed by
calculating the sensitivity of profit after tax and equity to changes in equity security prices and to changes in interest rates as at
the reporting date, assuming other assumptions remain unchanged. When illustrating the impact of equity risk, the expectations of
corporate earnings remain unchanged. Correlation 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.

Equity Interest
+20% “20% +10% -10% +1% 1%
2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009
£m £m £m £m £m £m £m £m £m £m £m £m
Impact on profit after tax
and equity 6 5 (6) (5) 3 3 (3) {3) 3 2 (3} (2)

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 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, and this mix is being actively managed. The
resulis of the sensitivity analysis may also have been different from those illustrated had the tests been applied at a date other
than the reporting date.

{c}) Creditrisk

The Group defines credit risk as the risk of exposure to loss if a counterparty fails 1o 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 mortgage, bond and swap spreads.

Credit risk is managed through the Group credit risk 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, maximum counterparty exposure limits are used for financial instruments where the Company has
significant credit risk.

For cash and cash equivalents, the Company maintains exposures within limits that are set with reference to internal credit
assessments. For derivative financial instruments, maximum counterparty exposure limits, net of collateral, are set with reference
to internal credit assessments. The forms of collateral that may be accepted are also specified and minimurm transfer amounts in
respect of collateral transfers are documented. No credit limits are set in respect of loans to subsidiaries, where the main
exposure is to Standard Life Assurance Limited, a wholly owned subsidiary undertaking, with long-term ratings of A+ from
Standard & Poors' and A1 from Moody's. Any loans to subsidiaries require approval from the Group Enterprise Risk Management
Commitiee prior to being transacted.

{c){i} Credit exposure of financial assets

The following table provides an analysis of the quality of financial assets exposed {o credit risk, 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 generally classified as not rated,
which includes assets such as loans to subsidiaries.
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The total amount in the table below represents the Company's credit exposure to financial investments (excluding equity
securities) at the year end without taking into account any collateral held.

Loans to Receivables
subsidiaries Cash and cash Derivative and other
Debt securitles  and assoclates equivalents financlal assets financial assels Total

2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009

£m £m £m £m £m £m £m £m £m £m £m £m

AAA - 1 - - 360 49 - - - - 360 50
AA - - - - 2 106 - - - - 2 106
A - 10 - - 15 147 - - . - 1§ 157
Not rated 1 1 1,287 1,370 - - 25 3 57 53 1,380 1,427
Total 1 12 1,297 1,370 377 302 25 3 57 53 1,757 1,740

Cash and cash equivalents classified as AAA include the Company's investments in money market funds. These funds are not
rated by an external agency but are internally rated as AAA investments.

Assets are deemed to be past due when a counterparty has failed to make a payment when contractually due. An allowance
account is not used by the Gompany to record separately the impairment of assets by credit losses. Instead, the carrying amouint
of an asset subject to any impairment charge is directly reduced by the amount of the impairment. At the reporting date, all
financial assets were neither past due nor impaired.

At 31 December 2010, the Company had pledged £21m cash as collateral for derivative financial liabilities (2009: £nil).
(d) Liquidity risk

The Group defines liquidity risk as the risk that the business units are unable to realise investments and other assets in order to
settle their financial obligations when they fall due, or can do so only at excessive cost.

Liquidity risk is managed through the Group liquidity and capital management 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 value of financial assets held which are neither quoted nor
regularly traded en a recognised exchange and maintenance of a portfolio of committed bank facilities (none of which are
currently drawn),

Liquidity risk is managed by the Company in consultation with the central Group capital management function, which incorporates
treasury management. The Company is alse responsible for the definition and management of the contingency funding ptan which
operates on a continuous basis and is fully documented.

{d){i) Maturity analysis

The cash flows payable by the Company under its financial liabilities are analysed in the table that follows by remaining
contractual maturities at the reporling date.

