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Group

financial
highlights

£544m

Group operating

profit before tax from
continuing operations -
28% increase

£198.4bn

Group assets under
administration
1% increase

£989m

Group EEV operating
profit before tax from
continuing operations
26% increase

£438m

Group EEV operating
profit capital and
cash generation -
53% increase

£71.8bn

Standard Life Investments
third party assets

under management -
remained stable

£298m

Group profit after
tax attributable

to equity holders -
31% decrease

£3.1bn

Group capital surplus
18% decrease

£5.4bn

Group net inflows -
25% decrease
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Chairman’s statement
Driving sustainable business

2011 was a significant year for Standard Life. Across the Group, we grew prafitably in our chosen markets, despite some very
tough economic conditions. Robust management of our assets and capital, which is so important in these uncertain times,
continued to give us a strong foundation from which to operate.

I am pleased to confirm a final dividend payment of 9.20p per share, giving a total dividend of 13.80p per share for 2011. This is
an increase of 6.2% on the 2010 payment and, if approved, will be paid to shareholders on 31 May 2012.

Ensuring the long term sustainability of Standard Life runs through everything that we do. Last year, we improved our ranking
once again in the Dow Jones Sustainability Indexes, and we were delighted to be placed for the first time in the DJSI Worlg.
This is a great achieverment, one that signifies our commitment to managing and maintaining the business for the long term. It's
vital to our future success that we continue to innovate and that we find new and betier ways to operate our businesses
efficiently.

The background against which we operate is constantly changing with some major regulatory milestones ahead. The
introduction of Solvency 2, and its emphasis on a deep understanding of the economic capital requirements of a business,
should reinforce our strengths and bring more clarity to how businesses like ours hold, use and release capital. In the UK, the
Retail Distribution Review will help strengthen the value of professional financial advice and allow customers better and more
infoermed choice in ptanning their futures. We expect the exercise of this choice will cause more people to want to buy our
products. Lastly, the auto enrolment of people intc company pension schemes is a huge opportunity for us in an area where we
provide first-class customer service and constantly innovate. We will work closely together with government and the wider
industry to help ensure that auto enrolment is successful in helping many more people save for their retirement.

Preparing for these changes has been a major focus of ours over the last two years. We are strongly managed and | believe we
have the right products and services for our customers, which together help us run our business effectively and profitably.

Our strategy focuses on offering custemers long term savings and investment propositions; and benefits from having a
successful, dynamic partnership between our savings and investment businesses. MyFolio - a family of carefully constructed
risk-based portfolios managed by Standard Life Investments — has grown in popularity as customers demand more flexibility
and control of where they invest their money. One of our biggest successes in fund innovation — the Global Absolute Return
Strategies Fund (GARS) - continues to grow via new distribution channels in Europe and the USA as well as gaining wider
distribution in the UK.

It's important that we closely monitor all developments that might affect our company, and the future of Scotland as part of the
United Kingdom is a subject where debate has accelerated in recent months. As a company headquartered in Edinburgh we are
closely menitoring developments and we won't hesitate to make our voice heard as necessary.

There has never been such interest in how financial services companies govern themselves and how they exercise their
stewardship responsibilities. We take our responsibilities in this area very sericusly both in relation to how we conduct our own
affairs and how we exercise our considerable influence in the wider marketplace. | believe that a strong, chailenging, unitary
Board censtantly alert to the interests of customers, shareholders and wider stakeholders is the absolute prerequisite to good
corporate governance. A good Board must evolve over time with excellent people sometimes leaving and others joining. Three
departures and three arrivals amengst our non—executives have put us in a strong position to take Standard Life through the
next phase of its development both in the UK and internaticnally.

Standard Life is confidently carrying on the journey that we started with our demutualisation six years ago. I'm looking forward
with a real sense of excitement and confidence. I'd like to thank you again for your continued support and to our people across
the Group for their hard work and commitment to the future success of Standard Life.

=G
Q. =

Gerry Grimstone, Chairman
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Business review

1.1 Chief Executive’s overview

“Our results in 2011 again demonstrate that we are well on track to transform the operational and financial
performance of Standard Life. We have delivered increased operating profits and cash flow while investing to | Image Removed)
strengthen our market positions. We have developed innovative propositions te respond to the changing
needs of our customers and their advisers, ensuring we are well positioned to benefit from market changes
and the new reguiatory environment.”

David Nish, Chief Executive

Driving a sustainable business

We made significant progress in building a strong platform for sustainable, profitable growth and are seeing the benefits of the
investment we have made in our business. We have launched a number of innovative propositions to respond to the changing
needs of our customers and their advisers. I'm very grateful fo our employees for their hard work, against challenging conditions, to
deliver in the past year.

Growing our business

We've increased the pace and agility with which we are delivering on our strategy. There is more to do but we are in a good place
to make that happen.

We set our key strategic priorities in March 2010 with the aim of transforming the business over the three years to 2012. This
required an increased level of investment in order to grow our business. As we move into the final year of our transformation we
are well on track to achieve an ongoing improvement in profitability and performance. Some highlights are:

Delivering performance across the Group

+ In the UK, there has been continued momentum in our fee based propesitions with technology and scalability of platforms
driving efficiency

» Global investment management continued its excellent record of strong and profitable growth in 2011

* In Canada, our fee based propositions are growing and we continue to drive value from our existing spread/risk business

¢ In International, we are rapidly growing the Hong Kong and offshore businesses and will expand into new markets

Building on our market-leading propositions that benefit advisers, customers and Standard Life

« Transformed our Adviserzone service in February 2011, introducing new market-leading features
Launched a new online stocks and shares ISA which has helped simplify investment options for our customers

+ Increased use of guided architecture which provides simple and easy investment choices to meet the needs of customers and
advisers

* UK corporate sales mementum continued with 167 new schemes (2010: 182 new schemes), while 66,000 new employees
joined schemes implemented in 2011 (2010: 46,000 employees)

» Standard Life Wealth continues to build a strong presence in the IFA market with the launch of the Managed Portfolio Service,
and now has over £1bn of assets under administration (AUA)

+ Enhanced our distribution in Canada through an agreement with Qtrade Financial Group, an conline brokerage and investment
dealer

Expanding the global reach of our investment management business

+ Assets in our Global Absolute Returns Strategies (GARS) fund now total over £13bn and it has outperformed its LIBOR
benchmark over all key time periods since inception

« Our agreement with John Hancock Financial gives the GARS fund access to the United States market and allows us to work
with a leading distributor

* Our strategic alliance with Chue Mitsui Asset Trust and Banking Company, one of the largest trust banks in Japan, provides our
customers with direct access to expertise in the management of Japanese equity funds

Maximising the value from our joint venture relationships in Asia

* Performance across our joint venture businesses in Asia has been strong in 2011, with net flows increasing by 8%

* HDFC Life performed well, increasing market share and securing second place in the Indian private sector overall

s HDFC Asset Management, in which we have a 40% share, is the largest mutual fund company in India

* In China, Heng An has a new management team in place and a revamped strategy focused on driving business performance

Transforming our business

The second year of our transformation in 2011 saw us deliver more of the changes required to prepare our business for 2012 and
beyond. These changes are already delivering benefits, making our business more agile, adaptable and efficient. We remain
focused on maximising the generation of cash profit to support our progressive dividend policy and to create the capacity to
reinvest in growing our business.
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Business review continued

1.1 Chief Executive’s overview continued

Objectives and strategy

Our strategic objectives and our performance against them are illustrated below. Find out more on how our businesses performed
in Section 1.4 — Business segment performance. Our 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 1.5 — Risk management.

Our strategic Building on our strengths in our
objectives pension savings and corporate
benefits markets

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 investments
propositions we have provided.

We are a leading corporate pensions
provider in the UK and Canada, with a

l strong brand and competitive positioning
in these markets. We remain confident

that these markets provide a significant
growth opportunity for us,

Qur goal

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

Our performance UK te AUA
l in 2011 corporate

£39.5bn
i £36.8bn
Qur business model £20.0hn
Our strategy is underpinned by a simple business model.
Find cut more about the strategy of our individual
businesses and how they contribute to our business model
in Section 1.4 — Business segment performance.
2009 2010 2011

Increasing Maximising Lowering

« In the UK, we grew our share of the
corporate benefits market to 19.1%
(2010: 17.0%)

* Qur UK business also won 167 new
corporate schemes (2010: 182 new

assets revenue unit costs

Optimising the balance sheet schemes) and enquiries more than
doubled during 2011
« In Canada, group savings and
retirement product enhancements
_‘ enabled us to win 204 new defined
- N\ contribution accounts, increasing
ek pr members to 561,000 (2010: 537,000
Group profitability members)
Operating profit before tax is a key performance indicator
for the Group and has increased in 2011 to £544m due to
continued growth in fee revenue and improving cost
efficiency.
Group operating profit Competitive
54am advantages Brand
£399m £426m Where we will
create and leverage
distinctive
capabilities Technology
2009 2010 2011
IFRS profit for the year has fallen to £346m (2010: £493m) Customer and distributor insight
due to the impact of short-term fluctuations in investment
return.
Fi , . . Investment performance
ind out more about our financial performance in Section
&1.3 — Chief Financial Officer's overview
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Focusing on the savings and
investments needs of customers
in our chosen retail segments

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

Expanding the global reach of our
investment management business

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

Maximising value from the joint
venture relationships in Asia

We manage these businesses with a
view to maximising their long-term value.
The operaticns in China and India give
us the opperunity to participate in
sizeable markets with major growth
potential.

UK retail AUA
£88.7bn £75.5bn E75.5bn
2009 2010 2011

= We continued to build on the success
of our Wrap platform with
approximately 1,000 firms using our
platform. We delivered enhanced
functionality which focused on
reducing risk and costs in adviser
businesses.

+ We launched new propositions such
as an online stocks and shares ISA
and cnline mutual funds

* Qur retail IFA market share in 2011
was 14.9% (2010: 14.6%)

Global investment
management third party AUM

£71.6bn £71.8bn

£56.9bn

2009 2010 20mMm

+ Qur global investment management
business continued its excellent
record of strong and profitable growth

+ Qur GARS fund has outperformed its
LIBOR benchmark over all key time
periods since inceplion and assets in
the fund now exceed £13bn

* We have entered into an agreement
with John Hancock Financial giving
the GARS fund access to the United
States market and allowing us o work
with a leading distributor to help
deliver potential for our global clients

Joint venture net flows

£254m £275m

£211m

2009 2010 2011

* The Indian joint venture has improved
its market positioning and grown
market share

« [n China, we have a hew management
team in place under the leadership of
a new general manager. A revamped
strategic plan is currently being
implemented and we will continue to
extend our distribution network and
enhance business quality and
effectiveness.

Our new repositioned brand was faunched across the Group in 2011. The brand is more than just a new look — it's about the way
we work and the experiences we create for our customers. It’s also about the unique combination of capabilities we have,
including the strong distributor relationships that differentiates us strongly from competitors.

Investment in technology is delivering improved digital experiences and service for our customers. We will continue to leverage
technology to deliver efficient, scalable and robust operations.

Putting customers at the heart of our business means we need to keep listening to them, developing our understanding of their
needs and challenges. We also continue to ensure that we maintain high levels of customer service and distributor support.

We continue to deliver robust long-term investment performance. Standard Life Investments is well positioned across a diversified

range of asset classes.
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Business review continued

1.1 Chief Executive’s overview continued
Market overview

Market conditions have been tough during 2011, however we remain confident that our future growth wilt be driven by our
customers’ demand for our propositions and the underlying demographic and regulatory trends in our key markets. In the short
term, volatile conditions in globhal financial markets and economic uncertainty mean that operating conditions will continue to be
challenging.