The amounts shown are the contractual undiscounted cash flows. In respect of derivative financial instruments, the analysis
presents the net effect of all cash flows of derivative financial instruments expecled to be settled on a gross basis and the cash
flows of derivative financial liabilities that are expected to be settled on a net basis.
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W. Risk management continued
{(d) Liquidity risk continued
{d}{i} Maturity analysls continued

Within 1 1-5 5-10 10-15 15-20  Greater than No contractual

year years years years years 20 years maturity date Total
2010 £m £m £m £m £m £m £m £m
Subordinated liabilities 111 1,271 567 169 568 - - 2,686
Derivative financial instruments - - - - - - - -
Cther liabilities 32 - - - - - - 32
Total 143 1,271 567 169 568 - - 2,718
2009
Subordinated liabilities 113 1,033 604 488 801 - - 2,839
Derivative financial instruments - - - - - - - -
Cther liabilities 87 - - - - - - 87
Total 200 1,033 604 488 601 - - 2,926

The Company ensures that it can meet its financial obligations as they fall due by maintaining suitable levels of liquid assets. The
obligations arising from subordinated liabilities are offset by receipts arising from loans to subsidiaries and investments in
subsidiaries.

X. Contingent liabilities, indemnities and guarantees
{a} Legal proceedings and regulations

The Company, like other financial organisations, is subject to legal proceedings and complaints in the normal course of its
business. While it is not practicable to forecast or determine the final results of all pending or threatened legat proceedings, the
Directors do not believe that such proceedings (including litigation} will have a material effect on the results and financial position
of the Company.

{b) Issued share capital

The Scheme of Demutualisation of The Standard Life Assurance Company {SLAC) sets a 10-year time limit, ending in 2016, 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.

(c) Guarantees

During 20098, the Company provided an indemnity te the Standard Life Unclaimed Asset Trust {UAT) to cover any expenses,
damages, losses and costs that cannot be recovered from the assets held within the UAT. The indemnity is for a maximum of
£30m and gave rise to a liability of £nil at 31 December 2010 (2009: £nil).

Y. Commitments

Under the trust deed in respect of the Group’s UK defined benefit pension scheme, SLESL (the principal employer) must pay
contributions to the 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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Z. 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. The year end balances arising from

such transactions are as follows:

2010 2009
Notes £m £m
Due from ralated parties:
Subsidiaries LM 43 48
Loans to subsidiaries 1,297 1,370
1,340 1,418
Due ‘o related parties:
Subsidiaries 15 10
Loans from subsidiaries - 58
\ 15 68
Transactions with related parties carried out by the Company during the year were as follows:
2010 2009
£m £m
Revenues from related parties:
Subsidiaries 419 329
419 329
Expenses to related partles:
Subsidiaries 94 66
94 66

Where linancial instruments arising from transactions with related parties are ofiset in the statement of financial position, the net

position is presented in the tables above.
(b) Compensation of key management personnel

The Directors and key management personnel of the Company are considered to be the same as for the Group. Information on

both Company and Group compensation paid 1o Directors and key management persennel can be found in Note 48 of the

consolidated financial statements. Information on transactions with/balances from/(to) key management personnel can also be

found in Note 48 of the consolidated financial statements.
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Notes to the Company finandial statements continued

AA. Fair value of financial assets and liabilities
{a) Financial investments and financial liabilities

An analysis of the Company’s financial investments and financial liabilities in accordance with the categories of financial
instrument set out in 1AS 39 Financial Instruments: Recognition and Measurement is presented in Notes J and T and includes
those financial assels and liabilities held at fair value.

{b) Fair value hierarchy
{b){i) Determination of fair value hierarchy

The Company's financial assets and liabilities held at fair value have been analysed using a fair value hierarchy that reflects the
significance of the inputs used in valuing those instruments. The fair value hierarchy is based on the following levels:

Level 1 Quoled prices (unadjusted) in active markets for identical assets or liabilities.
This category includes listed equity securities and government bonds.

Level 2 [nputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

This category includes listed corporate bonds, commercial paper, certificates of deposit and derivative instruments that
are not exchange traded. Corporate bonds have generally been classified as level 2 instruments as the composite price
provided by external pricing providers may include, as an input, quotes provided by some banks that are not based on
actual transaction prices.

Level 3 Inputs for the asset or liability that are not based on observable market data.
Level 3 financial instrumeants principally include unlisted equity securities and corporate bonds for which prices are not
available from external pricing providers (see Note AA({b)({iii) for further details).

(b)tii) Fair value hierarchy for financlal Instruments measured at fair value in the statement of financlal position
The following tables set out an analysis of financial assets and liabilities measured at fair value by level of the fair value hierarchy.