Continued volatility in global financial markets

. . . L Movements in FTSE All-Share Index 2010/11
The financial markets in which we operate are being impacted by factors

including: Lovel
« The risk of sovereign debt default within the European Union member states '
+ The downgrade of the credit ratings of a number of countries as a result of the | 45, n M
European sovereign debt crisis ’ V | Y
+ Stagnated global growth and the downward revisions to growth forecastsina |, .., L.
number of major economies ’
s A shift towards lower-risk assets as investors try to reduce their exposure to b c00
volatile equity markets both in the UK and abroad. To illustrate this volatility, : ' v !
the_ FTSE _AII-Share Ind.ex-closed ata high of 3,161 points and a low of 2,558 b 400
points during 2011, a significart trading range. " Jan Apr Jul Oct Jan Apr Jul Oct Dec
An uncertain economic backdrop 2010 2011
Other economic facters are also impacting the markets in which we operate. — FTSE Adl-Share Index

Some of the factors impacting our markets include:

» High inflation in the UK, fuelled by increases in both the standard rate of VAT to 20% and energy prices, is putling a squeeze on
households’ real incomes

+ Wage inflation remains subdued and the low level of global economic growth has led {o stagnation in employment markets

« Sustained levels of low interest rates and the potential for further quantitative easing

Austerity measures 1o reduce high levels of government borrowing raise the possibility of further erosion of pension tax breaks

Changing demographics

. . N . Population by age, UK, 1992, 2011 and 2033
Changing demographics continue to impact our key markets. The changes

. N N . " . . X Percentages
include: an ageing population, with people living longer whilst managing more 100
extensive debt; diminishing state and employer pension provision; an increasing

wealth gap between the rich and poor; and lower long-term birth rates. 80

In the UK market, the structure of the population is changing as life expectancy

rapidly increases. In 2011, 17% of the population were aged 65 and over and 60

this is expected to increase to 23% by 2033. This emphasises the need for
individuals to ensure that they have adequate pension provision to fund their
retirement. S

The UK Government is making changes tec increase the proportion of the
population saving for retirement, including auto enrolment and the introduction of
the National Employment Savings Trust (NEST). We believe that these steps will
increase contributions to private pensions and that we are well placed to benefit

from these changes. O under16 01664 3 6584 85 and over
The Canadian Government is expected to introduce the Pooled Registered Adapted from data from the Office for National Statistics
Pension Plans, opening a new market to pension providers. We are one of the licensed under the Open Government Licence v.1.0.
largest defined contribution pension providers in Canada and are developing our

plans for this new market.

20

1892 201 2033

Contributing to market insight

We regularly publish new insight and support to policy makers and industry stakeholders to help stimulate long-term savings. In
October 2011, we published the results of a research project undertaken with the assistance of experts in behavioural economics.
The aim of Keep on nudging — making the most of auto enrolment was to identify how we can maximise the potential of workplace
savings to help those on low-to-moderate incomes save for retirement.

The current economic climate presents many challenges. Yet our research found that the majority of people are still keen to
prioritise saving, particularly when they are helped to understand what it means to them, both now and in the future. We believe
that, working together, employers, the long-term savings industry and the government can realise the full potential of aute
enrolment.
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Government legislation and industry regulation

There are currently a number of tegislative and regulatory changes that will affect financial services companies. The key initiatives
and their potential impact on Standard Life are set out below:

BDescription

Potential impact on Standard Life

Retail
Distribution
Review :

The Retail Distribution Review (RDR) is designed
to increase transparency in retail financial services
and to raise professional standards in the UK. The
regulations from the RDR come into effect at the
start of 2013. This affects distribution of both retail
investment products and corporate pensions, in
areas such as advice provision, professionalism,
adviser charging and platform rules.

Our strategy is specifically focused on the post-RDR
world, both in ensuring that we comply with the
regulation and more so in capturing the long-term
strategic advantage. We provide high value fee based
propositions and investment solutions for our customers
and intermediaries and therefore we do not rely on
paying commission to promote cur propositions.

The ban on commission that will come as part of the
RDR will significantly increase the size of our accessible
corporate market in the UK.

Auto
enrolment and
National
Employment
Savings Trust

Auto enrolment will become mandatory from
Cctober 2012 and will require all eligible workers to
be automatically enrolled into a qualifying pension
scheme. At the same time, the UK Government is
putting in place the National Employment Savings
Trust (NEST). This is an entry-level company
sponsored defined contribution pension scheme
and will require a minimum level of contributions.

These combined changes are expected to bring an
extra seven million adults into pension savings for
the first time, with an estimated £6bn of additional
annual contributions.

As a provider of quality corporate pension schemes, we
welcome the introduction of auto enrolment in 2012. We
expect to benefit from auto enrclment from both more
scheme wins, as employers look to offer their
employees a tailored solution and also through
increased participation in our current schemes as
employees decide not to opt out.

NEST is targeted at employers with employees on

_low-to-moderate incomes. Many employers will be

looking for greater flexibility when setting up a pension
scheme, so we do not consider NEST to be a major
threat to our corporate pension business.

Pooled
Registered
Pension Plans

The Canadian Government is expected to
introduce Pooled Registered Pension Plans
(PRPP), since only around 40% of Canadians have
a private corporate pension arrangement. The
PRPP is the Canadian version of a government-
sponsored auto enrolment plan.

We are one of the largest defined contribution (DC)
pension providers in Canada and are already
developing our plans for this new and potentially very
large market.

Solvency 2

Solvency 2 is a major European regulatory change
initiative that brings consistency to how EU
insurers manage capital and risk with the aim of
protecting consumers. We expect the new rules to
‘go live' on 1 January 2014 for firms, although this
is still subjecl to some uncertainty.

All firms will have to calculate their capital
requirements based on the risks they manage and
disclose this to regulators and the market. Taking
on risk enables insurance companies to offer
valuable customer propositions and deliver good
shareholder retums.

We have been following the development of the new
regime for many years and are actively involved in
industry and regulatory discussions within the UK and
Europe.

We set up our Solvency 2 Programme in January 2010
to help us manage the transition. The Programme is
making good progress and we are well prepared for the
implementation of Solvency 2.

UK life
insurance tax
regime

The 2011 Budget announced significant changes
to the UK life insurance tax regime.

From 1 January 2013, the basis of the regime will
move from the FSA regulatory return to the
statutory accounts. The draft Finance Bill 2012 was
issued by HMRC on 6 December 2011 for
consultation and is expected to be enacted during
the summer of 2012.

We are actively engaged in the ongoing consultation
process with HMRC. There is still uncertainty regarding
the final detail of the new regime provisions, including
the impact of the transition to the new tax regime.
Therefore, we consider that it is too early in the
censultation process to be certain about the impact.

Gender
differentiation

From 21 December 2012, a European Court of
Justice ruling will take effect that prevents using
gender as a factor in determining premiums and
benefits in insurance contracts.

We currently use gender as a risk factor in calculating
premiums and benefits for a number of our products.

We are working to ensure that we implement the
appropriate changes so that our business complies with
the ruling. We do not currently anticipate a significant
impact on our results.
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Business review continued

1.1 Chief Executive’s overview continued
Serving our customers

QOur customers are at the very core of everything we do, so we'll continue {o concentrate on bringing our transformation to life for
them and giving them the services and support they need to make it easier to deal with us.

New technologies play an increasingly important role in the way we operale and grow our business. We're continuing to invest in
our technology to ensure we deliver a competitive advantage through a scalable model that lowers the cost of attracting and
serving customers. We have recently developed a new online ISA and re-launched our Adviserzone platform to give our customers
more control over their finances.

Our repositioned brand and visual identity will continue to enhance the way that we communicate with our customers. They are
also a major part of delivering even clearer communications to our customers so that they can plan for their financial future with
confidence and optimism. The feedback from our customers and the industry has been very positive.

Developing our people

A number of key appointments have been made to further strengthen our senior management team. This includes the promotion of
Paul Matthews to Chief Executive of the UK business in June 2011 and Charles Guay joined us in February 2012 as the new Chief
Executive of our business in Canada.

We can achieve our goals more efficiently by making sure we keep attracting new talent and developing our own pecple. Our
investment in developing talent, in paricular in leadership development, is key to our continued success. The nexi phase of our
talent management programme will continue to develop our current leaders and help tomorrow’s leaders grow.

Investing in our people helps guarantee our continued success. We encourage and reward high performance right across the
Group. We are expanding this further, strengthening the link between individual performance and reward, so our people become
more accountable for the contribution they make to our success.

Better and more efficient communication has helped us increase our understanding of what we can do to help our people develop
themselves. Our staff engagement survey, InterAction, provided a huge amount of insight and from it we have identified areas to
focus our attention. These areas of focus are centred around our people, 1o help them grow and further their careers at Standard
Life.

Looking forward

Our confidence in our ability to deliver sustainable growth is underpinned by the results we have delivered in 2011. We also remain
confident that the underlying demographic and regulatory trends in our key markets, and our customers’ demand for our
propositions, will drive our future growth.

We continue to drive down unit costs having delivered £79m of efficiency savings towards our £100m margin improvement target
which we are on track to achieve in the first half of 2012.

In the UK, we are entering a period of unprecedented change and potential for growth of our business. With the RDR less than a
year away, our retail business has scale and momentum and is ideally positioned o continue to drive asset growth through our
leading platform propositions. The quality of our corporate pension offerings together with the opportunities created by the RDR
and pensions reform for increased individual savings will provide us with an increased flow of new business over the medium to
long term.

Our business in Canada is well positioned to benefit from the ongoing shift from defined benefit to defined contribution pension
provision. Our Intemnational business will continue to benefit from the strength of our offshore bond proposition and ongoing
progress in our joint ventures but may continue to be affected by the impact of economic uncertainty in Europe.

The prospects for Standard Life Investments remain strong. The business is well positioned across a diversified range of asset
classes and provides the investment solutions expertise which continues to allow the Group to capture a greater proportion of the
platform value chain and third party assets.

The uncertain economic backdrop and its effect on consumer confidence have impacted new business volumes since the start of
2012 against a strong start 1o 2011. However, we see significant cpportunities in all our chesen markets and are confident that the
investments we are making will lead to continued strong growth in assets together with further improvements in efficiency and we
expect to continue to drive an ongoing improvement in financial performance.

David Nish, Chief Executive
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1.2 Group performance

Key financial performance indicators

Group operating profit before tax

£544m
£390m £425m
2009 2010 2011
EEV operating profit before tax
£98%m
£844m £787m
2009 2010 2011

EEV operating capital and cash generation

£371m

£287m

£438m

2009

2010

2011

Assets under administration and net flows

Group operating profit demonstrates our ability to deliver returns for our
shareholders and provides an indication of our fong-term dividend paying
capability.

Group operating profit before tax increased by 28% to £544m

+ Fee based revenue increased by 8% to £1,223m

+ Operating profit in 2011 included the remaining £64m benefit following the
change in the basis of future pension increases in the UK staff pension
scheme. The initial benefit recognised in 2010 was £59m.

+ Acquisition expenses expressed as a proportion of sales and maintenance
expenses as a proportion of average AUA improved to 140bps and 4tbps
respectively, demonstrating the scalability of our business

EEV operating profitability measures our ability to effectively manage our
existing book of business and to write profitable new business.

» EEV operating profit before tax rose by 26% to £989m

+ This included a 16% increase in core EEV operating profit, which was due
to increased new business profitability and expected returns on existing
business. There was also higher profits from global investment
management.

« New business contribution up 9% to £335m due to higher sales volumes
in the UK and increased margins in our businesses in the UK and Canada

EEV operating capital and cash generation reflects our ability to generate
capital and cash from our business. This enables further investment in the
business and the payment of dividends to our shareholders.

EEV operating capital and cash generation increased by 53% to £438m

+ This increase in 2011 was mainly due to higher capital and cash from
increased non-covered profits and activities to manage our existing book,
particularly in Canada

£196.8bn £198.4bn
£170.1hn
o |
'\.
2009 2010 2011
OO0 AuA —=— Netflows

As a long-term savings and investments business, AUA and net flows 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 1% to £198.4bn driven by good, although
lower, flows into cur newer fee based products. This was partially offset by
the external transfer of our UK money market funds of approximately
£4bn.

» Net flows reduced to £5.4bn, impacted by difficult market conditions
across the Group and higher cutflows in older style propositions in the UK

+ Launched in October 2010, our MyFolio fund range is growing rapidly and
now has assets of approximately £1bn

Find out more about these measures in Section 1.3 — Chief Financial Officer’s overview and also Section 1.8 — Basis of preparation

Standard Life
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Business review continued

1.3 Chief Financial Officer’s overview

“We operate a simple business model which focuses on increasing assets, maximising revenue, lowering unit
costs and optimising the balance sheet. In 2011, we continued to invest in the future, increase the quantity and
quality of the assets we administer on behalf of our customers as well as managing down our costs. This will
help us to meet our strategic objectives of driving sustainable, high quality returns for our shareholders. |

helieve we are well placed to deliver increased profits and cash flow in the future.”
Jackie Hunt, Chief Financial Officer

(Image removed)

2011 2010 Movement
Group operating profit before tax from continuing operations"'2 £544m £425m 28%
IFRS profit after tax attributabie to equity holders of Standard Life plc £298m £432m (31%)
Group operating return on equity 11.9% 10.0% 1.9% points

IFRS profit

IFRS profit for the year was £346m (2010: £493m). This comprised profit after tax attributable {o equity holders of £298m

(2010: £432m) and profit attributable to non-controlling interests of £48m (2010: £61m). The IFRS result included a 28% increase
in operating profit before tax from continuing operations from £425m to £544m. Non-operating losses were £214m

(2010: profit £85m).

Group operating profit before tax from continuing operations

2011 2010
£m £m
Fee based revenue 1,223 1,131
Spread/risk margin 356 370
Total income 1,579 1,501
Acquisition expenses (270) (267)
Maintenance expenses {723) (673)
investment for transformation and growth {(137) (149)
Group corporate centre costs {45) (50)
Capital management 74 27
India and China JV businesses 2 (23)
Other 64 59
Group operating profit before tax from
continuing operations 544 425

Group operating profit before tax increased to £544m. The key highlights are:

10

Fee based revenue, which mainly relates to asset management
charges, increased by 8% to £1,223m. This was due to the strong level
of net inflows, higher average asset values and the shift to higher margin
products in our global investment management business.

Spread/risk margin mainly relates to the margin on our UK annuity
business and the annuity and universal life business in Canada. Overall
spread/risk margin reduced by £14m, impacted by losses from operating

assumptions and one-off reserving changes of £70m (2010: profit £17m).

This was partially offset by management actions in Canada of £88m
(2010: £32m).

Acquisition expenses are the costs we incur in writing new business.
Acquisition expenses were broadly maintained at £270m despite the
strong growth in sales volumes. Acquisition expenses expressed as a
proportion of sales improved to 140bps (2010: 149bps).

Continuing operations exclude Standard Life Healthcare Limited, which was sold on 31 July 2010,

Group operating profit before tax
£544m
£199m £425m
2009 2010 2011

Acquisition expenses expressed as a proportion of sales

£14,070m

*—

£19,238m

£17,933m

——

2009
OO0 pvnsp?

2010 2011
g Acquisition bps

Operating profit is IFRS profit before tax adjusted to remove the impact of short-term market driven fluctuations in investment return and economic assumptions,
restructuring costs (including the Solvency 2 programme), impairment of intangible assets, amortisation of intangible assets acquired in business combinations, profit
or loss on the disposal of a subsidiary, joint venture or associate and other significant one-off items outside the control of management.

PVNBP excludes India and China joint venture businesses.
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» Maintenance expenses mainly relate to the ongoing costs that we incur Maintenance expenses expressed as a proportion of
to service and administer customer policies. Maintenance expenses average AUA
increased to £723m in 2011 due to further development of the business
and expressed as a proportion of average AUA improved to 41bps £160.6bn
(2010: 42bps). £132.3bn

+ Investment for transformation and growth costs included in operating
profit before tax decreased in 2011 to £137m. We have continued to & |
invest for future growth in the business with a number of customer \.““'—*—h—.
propositions launched during the year.

» Total group corporate centre costs including investment for
transformation and growth decreased to £50im (2010: £54m). Investment
for transformation and growth was £5m (2010: £4m).

+ Capital management increased to £74m due to the investment of
shareholders’ funds in higher yielding assets and the improved funding
position of our UK staff pension scheme

+ The joint ventures in Asia contributed an operating profit before tax of £2m (2010: loss £23m) to the Group, which reflects their
positive progression and our ongoing investment to support their development

« Other relates to the remaining £64m benefit following the change in the basis of future pension increases in the UK staff
pension scheme. The initial benefit recognised in 2010 was £59m.

£174.5bn

2009 2010 2011
OO0 Average AUA  ——e— Maintenance bps

The improvement in both acquisition and maintenance expense trends demonstrates the scalability of our business. We continue

to lower unit costs both by growing assets and improving existing propositions and processes to make better use of automation
and self servicing.

We previously said that we were targeting £100m of annual margin improvement by 2012 to be achieved through greater
efficiency, improved asset mix and increasing flows to our global investment management business. In 2011, we achieved further
cost efficiencies of £45m. We have now achieved total efficiency savings of £79m in relation to this 2012 target and also increased
revenues from our fee based products resulting from strong flows into higher margin propositions in global investment
management. Further efforts to reduce costs continue 1o be implemented and we expect additional efficiency savings to be
delivered in 2012,

Investment for transformation and growth Investment for transformation and growth

We have continued to invest to transform and grow the business: 2011 2010

« Investment spend included in Group operating profit before tax Em £m
decreased to £137m in 2011 Investment in operating cost

* A number of customer propositions were launched or enhanced during base 137 1497
the period and continued investment was made to improve operational Investment capitalised 36 36
effectiveness - , -

= The total amount invested in 2011 was £196m (2010: £201m). This Additional investment in joint
. by R . - . venture businesses 23 16
includes additional investment in the India and China joint venture
businesses and also capitalised investment spend that dees not impact Total investment for
profitability in 2011. transformation and growth 196 201

Group operating return on equity

A key component of our business model is to optimise the use of our balance sheet. We are now including return on equity as a
financial metric that measures our success in generating profitability relative to our shareholder capital. Group operating return on
equity increased to 11.9% (2010: 10.0%) benefiting from the growth in operating profit. This measures Group operating profit after
tax expressed as a percentage of the opening IFRS equity, adjusted for cash dividends paid. We will continue to manage our
capital position to ensure that we generate sustainable retums for our shareholders.

Group non-operating (loss)/profit before tax from continuing

operations f;::li% ll:;:‘r;I :g:;::ilgg s{losslfprofit before tax from
Group nen-operating loss was £214m compared with a profit of £85m in 2011 2010
2010. Short-term fluctuations in investment return and econocmic £m £m
assumptions produced non-operating losses of £139m in 2011 compared Short-term fluctuations in
with gains of £157m in 2010. Losses in 2011 of £139m were mainly due to investment return and
the widening of credit spreads which impacted the annuity business in the economic assumption changes {139} 157
UK and losses in Canada due to adverse movements in the Canadian Restructuring and corporate
Government bond yield curve. This was partially offset by investment returns  transaction expenses (70} 1)
on shareholder assets in the UK and Canada. Non-operating restructuring Other operating profit
and corporate transaction expenses of £70m (2010: £71m) relate to a adjustments (5} 1
number of restructuring programmes including Solvency 2. Group non-operating

{loss)/profit before tax from
Find out more about the IFRS results in Section 1.4 — Business segment continuing operations {214} 85

pesformance and Section 1.8 — Basis of preparation
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Business review continued

1.3 Chief Financial Officer’s overview continued
Assets under administration and new business - Group

2011 2010 Movement
Assets under administration £198.4bn £196.8bn 1%
Net flows £5.4bn £7.2bn (25%)
Present value of new business premiums £19,738m £18.483m 7%
New business contribution £335m £308m 9%

Assets under administration and net flows

There was a good level of demand for our innovative products and services. | Movement in Group AUA
However, market conditions were volatile and net inflows decreased to
£5.4hn. Qur relatively resilient asset mix partly mitigated the impact of

volatile market conditions on assets under administration (AUA). £3.8b1)
There was a 1% increase in AUA to £198.4bn; £196.8bn (r ‘ “J £198.4bn

« The increase in AUA was driven by continuing strong flows, particularly J/I

£25.9bn  (£20.5bn)

into our newer fee based propositions and our third party investment
management business. This was offset by the external transfer of ,%’
approximately £4bn of our UK money market funds following our decision
to exit this sector of the industry.

» Of the total AUA, 82% (2010: 83%) related to fee business Opening  Gross Redemptions Market/ Closing

» Fee business AUA was maintained at £163.3bn (2010: £163.4bn") with 1 ":(‘)‘1“1"" inflows mo::'::;ms # D,:gﬂ""er
net flows of £6.1bn (2010: £7.9bn) partially offset by the UK money
market funds transfer

« Spread/risk business AUA increased by 5% to £24.7bn due to positive market movements, offsetting the £1.0bn (2010: £1.0bn)
of net cutflows

1

Opening Fee AUA includes an adjustment to include all Standard 1ife Wealth AUA for the first time.

New business

Undiscounted
New business PVNBP payback
PVNBP £m contribution £m margin % IRR % (years) -
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
UK 14,035 12,956 204 173 1.5 1.3 18 18 6 6
Canada 2,928 3,048 73 68 25 22 16 24 7 6
International 2,775 2,478 58 67 21 2.7 11 14 8 6
Total 19,738 18,483 335 308 1.7 1.7 15 17 7 3]

+ Improved new business profitability was due to higher sales volumes in the UK and increased margins in our UK and Canada
businesses

» Present value of new business premiums (PVNBP) for the Group totalled £19,738m and was 7% higher than in 2010

» Total internal rate of return {IRR) for the Group of 15% (2010: 17%) was adversely impacted by capitat and legislative changes
in Canada and reduced margins in International

Find out more about AUA and new business for each of our businesses in Section 1.4 — Business segment performance

EEV - Group

2011 2010 Movement
EEV per share 317p 322p (2%}
EEV operating profit before tax from continuing operations £989m £787m" 26%
EEV profit before tax £526m £1,152m (54%)
Return on embedded value from continuing operations 10.4% 8.7%' 1.7% points

' Continuing operations exclude Standard Life Healthcare Limited, which was sold on 31 July 2010.

Group embedded value

Group embedded value increased to £7,428m (2010: £7 321m) representing an EEV per share of 317p. EEV per share has
increased by 8p before dividend distributions, including EEV operating profit from continuing operations after tax of £724m (31p per
share). This resulted in a return on embedded value (RoEV) of 10.4%. EEV non-operating loss from continuing operations after tax
was £355m (loss of 15p per share). The next page provides more detail on the EEV operating and non-operating results on a
before tax basis. The 8p reduction in EEV per share from other and non-trading items is mainly due to negative foreign exchange
movements of £69m and £61m of after tax actuaral losses on the Group's pension schemes.

12 Standard Life




The closing EEV of £7,428m consists of: Movement in embedded value per share
» £3,588m of net worth or shareholde_r net assets: Opening EEV per share 1 January 2011 ]
+ £3,840m from the present value of in-force business

(PVIF) net of the cost of required capital . New business' [] 1ip

EEV operating
The increase in total EEV of £107m consists of: profit’ 31p Other operating profit’ D 20p
*» Movement in net worth of positive £105m ) )
+» Movement in the PVIF of positive £2m Non-operating profit [l {15p)
The 1% increase in EEV was more than offset by a 3% Other and non-trading [| (8p)
increase in the diluted closing number of ordinary
shares, resulting in the overall EEV per share falling by Closing EEV per share before dividends | |
5p.
Dividend to equity holders [l (13p)
EEV profit
Clesing EEV per share 31 December 2011 | |

EEV profit before tax of £526m (2010: £1,152m)
includes: -
= EEV operating profit from continuing operations of Profits are shown net of tax.

£989m (2010: £787m)

» EEV non-operating loss from continuing operations of £463m (2010: profit £348m). EEV profit from discontinued operations was
£nil before tax (2010: profit £17m).

EEV operating profit before tax from continuing ;5}:; ?,z?;?:,' ','f;’x ROEV
operations 2011 2010 2011 2010
EEV operating profit from continuing operations £m Em % %
increased by 26%: Core r£ 629 7.6 7.2
» Core profits increased by 16% to £731m due to the Efficiency 88 132 10 16
new business we sold, an improved expected retum
from our existing business and higher profits from Back book management 170 26 1.8 {0.1)
global investment management. This also drove an Total 989 787 10.4 8.7

increase in our core RoEV from 7.2% to 7.6%. New
business contribution increased by 9% to £335m (2010: £308m). Expected return on our existing business increased by 4% to
£440m (2010: £422m).