Fair value hierarchy

Level 1 Level 2 Lavel 3 Total

2010 2009 2010 2009 2010 2009 2010 2009
Assets £m £m £m £m £m £m £m £m
Derivative financial assets - - 25 3 - - 25 3
Equity securities 24 20 - - 4 5 28 25
Debt securities - - - 1% 1 1 1 12
Total 24 20 25 14 5 [ 54 40
Liabilities
Derivative financiat liabilities - - 25 4 - - 25
Total - - 25 4 - - 25

There were no significant transfers between level 1 and level 2 in the year.

(b)tiii} Reconciliation of movements in level 3 instruments

Level 3 equity instruments principally comprise unlisted equity securities. Debt securities include corporate bonds for which prices
are not available from third party pricing providers, and unquoted bonds where credit spreads, being a significant input to the
valuation technique, are obtained from a broker cr estimated internally.

Total losses recognised in the

At1 Total losses recognised At 31 statement of comprehensive

January In the statement of  Transfers into/ December income for assets or liabillties

2010 comprehensive income (out of) lavel 3 2010 held at 31 December 2010

2010 fm £m £m £m £m
Equity securities 5 (1} - 4 (1)
Debt securities 1 - - 1 -

There were no movements in level 3 financial assets and liabilities held at fair value in 2009.
The Company does not intend to dispose of these financial instruments.
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{b}{iv} Sensitivity of level 3 financlal Instruments measured at fair value to changes in key assumptions

There is no significant sansitivity of level 3 financial instruments measured at fair value in relation to changes in key assumptions.
The sensitivity of the value of assets to changes in key market movements is shown in the market risk sensitivity tables in Note

W(b)(ii).

{c) Fair value of financial assets and liabilitles measured at amortised cost

The table below presents estimated fair values of financial assets and liabilities whose carrying value does not approximate fair
value. Fair values of financial assets and financial liabilities are based on observable market inputs where available, or are

estimated using other valuation techniques.,

2010 2010
Carrying value Falir value
Notes £m £m
Financlal assets
loans to subsidiaries 1,297 1,224
Financial liabilltles
Subordinated guaranteed bonds ] 1,162 1,119
Mutual Assurance Capital Securities U 637 563
2009 2009
Carrying value Fair value
Notes £m £m
Financlal assets
Loans to subsidiaries 1,370 1,253
Financial liabilities
Subordinated guaranteed bonds U 1,184 1,135
Mutual Assurance Capifal Securities U 6548 547

The estimated fair values of loans to subsidiaries are determined with reference to quoted market prices determined using

observerable market inputs. The fair values of subordinated liabilities are based on the quoted market offer price.
The carrying value of all cther financial assets and liabilities measured at amortised cost approximates their fair value.

B88. Events after the reporting period

Details of events after the reporiing period affecting the Company are given in Note 51 of the consolidated financial statements.
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Glossary

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

Annulty

A periodic payment made for an agreed period of time {usually up tc 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 annuily commences immediately after the payment of the sum, it
is termed an immediate annuity. If it commences at some fulure date, it is termed a deferred annuity.

Assets under administration (AUA)

A measure of the total assets that the Group administers on behalf of customers and institutional clients. It includes those assets
for which the Group provides investment management services, as well as those assets thal the Group administers where the
customer has made a choice to select an external third party investment manager. Assets under administration reflect the value of
the IFRS gross assets of the Group adjusted, where appropriate, for consolidation adjustments, inter-company assets and
intangible assets. In addition, the definition includes third party assets administered by the Group which are not included in the
consclidated statement of financial position.

Assumptions
Variables applied to data used to project expected outcomes.

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.

Burnthrough costs

Burnthrough costs are an estimate of the value of the potential shareholder support that could be required to meet policyholder
benefits in a participating fund. It is usually the case that shareholders participate in the profits or surpluses generated within a
participating fund only to a limited extent. However, there could be unfavourable outcomes in the future when the assets of the
participating fund are no longer sufficient to pay the benefits of the policyholders of that fund. This would be described as a
‘burnthrough event’ and could require some level of financial support from the shareholder. The burnthrough cost is normally
calculated by projecting a large number of possible future economic outcomes, taking an average over all of these outcomes.

Capltal resources {CR)
Capital resources include the assets in excess of liabilities, valued on a regulatory basis, and certain other components of capital.