« Core non-covered business produced an EEV operating profit of £13m (2010: loss £37m). This increase was mainly due to
higher profit from global investment management.

» Prefit from efficiency gains primarily related to £40m in positive expense assumption changes in Canada and £50m from
management actions to reduce current and future investment expenses in the UK. The positive expense assumptions reflect the
reduction in the ongoing expenses of managing our covered business and the growth in business volumes.

« EEV operating profit from back book management of £170m included the remaining operating profit gain of £64m from the
change in the UK pension scheme, in addition to the initial £59m benefit recognised in 2010. Tax variances and management
actions in Canada to enhance investment yields on assets have also increased back book EEV operating profits in 2011.

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

Total EEV non-operating loss before tax from continuing operations of £463m (2010: profit £348m) included losses caused by
increased burnthrough costs totalling £272m in the HWPF and the new German with profits funds. Other losses arose from lower
than expected investment returns earned in 2011 for UK unitised business which generated a loss of £237m. Reducticns in risk
free rates led to losses from lower projected investment returns, partly offset by gains from lower discount rates.

Restructuring costs of £73m (2010: £71m) primarily represent costs incurred relating to a number of restructuring programmes
including Solvency 2. Volatility arising from adjustments for different accounting bases resulted in a gain of £58m (2010: £51m}).

Capital and cash generation - Group

2011 2010 Movement
EEV operating capital and cash generation from continuing operations £438m £287m' 53%
Group capital surp’nus2 £3.1bn £3 8bn {18%)
EEV £7,428m  £7,321m 1%
IFRS equity attributable to equity holders of Standard Life plc £3,961m £3,603m 1%

Continuing operations exclude Standard Life Healthcare Limited, which was sold on 31 July 2010.

2 2011 based on estimated regulatory returns. 2010 based con finaf regulatory returns.
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Business review continued

1.3 Chief Financial Officer’s overview continued

Group EEV capital and cash generation

Capital and cash generation enables the Group to invest in new business and profitable growth opportunities. Gross EEV operating
capital and cash generation before investment in new business and investment for transformation and growth spend was £749m

(2010: £596m).

2011 2010
£m £m
UK 364 372
Canada 188 128
International 114 a7
Non-covered 83 (1)
Gross EEV operating capital and cash generation from continuing operations 749 596
New business strain (226) (220}
Investment for transformation and growth {85) (89)
EEV operating capital and cash generation from continuing operations 438 287
Dividend declared (Em) 323 295
Coverage of gross EEV operating capital and cash to new business strain 33 2.7
Coverage of EEV operating capital and cash to dividend declared 1.4 1.0
Coverage of EEV operating capital and cash to dividend was 1.4 compared to 1.0 for 2010.
2011 2010
Free Required Free Required
surplus capital Net worth surplus capital  Networth
movement movement Movement movement movement  mMmovement
£m £m £m £m £m £m
Capital and cash generation from existing business 688 {45) 643 626 (22) 604
New business sirain (290} 64 {226) (265) 45 (220}
Covered business capital and cash generation
from new business and expected return 398 19 4“7 361 23 384
Covered business development expenses (50) - (50} (48) - (48)
Non-covered business core capital and cash generation {5} - {5} (47} - (473
Core 343 19 362 266 23 289
Efficiency {6} - (6) {12) - (12}
Back book management 78 4 82 66 {56} 10
EEV operating capital and cash generation from
continuing operations 4156 23 438 320 {33} 287
Capital and cash generation from non-operating items {372) 258 (114} 93 41 134
Total EEV capital and cash generation from
continuing operations 43 281 324 413 8 421
EEV capital and cash generation from discontinued
operations - - - 20 - 20
Total EEV capital and cash generation 42 281 324 433 8 441

All figures are net of tax. Net income directly recognised in the EEV statement of financial position, including exchange differences and distributions {6 and injections
from shareholders, is not included as these are not trading related cash flows.

Total capital and cash generation was £324m (2010: £441m). The reduction mainty reflects negative non-operating items in 2011.
In overall terms, our EEV cperating capital and cash generation from continuing cperations has increased to £438m:
« Capital and cash generation from existing business increased by £39m reflecting the higher opening in-force business values
+ Non-covered business core capital and cash generation was £42m higher compared to 2010 mainly due to increased profit

from our global investment management business

+ Back bock management contributed an additional £72m in 2011, including the benefits from post tax profits on the UK pension
scheme and tax variances and management actions to enhance investment yields in Canada
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Reconc.lhatmn. of Group operating p_ll‘oflt to EEV Reconciliation of Group operating profit to EEV operating capital and cash
operating capital and cash generation generation for the year ended 31 December 2011
As with EEV operating capital and cash generation, Group operating profit after tax from
Group operating profit removes the impact of short-term continuing operations |£457m
economic volatility. Whilst there is clear alignment ] "
between Group operating profit and EEV operating O e et of asse ﬂ €7m)
capital and cash generation, there are differences which
include: DACI/DIR, intangibles, tax and other [l £12m)
+ £7m negative impact from the difference in the . .

treatment of assets and actuarial reserves EEV operating capital and cash 4

S | i generation from continuing operations £438m

* £12m negative impact from the difference in the

treatment of deferred acquisition costs (DAC)/deferred
income recognition (DIR), intangibles, tax and other. Other includes the impact of different methodologies in respect of expected

income. In EEV operating profit this income is included on an expected retum basis but the actual fees are included in Group
operating profit.

Holding company capital and cash flows Holding company capitat and cash flows 2011 2010
In addition to the movement in capital and cash on an EEV basis, the £m £m
following summary provides an analysis of holding company cash flows Opening capital 1 January 665 602
and capital in relation to the Group's ultimate holding company, Standard . ) e

Life plc, and its overseas holding company, Standard Life Oversea Dividends received from subsidiaries 498 286
Holdings Limited. The capital position is based on these companies’ net Additional investments in subsidiaries (91) {75)
assets, excluding investments in operating subsidiaries. Group comorate centre costs (50) (54)
Dividends Cash dividends paid to shareholders {162) (186}
During the year, we paid the final dividend for 2010 of 8.65p per share, Other 12 92
amounting to £197m and the 2011 interim dividend amounting to £106m. Closing capital 31 December 872 665

The Scrip dividend scheme reduced the cash required 1o pay the 2010
final dividend from £197m fo £105m and the 2011 interim dividend from £3106m to £57m. We propose a final dividend of 9.20p per
share, making a total of 13.80p (2010: 13.00p). This represents an increase of 6.2%, reflecting the solid progress made during the
year. Following the removal of the scrip dividend option, a dividend reinvestment plan (DRIP) scheme has been made available for

the final 2011 dividend. We will continue to apply our existing progressive dividend policy taking account of market conditions and
our financial performance.

Capital management

Capital management is the ongoing process of determining and maintaining the quantity and quality of capital appropriate for the
Greup and ensuring capital is deployed so that the risk/return is optimised in a manner consistent with the expectations of our
stakeholders. This requires a clear understanding of the drivers of capital requirements and therefore capital managementis a
critical component in the sirategic planning process and the ongoing running of the business.

There are two primary objectives of capital management within the Group. The first objective is to ensure that capitat is, and will
continue to be, adequate to maintain the required level of safety and stability of the Group and therefore provide an appropriate
degree of security to our key 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.

Capital is measured and managed on both regulatory capital metrics and on internal economic capital metrics. Risk appetites are
set on an economic basis and the potential impact of business decisions on positions versus these appetites forms a key part of
the decision making process.

Credit ratings

External credit rating agencies perform independent assessiments 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 respeclively. There were no changes to these ratings in 2011. The Standard Life Assurance Company of Canada has a
separate rating from Standard & Poor's and was upgraded in June 2011 from A/Stable to A+/Stable.
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Business review continued

1.3 Chief Financial Officer’s overview continued

Group capital surplus

The Group capital surplus decreased by £0.7bn to £3.1bn. This is mainly due to the successful tender undertaken in September
2011 in respect of £0.6bn of Euro denominated lower tier 2 subordinated debt. Our capital surptus has remained robust despite the
volatility in equity and debt markets. The quality of our capital resources remains strong with £7.0bn (2010: £6.4bn) of core tier 1
capital.

Group capital resources include the capital resources within the long- Group capital surplus and solvency cover 2011 2010

term business funds but the Insurance Groups Directive (IGD) limits the £bn £bn
amount that can be recognised to the level of the capital resources Shareholders’ capital resources 31 3.0
requirement for that fund. This resu!ted_in a restriction of £1._Obn Capital resources arising from

(2010: £1.4bn} and a net zeso contribution to the Group capital surplus subordinated debt 1.1 18
from the long-term business funds. SLAL long-term business funds 31 -
The IGD surplus remains largely insensitive to a further 30% fall in Group capital resources 7.3 74
equities from the 31 December 2011 position, with the surplus estimated P p. ) ) )
to reduce by approximately £0.2bn. A 100bps rise in yields is estimated =~ _Group capital resource requirement (4.2} (3.9)
to reduce the surplus by approximately £0.2bn. Group capital surplus 31 38
Liquidity management Group solvency cover 173%  205%

- . 5 L. 2011 figures above based on estimated regulatory returns. 2010 based
Liquidity management is the ongoing process of determining the correct  on final regulatory returns.

asset mix for each business through balancing the interconnected needs
of matching the liability profile with appropriate assets, maintaining sufficient cash resources to meet unexpected demands and
achieving an appropriate yield on assets.

The Group's liquidity and capital management policy governs the level of liquidity that each business unit holds and the objective is
to ensure that sufficient liquidity exists across the business to withstand extreme stresses.

In addition to the substantial cash and readily realisable resources held within each business unit, the ultimate holding company,
Standard Life plc, held £0.6bn of cash and short-term debt securities as at 31 December 2011, an increase of £0.2bn from the
2010 year end. The stress testing undertaken during 2011 shows that Standard Life maintains a strong liquidity position.

We undertake specific liquidity stress testing to ensure that we can withstand a scenario of significant falls in asset values
combined with unprecedented levels of surrenders and claims. The stress testing methodology has been updated for recent events
in the Eurozone.

We also maintain contingency funding ptans across the business to ensure that each business unit is prepared for a liquidity issue.
As part of this contingency planning, Standard Life plc has a £0.5bn revolving credit facility with a maturity date of
31 December 2013 and this was undrawn as at 31 December 2011.
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Reconciliation of key capital measures

The following diagram illustrates the key differences between regulatory, IFRS and EEV capital measures at 31 December 2011:

1GD Remove Subordinated Asset and IFRS equity IFRS EEV Long-term Embedded
capital pelicyholder debt liability hoider funds intangibles net worth cost of capital value
capital racognised as valuation and other
a liability adjustments inadmissible
assets
£7.3bn (£3.1bn) £4.4bn £7.4bn
Regulatory
surplus
{£1.1bn}
£0.9bn £4.0bn (£0.4bn)
. | £3.6bn {£0¢.6bn)
Retained
famings L |
Required
capital
sharahoider
funds Other
resarves
Required
capital Share
of HWPF capital and
premium
IGD basis Capital in External Valuation IFRS equity Valuation EEV net Cost of PVIF and Embedded
long-term subordinated  adjustments adjustments worth required TVOG value
business liabilities for IFRS for EEV capital
funds

Looking forward

We delivered increased operating profitability and cash in 2011. Our investment programme and transformation are on track and
the successful implementation of our strategy is starting to show in an improved financial performance. We are well placed for a
post-RCR, auto enrolment and Solvency 2 environment, and we expect to continue to drive an ongoing improvement in financial

performance.

Jackie Hunt, Chief Financial Officer

Standard Lite
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Business review continued

1.4 Business segment performance
Business segment overview

Our perfermance across the Group demonstrates our commitment to meeting our objectives and delivering on our strategy
highlighted in Section 1.1 — Chief Executive’s overview.

Strategy

—

UK
We believe that the UK is an exciting market with
great potential for our business. Cur strong market
position provides significant opportunities for us ic
drive profitable growth within long-term savings and
investments.

Global investment management
We will continue to expand our capabitity in order to
deliver a wide range of solutions for clienis that help
diversify our revenue and profitability. Changes in
the market environment will continue to provide
many new opporunities.

N

18  Standard Life

(AUA and N Mavement in fee business AUA Movement in third party AUM
flows £12.9bn {£8.6bn
£13.9bn (£11.1bn) [ {£4.1bn)
£71.6bn S e £71.8bn
£98.9bn (€1.1bn) g4 ou.st
- —
L A= B A
Opening Gross Redemptions Market! Closing Opening Gross Redemptions Market/ Closing
1January inflows other 31 December] 1 January  inflows other 31 December]
2011 movements 2011 2011 movements 2011
+ Total AUA grew by £2.8bn to £122.0bn in 2011 + We achieved third party net inflows of £4.3bn,
s Core retail fee business net inflows grew by 19% continuing our unbroken record of positive inflows
to £839m over the last eight years
« Core corporate pension net inflows increased by » A notable number of new institutional clients were
46% to £2,024m reflecting strong growth won in the UK and Europe during the year
» MyFolio is growing rapidly and now has assets of * The external transfer of the money market funds
approximately £1bn of approximately £4bn is included within
. . . market/other movements
« Standard Life Wealth continues to grow with . .
assets of approximately £1bn + Third party AUM increased to a year end record of
N—— £71.8bn
2011 2010 2011 2019
Operating £m £m £m £m
profit
Fee basei-d revenE:e 625 593 Fee based revenue 383 33
Spreadfrisk margin 75 148
Total income 700 741 Maintenance expenses (227) (194)
Acquisition expenses (169) (172) Investment for
Maintenance expenses (332) (312) transformation and growth (31) {34)
Investment for Operating profit before
transformation and growth {53) {61} tax 125 103
Capital management 10 1) Interest and exchange rate
Other 64 59 maovements 1 3
Operating profit before Earnings before interest
tax 220 234 and tax (EBIT) 126 106

+ Fee based revenue increased by 5% due to
strong growth in AUA

« Spread/risk margin fefl in 2011 to £75m with 2010
benefiting from a reserve release of £30m

+ Maintenance expenses increased mainly due to
the impact of recently acquired businesses, but as
a percentage of AUA improved to 33bps

» Other comprises the remaining £64m
(2010: £59m) benefit following the change in the
basis of future pension increases in the UK staff
pension scheme

» Operating profit before tax up to £125m

» Revenue rese by 16% driven by strong third party
new business flows mainly into higher margin
products, such as GARS and UK mutual funds

+ Average fee revenue yield from third party
business increased to 37bps from 35bps

+ Maintenance expenses increased mainly due to
higher employee numbers to support growth.
Compared o total average AUM maintenance
expenses were controlled at 15bps (2010: 13bps}).




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.

Movement in fee business AUA

£2.3bn {E1.7bn)

£14.3bn

£0.3b
£14.0bn {£0.3bn}

5. T8

Opening Gross Redemptions Market/ Closing
t Janvary  inflows other 31 December]
2011 movements 2011

» Fee based AUA increased by £0.3bn due to strong net
flows despite negative market movemenis

s Fee business accounts for 55% of total AUA

+ Group savings and retirement net inflows improved to
£0.3bn

» Spreadfrisk net outflows improved from £0.4bn to
£0.3bn due to higher annuity sales and lower
redemptions

2011 2010

£m £m

Fee based revenue 166 150

Spread/risk margin 281 222

Total income 447 372

Acquisition expenses {61) (64)

Maintenance expenses (201) (193)
Investment for

transformation and growth (36) {35)

Capital management 38 30

Operating profit before
tax 187 110

+ Fee based revenue benefited from an increase in
management charge income from higher AUA

+ Spread/risk margin increased to £281m due to the
impact of specific management actions designed fo
enhance the investment yields on assets

+ Decrease in acquisition costs primarily due to lower
commission charges

« Increase in maintenance expenses to £201m mainly
due to the rise in AUA

International

Our strategy is to deliver profitable growth by expanding
our operations in attractive international and offshore
wealth management markets. We will also continue to
maximise the value in our existing wholly owned
businesses and to develop the joint venture businesses.

Movement in fee business AUA - wholly owned

£2.5bn  (£1.1bn)

! | (e0.20n)

£12.3bn

£11.1bn

/l ’%

Opening Gross Redemptions Market/ Closing
1Januvary inflows other 31 December]
2011 movements 2011

+ AUA in the wholly owned businesses grew by £1.2bn
driven by high net inflows despite weak markets

+ In the offshore business in Ireland, net flows were up
268% due to high retail inflows

+ Hong Kong net flows were up 87% in constant
currency

» Strong net flows in the Ireland domestic business and
Germany but lower than prior year due {o difficult
economic conditions

2011 2010
£m £m

Fee based revenue 221 212
Acquisition expenses {40) {31)
Maintenance expenses {132) (129)
Investment for transformation
and growth (12) (15}
Capital management 1 1
Total wholly owned 38 38
India and China JV
busir 2 (23)
Operating profit before
tax 40 15

* Operating profit before tax increased from £15m to
£40m driven by the progress of the JV businesses

» Operating profit befote tax of the wholly owned
businesses was maintained at £38m

* Fee based revenue increased by 4% to £221m from
the growing asset base

* Acquisition expenses increased to £40m in line with
new business growth and market initiatives

Standard Life
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Business review continued

1.4 Business segment performance continued
141 UK

“We are a major provider of long-term savings and investment solutions in the UK market. Cur 2011
performance shows continued momentum in all our market segments. The enhancements to our market- (Image Removed)
leading platforms, propositions and investment solutions allied to the forthcoming pensions reform and Retail
Distribution Review hrings unprecedented opportunities for us to grow our business, strengthening our
relationships with customers and advisers whilst also driving efficiency.”

Paul Matthews, UK Chief Executive

Financial highlights

2011 2010 Movement
Operating profit before tax from continuing operations £220m £234m’ (6%)
Operating return on equity 15.5% 17.4%  (1.9% points)
Assets under administration £122.0bn £119.2bn 2%
Net flows £2,125m £2.997m (29%)
EEV covered business operating profit before tax £461m £428m 8%
EEV non-covered business operating profit before tax from continuing
operations £67m £28m’ 139%

' Continuing operations exclude Standard Life Healthcare Limited, which was sold on 31 Juty 2010,

Market update

The UK market is in a period of unprecedented change, driven by customer demand as well as economic, regulatory and
technological trends which are creating exciting opportunities and challenges for both change and growth.

2011 saw economic uncertainty and volatility return to the forefront of UK financial markets, resulting in a more cautious sentiment
armongst our customers and the industry. We demonstrated our continued momenturn and resilience by retaining our number one
pesition in both our retail and corporate markets as customers, advisers and employers continued to rely on a brand that they can
trust.

Our regulatory environment is changing. The RDR and pensions reform will completely transform the nature, scale and profitability
of our marketplace. These changes will significantly increase the market available to Standard Life by stopping payment of
commission on new sales and by increasing the number of employees investing in pensions through auto enrolment. These
changes are causing customers, financial advisers and employers to seek holistic solutions to manage their risk whilst reducing
their administrative burden. Our suite of investment solutions and market-leading platform propositions means we are well placed
to support our refail and corporate customers, advisers and intermediaries through this industry transition.

Our customer campaigns, including our retirement roadshows and custemer mailings, together with government and media focus
on pensions and saving for retirement, is driving increased consumer awareness. The growth and usage of the internet and
technology has increased usage of our sites by consumers, driving engagement and efficiency. The UK has an ageing population
with people now seeking more flexible retirement solutions. We are well placed to benefit from these changes through the
continued development of cur investment solutions and platform innovations.

Profitability
Operating profit before tax 2011 2010 Operating profit before tax

£m £m
Fee based revenue 625 583

£234m

Spread/risk margin 75 148 £222m £220m
Total income 700 741
Acquisition expenses {169) (172)
Maintenance expenses {332) (312)
Investment for transformation and growth (53) 61)
Capital management 10 (21)
Other 4 59 2009 2010 2011
UK operating profit before tax from
continuing operations 220 234

UK operating profit before tax was £220m. The key movements from 2010 are:

+ Fee based revenue increased by 5% due mainly to higher AUA, with Wrap assets alone up 36% since 2010 as a result of
strong growth in net inflows and the impact of recently acquired companies. The average revenue yield on fee business
decreased to 73bps (2010: 77bps) mainly due to business mix.
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+ Spreadfrisk margin reduced by £73m as a result of annuity reserve strengthening in 2011. 2010 benefited from investment
strategy changes, partially offset by a mortality assumption change which together contributed £30m to the result. 2010 annuity
volumes also benefited from a change in retirement age legislation.

* Acquisition expenses of £169m are 2% lower than 2010, despite new business levels increasing by 8%. As a percentage of
PVNBP, acquisition expenses improved significantly to 12Cbps (2010: 133bps).

* Maintenance expenses increased mainly because of the impact of recently acquired businesses including Focus Solutions.
We are continuing to see the benefits of our scalable business model, with maintenance expenses expressed as a proportion of
average AUA falling to 33bps (2010: 34bps).

* [Investment for transformation and growth decreased to £53m as a number of key customer propaositions launched during
the year including our direct channel's online stocks and shares ISA and our corporate Wrap portal, Lifelens

+ Capital management improved from a loss of £21m in 2010 to a profit of £10m due to the investment of shareholders' funds in
higher yielding assets and the improved funding positicn of our UK staff pension scheme

+ Other reflects the remaining £64m benefit following the change in the basis of future pension increases in the UK staff pension
scheme. The initial benefit recegnised in 2010 was £59m.

UK EEV operating profit, including HWPF time value of options and guarantees and non-covered business, increased by 16% to
£528m (2010: £456m).

Operating return on equity

UK operating return on equity reduced to 15.5%. Although operating profit after tax of £204m was 3% higher than 2010, return on
equity fell by 1.9% points as a result of the combined effects of the asset position of our UK staff pension scheme and the impact of
higher market values of investments at the start of 2011.

Assets under administration and net flows

AUA grew by £2.8bn to £122.0bn in 2011. Fee based business, which Movement in fee business AUA
accounts for 82% of AUA, increased by 2% to £100.6bn due 1o strong net £13.9bn  (£11.1bn)
inflows, offset by negative market movements. As at 31 December 2011,
61% of total fee based AUA related to retail business (2010: 63%) and 39%

to corporate business (2010: 37%). Spread/risk business AUA increased by £06.9bn {£1.1bn)  £100.6bn
7% to £14.4bn with net outflows being offset by positive market and other . “'_¥
movements. /
Total UK net inflows for the year were £2,125m. Core retail and corporate ,&’ -
fee based husiness net inflows which drive UK profits, increased 37% to
£2,863m.

) . QOpening Gross Redemptions Market/ Closing
The growth in our core business was offset by net outflows of £87m, 1January  inflows other 31 December]
reflecting institutional pensions net inflows of £1,414m 2011 movements = 2011
(2010: £2,440m) and conventional with profits (CWP) net outflows of
£1,501m (2010: £923m). CWP does not contribute to UK profits. Net flows 2011 2010
Core retail net inflows {excluding CWP) increased by 19% to £839m. This £m £m
reflects a 7% increase in mutual funds net inflows which was driven by new Retail - core 839 704
business sales demonstrating our success in this market. Corporate — core 2024 1390
Core corporate net inflows (excluding institutional pensions and CWP) Fee based business — core 2,863 2,094
increased by 46% to £2,024m. This reflects very strong growth in our Fee based business — institutional
corporate pensions, driven by new scheme wins. pensions and scv\ef;s stiutiona (87) 1517
Spread/risk net outflows have increased by 6% due to lower new business Total UK fee based net inflows 2,776 3611
sales compared to 2010 as a result of the legislative change in retirement Spreadirisk business net
age. inflows (651)  (614)
New business performance Total UK net inflows 2,125 2,997

Despite the challenging trading environment, our PVNBP sales increased by
8% to £14,035m (2010: £12,956m).