Capital resources requirement {CRR}
A company must hold capital resources in excess of the capital resources requirement. The CRR represents the total of the
individual capital resources requirements (ICRR) of each regulated company in the Group.

CFO Forum
A high-level discussion group formed and attended by the Chief Financial Officers of majer European listed, and some non-listed,
insurance companies.

Company
Standard Life plc.

Constant currency
Eliminates the effects of exchange rate fluctuations and is used when calculating financial performance on a range of measures.

Core

We choose to analyse ocur EEV operating prefit 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 bock management initiatives and, for non-covered
business, IFRS operating profit excluding specific costs attributable to back book management.

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. For covered business within the
Standard Life Group please refer to the EEV methodology within the EEV supplementary information.
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Deferred acquisition costs {DAC)

The methed of accounting whereby acquisition costs on long-term business are deferred in the statement of financial position 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
statement of financial position as a liability and amortised over the life of those contracts. This leads to a smoothed recognition of
up tfront income instead of the full income in the year of sale.

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 lransaction 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 IFRS operaling profit after tax and
minority interest divided by the total dividend for that financial period.

Earnings before interest and tax (EBIT)
EBIT is defined as earnings before interest, taxation, foreign exchange gains and losses, profit on partial disposal of investments in
assocciates, divergence on financial guarantee costs, movement on contract for differences and restructuring costs.

EBIT margin
This is an industry measure of performance for investment management companies. It is calculated as EBIT divided by total
revenue,

Earnings per share {EPS)

EPS is a commonly used financial metric which can be used to measure the profitability and strength of a company over time. EPS
is calculated by dividing profit by the number of ordinary shares. Basic EPS uses the weighted average number of ordinary shares
outstanding during the year. Diluted EPS adjusts the weighted average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares, for example share awards and share options awarded to employees.

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 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
Covered business EEV operating profit represents profit generated from new business sales and the in-force book of business,
based on closing non-economic and opening economic assumptions, Covered business is defined above.

Non-covered business EEV operating profit represents IFRS operating profit. Non-covered business is defined below.
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Glossary continued

EEV operating profit capital and cash generation
This is a measure of the underlying shareholder capital and cash flow of the Group.

Covered business EEV operating capital and cash generation represents the EEV operating profit net worth (free surplus and
required capital) on an after-tax basis.

Non-covered business EEV operating capital and cash generation represents EEV operating profit after tax (as defined above).

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

Experience variances

Current pericd 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,

Fee based business

Fee business is a component of IFRS operating profit and is made up of preducts where we generate income primarily from asset
management charges (AMCs), premium based charges and transactional charges. AMCs are earned on products such as SIPP,
corporate pensions and mutual funds, and are calculated as a percentage fee based on the assets held. Investment risk on these
products rests principally with the customer, with the major indirect Group exposure to rising or falling markets coming from higher
or lower AMCs.

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.

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

Group capital surplus
This is a regulatory measure of our financial strength and compares the Group's capital resources fo its capital resources
requirements in accordance with the Insurance Groups Directive.

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.

Growth investment spend
Costs we incur investing in the future of our business, including product development, marketing and technelogy to support our
growth.

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 of Demutualisation 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.

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 o be earned over the lifetime of new business written is equal to the
capital invested to support the writing of the business.

International Financlal Reporting Standards (IFRS)
International Financial Reporling Standards are accounting standards issued by the International Accounting Standards Board
{IASB). The Group's consolidated financial statements are required to be prepared in accordance with IFRS.
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IFRS operating profit

IFRS operating profit is calculated by adjusting profit attributable to equity holders before tax for the impact of short-term economic
changes to asset and liability values. The Directors believe that by removing this volatility from operating profit, they are presenting
a more meaningful indication of the long-term performance of the Group.

IFRS tanglble equity per share
Total IFRS equity, less non-controlling interests and intangible assets, divided by the diluted number of issued shares at the end of
the period.

IFRS underlying profit
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.

Key performance indicators (KP1)
This is a measure 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 deone by making an individual
investment,

Net flows

Net flows represent gross inflows less redemptions. For long-term savings business, gross inflows are premiums and deposits
recognised in the period on a regulatory basis (excluding any switches between funds). Redemptions are claims and annuity
payments (excluding any reinsurance transactions and swilches between funds).

Net worth

The market value of sharehelders' 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.