In our retail business, sales increased by 3% to £6,400m (2010: £6,197m). Individual pensions, which includes individual SiPP,
rose by 2% to £3,936m (2010: £3,858m). Sales of savings and investments products increased by 8% to £2,151m (2010:
£1,997m). This includes a 10% increase in mutual fund sales to £1,972m (2010: £1,795m) reflecting the significant growth in sales
through our Wrap platform. Our savings and investments sales have performed strongly in 2011, with our net flows growing by 7%
within the overall mutual fund market that saw a decline of 39% on 2010 levels according to the Institute of Money Advisers figures.

In our corporate business, we have grown new business volumes strongly while maintaining stable margins. Corporate pension
sales have increased by 40% driven by our success in winning new schemes. In addition, our enhanced trust-based pension
proposition has been successful in attracting both new and existing schemes and contributed over £725m to sales in 2011.
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Business review continued

1.4 Business segment performance continued

1.4.1 UK continued
Delivering on our strategy

Qur ambition is to be the leading long-term savings and investments business, delivering competitive retail and corporate
propositions. This is underpinned by cur brand values of being an easy, predictable, responsible and beneficial organisation to do
business with.

In each of our core markets we ended the year in a strong position, with cur 2011 retail IFA market share improving to 14.9%
(2010: 14.6%) and our equivalent corporate market share improving to 19.1% (2010: 17.0%). Our market-leading positions in each
market have been achieved through the introduction of our investment solutions and our focus on managing our underlying cost
base through technology advances increasing our scalability.

We have put in significant work and investment over the last year, positioning ourselves more fully across the value chain to
provide market-leading solutions that benefit our advisers and customers. This places us in a unique position to support retail and
corporate markets, for both advised and non-advised customers, from the start of their investment journey to the end.

OQur business model
Increasing assets

In the retail market our focus continues to be on embedding our wealth management platform into progressive RDR-ready advisory
firms. We grow our assets by deepening and broadening our relationships with our target advisers through embedding our
solutions, helping to remove complexity and risk from their businesses, allowing them time to focus on their clients. The RDR is
causing significant change to many advisers’ business models. Through adopting our wealth management piatform, we have
partnered with a significant proportion of new model advisers who have moved to fee charging ahead of the new regulations.

We continued to build on the success of our Wrap platform in 2011 and now have approximately 1,000 firms using our platform.
We delivered enhanced functionality which focused on reducing risk and costs in adviser businesses. These enhancements
include improved client reporting, upgraded back office integration and the introduction of the Managed Poitfolio Services —
delivering a leading retail proposition and contributing to the increase of 37% in assets and 47% in customer numbers. Sales of tax
wrappers remained resilient despite the tough economic conditions.

Through refreshing our adviser and customer digital propositions, including launching an online stocks and shares ISA and online
mutual funds, we have seen Adviserzone user sessions increase by 14% and the number of page hits double from 4 million to 8
million.

In the corporate market our focus has been to attract large scheme employers to adopt our workptace solutions and leverage our
existing employer relationships. In 2011, we added 167 new schemes (2010: 182 new schemes) and we have seen enquiries more
than double over this period. The number of new members joining our existing schemes has increased by 12% over 2010 — a total
of 25,067 new customers.

We will continue to support our intermediary advisers through the regulatory changes in the market. The RDR will remove
commission from product selection and will force advisers to set charges in agreement with their clients. Post-RDR we are well
positioned to capitalise on these changes as we are already the leading provider in the nil commission market and have an
established model for those advisers who are already operating a charging model. From the end of 2012 employers will have to
automatically enrol all qualifying employees into a pension scheme, presenting a significant opportunity for Standard Life as we
help our corporate clients to comply with their new duties.

Our Lifelens proposition is key to our success in this corporate market for a selected number of schemes and we believe that the
combined sirengths of this and our Vebnet propositions will enable us to take full advantage of current and future market
opportunities.

Maximising revenue

We have strategically positioned ourselves across the value chain to maximise revenues from fees, platform and tax wrapper
charges and overall investment charges.

During 2011, we made significant progress with our high margin investment propositions. Our three most popular solutions,
Standard Life Wealth, MyFolio Managed Funds and MyFolio Multi-Manager Funds, secured total new assets in excess of £1bn in
2011.

The RDR and pensions reform have driven demand for risk based packaged investment solutions that fit the financial advice
process, whilst uncertain markets have also encouraged more investors to look for managed solutions offering lower volatility.

Cur current investment solutions range comprises a full private client discretionary service from Standard Life Wealth, the
Managed Portfolic Service, and the MyFolio fund range — the most comprehensive range of risk based funds available in the
market.

Our success is underpinned by our understanding of the UK corporate and retail markets and the end-to-end investment process.
Qur propositions benefited from the in-house investment expertise of Standard Life Investments and have demonstrated their
ability to deliver for our customers. Standard Life Wealth, our flagship discretionary investment service, demonstrated the strength
of its investment process by delivering positive returns in its core portfolio strategy for 2011, when all of the key Private Client
Indices provided by Asset Risk Consultants for competitor benchmark indices were negative.
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In January 2011 we acquired Focus Solutions. Combining their leading
point of sale and back office expertise with the leading compliance services
provided by threesixty allows us the capability to support our target advisers
across the value chain.

Lowering costs

We are continuing to see the benefits of our scalable business model with
maintenance expenses bps compared to average AUA falling to 33bps
(2010: 34bps).-Acquisition expenses as a percentage of PVYNBP reduced
significantly to 120bps (2010: 133bps).

Our overall strategy secks to lower costs through technology advances,
increased scalability and reduced commissions. We have in place a flexible
and efficient IT change model, leveraging cur investment in technology to
deliver exceptional digital experience and service. We are also re-using
core components across various channels creating scalable and Jow-cost
operations.

We are meeting the changing shape of demand and improving our
customers’ experience through active promotion of our online technology —
making us easy to do business with. At the same time, and demonstrating
the scalability of our operating model, we have significantly improved
customer service efficiency, with a reduction in full-time equivalent
employees of 15% since the end of 2009 despite an increase in our AUA of
16% over the same period.

We will continue to develop our iT and change infrastructure through
improving our enterprise architecture and re-engineering our IT change
processes. We will also look for strategic sourcing agreements 1o lower
cost, improve capability and provide increased flexibility in a rapidly
changing environment.

Acquisition expenses expressed as a proportion of sales

£14,035m
£12,956m
£10,180m
\o\\
'-\'
2008 2010 2011
OO PvnNep —a— Acquisition bps

Maintenance expenses expressed as a proportios of
average AUA

£101.0bn
£91.2bn 01.0b
£76.3bn
| g
“"-—0-—__“|
-
2009 2010 2011

000 Average AUA  —e— Maintenance bps
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Business review continued

1.4 Business segment performance continued
1.4.2 Global investment management

“Standard Life Investments is a premier asset manager with an expanding global reach. Our wide range of (fmage Removed)
investment solutions is backed by our distinctive ‘focus on change’ investment philosophy, disciplined risk
management and shared commitment to a culture of investment excellence. This has proved itself to be robust
and repeatable in both good and bad market conditions. We have an unbroken record of positive annual net
flows over the last eight years and have delivered a strong track record of profitable organic growth. Earnings
before interest and tax have a compound annual growth rate over the last five years of 14%.”

Keith Skeoch, Standard Life investments Chief Executive Officer

Financial highlights
2011 2010 Movement
Operating profit before tax £125m £103m 21%
Operating return cn equity 42.7% 41.0% 1.7% points
Earnings before interest and tax (EBIT)' £126m £106m 19%
EBIT margin' 34% 33% 1% point
Third party assets under management (AUM) £71.8bn £71.6bn -
Total assets under management £154.9bn £156.9bn (1%)
Third party net inflows £4,280m £6,200m (31%)

' EBIT and EBIT margin are key performance metrics for the investment management industry.

Standard Life Investments continued to deliver robust long-term investment performance in 2011, despite volatile markets. Third
party AUM increased to a year end record of £71.8bn (2010: £71.6bn}). Third party net inflows of institutional and wholesale
business were £4.3bn (2010: £6.2bn) in what have been very challenging market conditions. These underlying new business flows
underpinned strong revenue growth of 16%, driving EBIT up 19% to £126m and delivering EBIT margin of 34%. We continue to
focus on serving existing clients and winning new clients through strong investment performance, product innovation, global
distribution and high levels of customer service.

Standard Life Investments takes our responsibility as a long-term investor seriously. A comerstone of our investment process is
our belief that stewardship and environmental, sociat and governance (ESG) factors have a fundamental impact on long-term
investment retumns. Systematic consideration of stewardship and ESG factors at company level is firmly integrated into our
investment process using proprietary indicators in the analysis. In addition, as responsible long-term investors, we engage
regularly with investee companies to hold them to account and to promote high standards.

Market update

2011 was a difficult year for both financial markets and the fund management industry. The effects of the European sovereign debt
crisis, downgrade of the United States debt ratings by Standard & Poor’s and historic low returns in the safe haven sovereign bond
market were further compounded by downward revisions to growth forecasts in a number of major economies. Market sentiment
deteriorated during the second half of the year resulting in increased volatility across a range of markets. Equity markets in the UK
and abroad fell sharply as investors tried to reduce their exposure to higher risk assets. The volatile markets had a significant
impact on investor sentiment and resulted in a significant reduction in demand for mutual funds and a substantial fall in the
turnover of institutional mandates. Average market values were slightly higher than in 2010, despite increased volatility in global
financial markets. The average daily FTSE All-Share Index rose by 5% between 2010 and 2011,

Profitability

Operating profit before tax 2011 2010 Earnings before interest and tax
£m £m
Fee based revenue 383 331 £126m
Maintenance expenses {227) (194) £106m
Investment for transformation and growth {31) (34) £80m
Global investment management operating
profit before tax 125 103
Interest and exchange rate movements 1 3
Earnings before interest and tax (EBIT) 126 106
Operating profit before tax increased by 21% to £125m (2010: £103m). 2009 2010 2011

Revenue rose by 16% as a result of third party new business flows into
higher margin products, such as GARS and UK mutual funds, and the fee received following the external transfer of the money
market funds. This raised the average revenue yield on third party AUM 1o 37bp52 (2010: 35bps).

2 Excludes the fee received following the external transfer of the money market funds.
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Cost growth is the result of utilising opportunities in the market to accelerate the expansion of our business in our chosen markets.
Lower interest expense, coupled with foreign exchange gains also contributed to the increased operating profit. A £15m
subordinated loan was repaid at the end of 2010, leaving the business with no gearing. EBIT increased by 19% to £126m

(2010: £106m) and resulted in an EBIT margin of 34% (2010: 33%).

Operating return on equity
Operating return on equity has increased to 42.7% {2010: 41.0%) reflecting the shift in sales towards higher margin products.

Investment performance

We continued to deliver a robust investment performance over the longer term with 49% of funds over cne year, and 82% of funds
over three year time perieds outperforming their benchmark. Our GARS fund has outperformed its LIBOR benchmark over all key
time periods since inception and our mutual fund strength is shown by the proportion of eligible and actively managed funds (22
out of 29) rated A or above by Standard & Poor’s in the UK. The pipeline for institutional business is streng with fixed income and
GARS products attracting a lot of interest, increasingly from outside the UK. There is also positive demand for our mutual funds in
the UK and for our SICAV funds in continental Europe.

Assets under management and net flows

We achieved third party net inflows of £4,280m (2010: £6,200m). This represents 6% of opening third party AUM, excluding money
market funds. This continued Standard Life Investments’ unbroken record of positive annual net flows over the last eight years. UK
mutual funds net inflows of £1,643m (2010: £2,221m) were robust despite volatile market conditions. A significant number of new
institutional clients were won in the UK and Europe during the period, increasing the instituticnal client base in these markets by
13% despite a substantial slow down in the number of institutional mandates across the market as a whole. Qur high overall
retention rates are reflected in redemptions being only 14% of opening AUM, which is in the top quartile in the industry. Inflows
throughout 2011 have reflected the increasingly diverse nature of our product offering and the increasingly internaticnal character
of our clients and distribution channels.