NBS margin
New business sirain as a percentage of PVNBP sales {see PYNBP).

Non-covered business

Mainly includes third party global Investment management, banking, healthcare and other businesses not associated with the life
assurance and pensions business. Non-covered business excludes the global investment management look through profits and
the return on mutual funds which are recognised in covered business. Non-covered business is excluded from the EEV
methodology and is included within the Group EEV on an IFRS basis.

Non-economic assumptions
Assumptions in relation to future levels of mortality, morbidity, persistency and expenses. These assumptions, and variances in
relation to these assumptions, are included as operating profits/(losses) under EEV.

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

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
dependents in a tax efficient manner.

Present value of In-force business (PVIF)
The present value of the projected future distributable prolits 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 {PVYNBP)
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.

Proprietary Business Fund

The Proprietary Business Fund in Standard Life Assurance Limited {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, Iretand 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 coniract {as opposed to a single premium contract), is one where the policyholder agrees at inception to make
regular payments throughout the term of the coniract.

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 tor
dividends paid to equity holders.

Scheme of Demutualisation (the Scheme)
The scheme pursuant to Part VIl of, and Schedule 12 to, the Financial Services and Markets Act 2000, under which substantially
all of the long-term business of SLAC was transferred to Standard Life Assurance Limited on 10 July 2006.

SICAV

A SICAV (société d'inveslissement A capital variable) is an open-ended collective investment scheme common in Western Europe.
SICAVs can be cross-border marketed in the EU under the Undertakings for collective investrment in transferable securities
(UCITS) directive.

Single premlum
A single premium contract (as opposed to a regular premium contract (see above)), involves the payment of one premium at
inception with na obligation for the policyholder to make subsequent additional payments.

SIPP
A self invested personal pension which provides the palicyholder with greater choice and flexibility as 1o 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).

Spread based business

Spread based business is a component of IFRS operating profit and comprises products where we provide a guaranteed {evel of
income for our customers in return for an investment. A good example of this product line is annuities. The ‘spread’ referred to in
the title primarily relates to the difierence between the guaranteed amount we pay to customers and the actual return on the assets
over the period of the contract.
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Time value of optlons and guarantees {TVOG)
Represents the potential additional cost to equity holders where a financial option or guarantee exists which affects palicyholder
benelits and is exercisable at the option of the policyholder.

Total shareholder return
This is a measure of the overall return to shareholders and includes the movement in the share price and any dividends paid and
reinvested.

Undiscounted payback period
A measure of capital efficiency that measures the time at which the value of expected undiscounted cash flows {after tax) is
sufficient to recover the capital invested to support the writing of new business.

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 payabte from relevant surplus.
The declaration of such bonuses (usually annually) reflects, amongst other things, the overall investment perfoermance 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.
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Shareholder information

Registered office

Company registration number: SC286832
Standard Life House

30 Lothian Road

Edinburgh

EH1 2DH

Scotland

Phone: 0800 634 T474 or 0131 225 2552

For shareholder services call 0845 113 0045

Registrar:
Capita Registrars Limited

Auditors:
PricewaterhouseCoopers LLP

Sollcltors:
Slaughter and May

Brokers:
JP Morgan Cazenove
Deutsche Bank

Shareholder services

We offer a wide range of shareholder services, some details of which are set out below. If you need any further information about
any of these services, please:

* Contact our registrar, Capita, on 0845 113 0045 if calling from the UK. Intematicnat numbers for Capita can be found on the last
page of this report.
« Visit our share portal at www.standardiifeshareportal.com

Sign up for ecommunications

You can choose to receive your shareholder communications electronically - registering is easy and free. Just go to
www.standardlifeshareportal.com to find out how. Signing up means:

* You'll receive an email when documents like the Annual Report and Accounts, Summary Financial Report and AGM guide are
available on our website. You can then read these online in an easy-to-use, searchable format instead of receiving paper copies
in the post.

» Voting instructions for the Annual General Meeting will be sent to you electronically

* You can download your dividend tax vouchers when you need them

+ You can view your Standard Life Share Account statement online

Any information you receive electronically will be the same as the paper versicn — but you'll help us save money, and conserve
natural resources.

Preventing unsolicited mail

By law, the Company has to make certain details from its share register publicly available. Because of this, it is possible that some

registered shareholders could 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 about this

at the Financial Services Authority website www.moneymadeclear.org.uk

If you are a certificated sharehalder, your name and address may appear on a public register. Using a nominee company to hold
your shares can help protect your privacy. You can transfer your shares into the Company-sponsored nominee — the Standard Life
Share Account - by contacting Capita, or you could get in touch with your breker to find out about their nominee services.

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

Mailing Preference Service (MPS)
DMA House

70 Margaret Street

London

W1IW 8S8S

You can also register online at www.mpsonline.org.uk

274  Annual Report and Accounts




Analysis of registered shareholdings as at 31 December 2010

Number of % of total Number of % of total
Range of shares holders hoiders shares gharos
1-1.000 65,771 54.83% 31,349,865 1.37%
1,001-5,000 47,679 39.75% 100,506,028 4.40%
5,001-10,000 3,753 3.13% 25,830,638 1.13%
10,001-100,000 2,256 1.88% 49,185,589 2.16%
*100,001+ 496 0.41% 2,076,147, 721 90.94%
Totals 119,955 100.00% 2,283,019,841 100.00%

*These figures include the Company-sponsored nomineae - the Standard Life Share Account - which had 1,296,769 participants
holding 1,048,702,236 shares, and the Unclaimed Asset Trust, which had 77,057 participants holding 29,178,524 shares,

Financial calendar for 2011

2010 prefiminary results

Ex-dividend date for 2010 final dividend

Record date for 2010 final dividend

Scrip reference price announced for 2010 final dividend
2011 Q1 trading results and interim management statement
Annual General Meeting

Dividend payment date (2010 final dividend)

2011 half year results*

Ex-dividend date for 2011 interim dividend*

Record date for 2011 interim dividend*”

Scrip reference price announced for 2011 interim dividend*
2011 Q3 trading results and interim management statement
Interim dividend payment date*

“These plans and dates are anticipated &t this stage and may be sublect to change.

10 March 2011

16 March 2011

18 March 2011

23 March 2011

28 April 2011

17 May 2011

27 May 2011

3 August 2011

10 August 2011
12 August 2011
17 August 2011

2 November 2011
18 November 2011
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Contact details

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

Visit Mail Phone
UK and Ireland www standardlifeshareportal.com questions@standardlifeshares.com | 0845 113 0045
If you have any questions Address: ‘:14 ‘fgfogggg.’ 8224
about voting at the Annual Standard Life Shareholder Services 0
General Meeting, dividends or 34 Beckenham Road
your shareholding, please Beckenham
contact our registrar: Kent
BR3 4TU
Germany and Austria www.standardlifeshareportal.com/de | fragen@standardlifeshares.de +49 (0)6196 7693 130
If you ha\{e any questions Address:
about voting at the Annual Standard Life Aktion4rsservice
General Meeting, dividends or Postfach 20 01 43
your shareholding, please 60605 Frankfurt am Main
contact our registrar: Germany
Canada www.standardlifeshareportal.com questions@standardlifeshares.ca 1-866-982-9939
If you have any questions (English) Address:
about voting at the Annual Standard Life Shareholder Services
General Meellqg, dividends or | www.standardlifeshareportal.comfr | PO Box 4636
your shareholding, please {French Canadian) Station A
contact our registrar: Toronto M5W 7A4

Please note, you may not use any electronic address provided in this document or any related document — including in the
Summary Financial Report 2010, Shareholder News, AGM guide 2011 (including the Notice of Annual General Meeting), your
voting form or the letter or email from the Chaiman about the 2011 AGM to communicate with the Company for any purposes
other than those expressly stated.

Secretary, registered office and head office:

Malcolm J Wood
Standard Life plc
Standard Life House
30 Lothian Road
Edinburgh

EH1 2DH

Scotland
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www.standardlife.com

Please remember that the value of shares can go down as well as up and you may not get back the full
amaunt invested or any income fram it. Atl figures and share price information have been calculated as at

31 Decembor 2010 {unless otherwise indicated),

This document has been published by Standard Life for information only. It is based on eur understanding
as al March 2011 and dowes not provide financial or legal advice.

Standard Life ple is registered in Scotland (SC2868 32} at Standard Lile House, 30 Lathian Road, Edinburgh EH1 2DH. FSC

3 L v lse org
Calls may be monitored and or recorded to protect both us and you and help with our training. Call charges may vary.
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