Third party AUM increased to a year end record of £71.8bn (2010: £71.6bn). The transfer of approximately £4bn of money market
fund assets was offset by underlying new business flows. Third party AUM continues to represent 46% of total AUM (2010: 46%,).
In-house AUM decreased to £83.1bn (2010: £85.3bn) with favourable market movements offsetting outflows from the with profits
business. As a resuit, total assels managed by Standard Life Investments stood at £154.9bn (2010: £156.9bn).

Delivering on our strategy

During 2011, Standard Life Investments successfully launched its refreshed visual identity and brand positioning. This builds on
our commitment to increase the international nature of our business, as well as broaden the asset classes in which we excel, and
helps to ensure that we present ourselves in a way that reflects our ambition, strengths and increasingly diversified business.

The refreshed brand identity will ensure communications are more consistent, with greater clarity in information provided 1o our
clients, resulting in increased investor confidence. The refresh is supported by a major advertising campaign under the theme of
'Potential. Delivered’. This reflects our ongeing commitment to exceed our clients’ expectations.

We have entered into an agreement with John Hancock Financial giving the GARS fund access to the United States market and
allowing us to work with a leading distributor to help deliver potential for our global clients. We also continue to develop our
strategic alliance with Chuo Mitsui Asset Trust and Banking Company, one of the largest trust banks in Japan, for reciprocal asset
management services. The alliance sees Standard Life Investments provide advice on Chuo Mitsui's Global Equity Funds and
Chuo Mitsui manage and advise on Standard Life Investments’ Japanese Equity funds. We are also able to market each other's
investment strategies through our respective distribution networks.

Our business model
Increasing assets

We have achieved third party net flows of £4,280m, increasing third pasty assets under management to £71.8bn. We continue to
grow our share of the wholesale market in the UK, with UK mutua! funds AUM now exceeding £10bn. We also continue to develop
our GARS product range, with assets now over £13bn, and are strengthening our alternative capabilities in areas such as private
equity and real esiate. We also continue fo enhance our multi-manager offerings. MyFolio has proved successful since its launch,
providing new business flows into Standard Life Investments’ actively managed funds and now has assets of approximately £1bn.
Our pipeline of new investment initiatives is strong and we are confident that we will continue to meet the ever-changing demands
of our clients through new and innovative solutions.

Maximising revenue

The majority of 2011 sales were into high margin products including UK wholesale and the GARS asset class. We continue to
diversify our sources of revenue both geographically and by asset class. Geographically, we received net flows from Europe, US
and Canada in 2011. The diversity of our asset class offering is evidenced by net flows in GARS, fixed income, real estate and
overseas equities. EBIT has grown strongly with a compound annual growth rate over the last five years of 14%.

Lowering costs

The increasing volume of business in 2011 resulted in a rise in maintenance expenses from £194m o £227m. Opportunities in the
market were utilised to accelerate the expansion of our business in cur chosen markets. Maintenance expenses compared to total
average AUM were confrolled at 15bps (2010: 13bps).
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Business review continued

1.4 Business segment performance continued
1.4.3 Canada

“We have delivered many new propositions to our corporate and retail customers, addressing their retirement
needs. We are poised to take advantage of market opportunities in the group pensions space and have a fast-
growing retail segregated fund offering. Our business model focused on cost and capital efficiency has enabled
us to generate continued growth and increased operating profit levels, despite the challenging economic
cenditions. We are excited about the growth prospects in our key markets.”

Charles Guay, Canada Chief Executive

(Image Removed)

Financial highlights

2011 2010 Movement
Operating profit before tax £187m £110m 70%
Operating return on equity 14.6% 8.9% 5.7% points
Assets under administration £26.1bn £25.3bn 3%
Net flows £253m £683m 302%
EEV operating profit before tax £324m £250m 30%

Market update

Changing demographics including an ageing population, extensive personal debt and falling birth rates, emphasises the need for
individuals to ensure that they have adequate pension provision. The Canadian Government is expected to introduce Pooled
Registered Pension Plans, opening a new market to pension providers. We are one of the largest defined contribution (DC)
pension providers in Canada and are developing our plans for this new market. We are also seeing acceleration in the conversion
of defined benefit plans (DB) to DC plans, which will generate a significant opportunity for us to grow our AUA over the next few
years.

Profitability

Operating profit before tax 2011 2010 Operating profit before tax
£m £m
Fee based revenue 166 150 E187m
Spread/risk margin 281 222
Total income a47 372 £113m £110m
Acquisition expenses (61) 64)
Maintenance expenses (201) (193)
Investment for transformation and growth {36) {35)
Capital management 38 30
Canada operating profit before tax from 2009 2010 2011
continuing operations 187 110

Operating profit before tax increased to £187m (2010: £110m). The key highlights are:

» Fee based revenue benefited from an increase in management charge income from higher AUA

+ Spread/risk margin increased mainly due to the impact of specific management actions which led to a gain of £88m in 2011
(2010: £32rn). Specific management actions in 2011 included the sale of a property which realised a significant gain of £42m
and were designed to enhance the investment yields on assets. One-off reserving changes increased policyholder liabilities by
£57m (2010: increase £13m). In 2011, one-off reserving changes were adversely impacted by strengthened mortality
assumptions which were partly offset by revised invesiment allocations in line with the long-term asset strategy.

+ The decrease in acquisition expenses of £3m was primarily due to lower commission charges

+ The increase in maintenance expenses of £8m was mainly due to the rise in AUA and the associated costs incumred to service
and administer these assets

+ We continued to invest in growing our business and delivering enhancements 1o our client propositions with expenditure
during the period of £36m

* The increase in capital management of £8m was mainly due to an increased investment return on shareholder assets

EEV operating profit before tax increased by 28% in constant currency to £324m (2010: £250m). Back book results increased from
management actions designed to enhance the investment yields on assets and higher investment returns, but this was offset by
adverse changes in mortality assumptions.

Operating return on equity

Operating return on equity increased to 14.6% (2010: 8.9%) benefiting from the growth in operating profitability. We will continue to
manage our capital position to ensure that we generate sustainable returns for our shaseholders.
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Assets under administration and net flows
AUA increased by £0.8bn during the year. Cur fee business accounts for

Mavement in fee business AUA

55% (2010: 55%) of total AUA and has increased by 3% in constant £23bn  {£1.7bn}

currency to £14.3bn. The rise in fee business AUA has been driven by net

inflows, parily offset by negative market movements. Spread/risk AUA (£0.3bR)  cq4apn
increased to £10.3bn (2010: £10.1bn). £14.0bn — :

Net inflows increased by 305% in constant currency to £253m

(2010: £63m). Gross inflows in our fee business were ahead of 2010. J/I j :’

Strong sales in retail segregated funds and renewal premiums in group
segregated funds were partly offset by a fall in mutual funds sales.

Opening Gross Redemptions Market/ Closing
Mutual funds net outflows of £111m (2010: £39m) were impacted by lower 1 January  inflows other 31 December|

sales levels. This was partially offset by lower redemptions. 2011 movements 2011

In our spread/risk business, retail net outflows improved from £328m to £245m, mainly due te higher sales of annuities and lower
annuities and term funds redemptions. Group savings and retirement net outflows slightly improved to £206m (2010: £227m). A
large part of group insurance sales consisted of future renewal premiums which had a marginal impact on this year's inflows, which
increased by 6% in constant currency to £442m (2010: £411m).

Net flows £253m (2010: £63m, 2009: £361m)
New business performance
PVNBP sales decreased by 5% in constant currency 1o £2,928m Group savings £s3om
(2010: £3,048m). Excluding large wins in 2010 for group savings and and retirement (F) £420m
retirement, total sales increased by 12% in constant currency. £453m
Strong sales in our retail segregated funds, which increased by 22% in G ) (£206m)
constant currency, led to an increased market share and drove our retail | USRS ol (£227m)
line sales. Individual insurance, savings and retirement increased by 17% in (£166m)
constant currency. Mutual funds sales decreased to £218m (2010: £313m).
Group savings and retirement sales decreased by 26% in constant Individual insurance, £199m
currency. Excluding large wins in 2010, sales in this product Iine increased | 1279 and retirement £158m
by 8% in constant currency and our core defined contribution sales £35m
increased by 16%. Group insurance and disability management business
was successful, with strong growth in market share. individual insurance, (£245m)
savings and retirement  {(E328m)

Delivering on our strategy (SR) {€72m)
Our strategy is to differentiate our business by providing innovative
retirement and investment solutions combined with a world-class customer £86m
experience. Group insurance {S/R) £79m

£65m
Qur business model
Increasing assets runds (¢ {E111m)
In our group savings and retirement line, we delivered the second phase of Mutual funds (7} (£3%m)
the member statement project that allows for significant member } £48m
customisation. The trust application addition to our SLX ptatform enabled us 02011 Jz2010  [J2008

to secure key accounts. We added several investment managers and new
funds to our Quality and Choice Investment Programme and we have launched our simplified Ideal Term Funds and new Socially
Responsible Investment option. In our retail line, we expanded our successful segregated funds range with the launch of the Idea)
Income Series. We launched new Scocially Responsible Investment segregated funds and introduced four new mutual funds. We
enhanced our distribution through an agreement with Qtrade Financial Group, an online brokerage and investment dealer.

In our group savings and retirement line, product enhancements enabled us to win 204 new defined contribution accounts,
increasing members to 561,000 (2010: 537,000), with defined contribution AUA increasing by 3% in constant currency to £9.4bn.
The strength of our retail sales force and investment fund offering led to strong sales and increased asset share in our retail
segregated funds, where we were ane of the fastest growing companies in 201 1.

Maximising revenue

The average revenue yield on our fee business decreased slightly to 117bps (2010: 118bps), reflecting pricing conditions
prevailing in our markets. Qur spread/risk margin reflects several actions taken during the year to maximise cash flows on assets
and enhance investment yields. On 1 January 2012 we ceased selling individual life insurance products in order to sharpen our
focus on long-term savings and investments.

Lowering costs

We continue to see the benefits of our scalable business model with maintenance expenses compared to average AUA falling o
85hps (2010: 86ps).

\ ' As measured by net flows as a percentage of opening AUA.
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Business review continued

1.4 Business segment performance continued
1.4.4 International

“Our Internationaf business operates in markets and market segments which offer significant growth potential. (image Removed)
The propositions we offer are centred on flexible investment solutions, innovative life assurance wrappers and
digitat capabilities. This approach proved successful in 2011, delivering growth despite difficult market
conditions.”

Nathan Pamaby, International Chief Executive

Financial highlights - whelly owned

2011 2010 Movement
Operating profit before tax £38m £38m -
Operating return on equity 9.9% 10.2%  (0.3% points})
Assets under administration £12.3bn £11.1bn 11%
Net flows £1,448m £1,412m 3%
EEV covered business operating profit before tax £99m £90m 10%
EEV non-covered business operating loss before tax {E£8m) (E7m) (14%)
Financial highlights - joint ventures (Standard Life’s share)
2011 2010 Movement
Operating profit/(loss) before tax _£2m (£23m) 109%
Operating return on equity 2.8% (24.5%) 27.3% points
Assets under administration £1.2bn £1.2bn -
Net flows £275m £254m 8%
EEV covered business operating profit before tax £5m £3m B87%

Market update

Overall customer sentiment was impacted by market uncertainties caused by the Eurozone crisis and volatile investment markets.
International operates in a number of territories and these are subject to different market dynamics. In Germany, the economy
continued to grow in 2011 and our successful repositioning saw us increasing our market share, particularly in the second half of
2011. The domeslic market in Ireland was dominated by customers’ reactions to the economy and austerity measures. Qur
businesses in Ireland performed well in these difficult conditions and increased our market share to all time high levels in our
chosen market segments. Economies in Asia continued to grow strongly and we are well placed to expand our operations in cur
chosen markets. Changes to product regulaticn in India impacted sales levels in this market in the short term. However, the India
joint venture has performed well despite the challenging regulatory environment and has improved both positioning in the market
and market share.

Profitability

Operating profit before tax 2011 2010 Operating profit before tax
£m £m
Fee based revenue 221 212
Acquisition expenses 40) (31) £40m
Maintenance expenses {(132) (129) £23
m

Investment for transformation and growth (12) (15)
Capital management 1 1 £15m
Total wholly owned 38 a8
India and China JV businesses 2 (23)

A 2009 2010 2011
International operating profit before tax 40 15

Operating profit before tax increased to £40m from £15m. The key highlights are:

* Fee based revenue increased by 4% to £221m (2010: £212m) driven by the increase in AUA

+ Acquisition expenses increased to £40m (2010: £31m) in ling with the higher new business and market initiatives

+ Maintenance expenses were broadly stable reflecting the scalable business model. The increase to £132m (2010: £129m) was
driven by commission paid on existing business and higher investment fees in line with the growing AUA and back book

= Operating profit before tax of the wholly owned businesses was maintained at £38m, despite difficult market conditions

+ The joint ventures contributed an operating profit before tax of £2m (2010: loss £23m) to the Group, which reflects their
positive progression and our ongoing investment to support their development
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Total EEV operating profit increased to £96m from £86m. EEV operating profit before tax of the wholly owned businesses,
including nen-covered business, increased to £91m (2010: £83m) predominantly from improved back book profitability in Ireland
and Germany. EEV covered business operating profit before tax for the joint ventures was up to £5m (2010: £3m) with improved
back book profitability partially offset by lower new business contribution.

Operating return on equity

Operating return on equity for total International increased to 8.2% (2010: 1.7%) driven by the strong improvement in operating
profits, predeminantly from the joint ventures. The total International cperating return on equity consists of 9.9% for the wholly
owned businesses and 2.8% for the joint ventures.

Assets under administration and net flows

AUA in the wholly owned businesses grew by £1.2bn to £12.3bn

(2010: £11.1bn) due to high net inflows in the year. Net flows of the wholly
owned businesses increased by 3% to £1,448m (2010: £1,412m). This
was mainly due to strong retail business inflows into our offshore bonds £11.1bn

Movement in fee business AUA - wholly owned

£2.86n  (£1.1bn}
( ] (£0.2bn)  £12.3bn

where net flows increased to £627m (2010: £496m). Net flows in Hong
Kong rose to £63m (2010: £35m) due to new business sales and regular l »
premium flows. In Ireland domestic business, net inflows fell to £194m ,/ ,%
{2010: £215m) with outflows driven by the economic situation and
austerity measures. Net flows in the joint ventures increased by 8% to
£275m (2010: £254m) with AUA of £1.2bn at the year end. Opening  Gross Redemptions Market!  Closing

1 January  inflows other 31 December|

New business performance 2011 movements 2011

PVNBP sales in the wholly owned businesses increased by 18% in constant currency to £2,275m (2010: £1,929m). Ireland
offshore bonds sales were 26% higher due te an improved proposition and better positicning in the wealth market. In Ireland
domestic business, sales increased by 7% in constant currency. This was due to our strong investment proposition and high sales
in the first half of the year as a reaction to legislative changes. In Germany, sales of £424m (2010: £337m) were 25% higher in
censtant currency driven by the launch of new propositions to revitalise our market presence. Hong Kong performed very we!l with
sales of £320m (2010: £294m), up 13% in constant currency and jeading to an increased market share. In India, sales were £414m
(2010: £444m), down 1% in constant currency due to regulatory changes which have impacted the whole industry. Effective
management of the recent market changes in India helped to increase cur market share in the private market to 15% (2010: 12%).
In China, sales decreased by 20% in constant currency to £86m (2010: £106m) due to refocusing the business on more profitable
market segments and distribution channels.

Delivering on our strategy

Cur strategy is to deliver profitable growth, expanding our businesses in attractive international and offshore wealth management
markets (offshore bonds, Hong Kong and new markets), developing the joint venture businesses whilst maximising the value of our
existing domestic businesses. 2011 saw us making good progress with strong growth in offshore bonds and Hong Kong from new
proposition launches together with the development of our international offshore business. In Germany, we have introduced new
propositions and are developing new product lines to reduce the reliance on with profits products. In China, we have a new
management team in place under the leadership of a new general manager. We have produced a strategic plan to develop the
business and are working closely with our joint venture pariner o implement this.

Our business model
Increasing assets

We have underiaken significant proposition development work in both our domestic and international offshore businesses to
generate higher inflows.

Market share in Hong Kong grew with targeted sales and marketing activity and market-leading propositions, like Harvest Supreme
and the jaunch of new propositions such as Aspire. In Germany, a series of propositions were launched to refresh our market
presence and emphasise our expertise in the unit linked market. We are actively targeting to diversify away from with profits
business and emphasise our investment expertise. [reland saw a focus on our digital propositions and the offshore business
launched a recurring single premium variant of the offshore bond which was rated ‘Best Regular Premium Investment Product’ by
the monthly publication, international Adviser.

These market initiatives and our strong customer relationship mede! contributed to the 14% increase of wholly owned gross inflows
in 2011 leading to an 11% increase in wholly owned AUA to £12.3bn.
Maximising revenue

The average revenue yield on fee based business decreased to 186bps (2010: 212bps) reflecting the change in asset mix across
the International territories and also the charging structure of legacy business. Our market development activity remains focused
on driving growth in attractive markets, offering high value propositions and promoting high value Standard Life lnvestment
propositions such as GARS.

Lowering costs

Maintenance expenses expressed as a proportion of average AUA fell from 129bps to 111bps in 2011 with continued efforts to
drive efficiencies across all territories.
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Business review continued

1.5 Risk management

“We are focused on delivering a strong framework that enables the risks of the Group to be identified, assessed,
controlled and monitored consistently, objectively and holistically. This helps provide resilience and financial
strength in the face of extreme conditions and a strang support for future growth and development.”

Colin Ledlie, Chief Risk Officer

(Image Removed)

| Market risk | Credit risk

Definition The risk that arises from the Group's exposure to The risk of exposure to loss if a counterparty fails to
market movements which could result in the value of perform its financial obligation, including failure to
income, or the value of financial assets and liabilities, or | perform those obligations in a timely manner. It also
the cash flows relating to these, fluctuating by differing includes the risk of a reduction in the value of assets
amounts. due to a widening of mortgage, bond and swap

spreads.
Appetite The Group has no appetite for market risk exposures The Group has an appetite for credit risk to the extent

except where they arise as a consequence of core
sirategic activity. Business units are expected to limit
market risk exposures by matching the features of
liabilities to features of assets. Exposures may be
incurred where there is an overriding business need
and specific appetites will be established as necessary.

that acceptance of this risk optimises the Group risk-
adjusted return. However, the Group has limited
appetite for significant losses arising from counterparty
failures and maintains robust risk limits which Group
companies must adhere to.

Main sources
of risk

Equity and property risk

« Changes in the value of future profits earned on unit
linked funds and collective investment schemes
where the funds are invested in equities and property

+ Bumthrough from the Heritage With Profits Fund
(HWPF) and German With Profits Fund

+ Guarantees on segregated fund business in Canada

Fixed interest risk

+ Changes in the value of future profits earned on unit
linked funds and collective invesiment schemes
where the underlying funds are invested in fixed
interest assets

+ Bumihrough from the HWPF and German With
Profits Fund

+ Insufficient long-dated fixed income assets to match
the longest dated liabilities in Canada

Currency risk

+ Exchange rate movements that reduce the value of
overseas operations and profits generated by them

+ Changes in the value of future profits on unit linked
funds and collective investment schemes where the
underlying funds are invested in overseas assets

The Group is exposed to credit risk through:

+ Changes in the value of future profits earned on unit
linked funds and collective investment schemes *
where the underlying funds are invested in corporate
bonds

s Bumthrough from the HWPF

Credit risk also results from holding the following

assets:

+ Corporate bonds held to back annuities written by
SLAL post-demutualisation

» Assets held to back the subordinated debt in SLAL, a
proportion of which are asset backed securities that
are held for historical reasons

+ Corporate bonds and commercial mortgages held in
Canada to back annuities

Other holdings of cash and cash equivalents, debt
securities and the reinsurance of certain insurance
liabilittes to reinsurance counterparties also results in
credit risk.

2011 summary

The economic crisis in the Eurozone has resulted in
increased volatility in the equity and bond markets with
UK, German and Canadian fixed interest yields falling.

In response to this we have:

« Increased hedging to reduce the impact of falling
Euro vields

« Implemented dynamic hedging of guarantees
provided for Canadian Segregated Funds

+ Maintained hedging arrangements in respect of the
currency risk arising from our overseas operations

* Monitored the level of equity and property held within
the HWPF

We have also reviewed our portfolios to consider both
the direct and indirect consequences that could arise
from one or more countries ceasing to use the Euro.

The economic crisis in the Eurozone has resulted in the
value of debt securities issued by certain sovereign
states and banking counterparties falling in value.

We have responded to the Eurozone crisis by:

+ Proactively managing the benchmarks of our fixed
interest portfolios, in particular to remove exposures
to peripheral sovereign debt

+ Restricting our holdings of cash and cash
equivalents fo banks that we assess 10 be of
appropriate credit standing, taking into consideration
both direct and indirect factors such as the potential
impact of contagicn risk on these banks

We have also reduced our securities lending activity
during the year which has reduced our counterpaity
exposures.
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pense 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.
This includes liabilities of insurance and
investment contracts.

Liquidity risk
The risk that the Group is unabie to
realise investments and other assets in
order 1o settle their financial obligations
when they fall due, or can do so only at
excessive cost.

Operational and strategic risks
Operational risk is the risk of adverse
consequences for the Group's business,
resulting from inadequate or failed internal
processes, people or systems, or external
events. Strategic risk is the risk associated
with the robustness of the planning process
and threats to achieving the strategy.

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

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

The Group has an appetite for operational
risks where exposures arise due to core
stralegic activity. However, 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 benefits.

Persistency

* Changes in the value of future profits
earned on unit linked funds and
collective investment schemes in the
UK and future recourse cash flow
payments from the HWPF

« Changes in the value of future profits
earned in respect of Standard Life
Investment’s third party AUM and
segregated fund business

Longevity

+ Annuity contracts written by the UK and
Canada where the current experience
differs from that expected, more
volatility of experience than expected,
or the rate of improvement in mortality
is greater than anticipated

Expense

+ Changes in the value of future
expected expenses

= Shareholder is directly exposed to risk
of expenses being above expectation

The Group is exposed to liquidity risk

from the following sources:

* The type of business that is written,
the assets and liabilities arising from
that business and how the assets
are managed to meet those liabilities

» Operationa! aspects of the business,
for example the management of
cash as it flows into our business as
premiums and cut of our business as
claims and the payment of corporate
cash flows including dividends,
coupons and debt repayment

« Potential liquidity issues in unit linked
funds due to the underlying asset
classes

» The collateralisation of derivatives
which results in cash volatility as the
value of the derivative changes

The key operational and strategic themes

affecting the Group are:

* Management of existing processes

» Management of information security

+ Management of third party providers

» Project and programmes — managing
change and the execution of projects

+ People - succession planning, skilling
and resource levels

+ Delivering the strategic plan

We are actively engaging with advisers in
the market to minimise the potential
adverse impacts resulting from advisers
seeking to move schemes in advance of
the RDR being implemented in 2013.

A key commercial focus over the year has
been to develop propositions to increase
the retention of funds when insurance and
savings contracts reach maturity.

We have continued to monitor emerging
research into longevity, for example from
the Office for National Statistics and the
industry-wide Continuous Mortality
Investigation, in order to inform our
in-house view of likely future
improvements in life expectancy.

The economic crisis in the Eurozone
has reduced the liquidity for certain
asset classes. Through our monitoring
of market conditions we have scught to
anticipate potential issues.

During the year we have continued to:
= Centrally co-ordinate strategic
planning and funding requirements.
This helped support our decision to
repurchase some of our
suberdinated debt during the year.
» Maintain a portfolio of (currently
undrawn) committed bank facilities
In 2011 we also established a Euro
Medium Term Note Programme.

The Group has not invoked any deferral
terms on unit linked contracts during
the year and there are no funds subject
to deferral at 31 December 2011.

The final judgement of the European Court
of Justice in the Test-Achats case requires
insurance contracts to be gender neutral in
terms of pricing and benefits from 2012.
Our UK and International businesses are
well placed to meet the requirements.

We have continued to work on
implementing appropriate processes and
controls to prepare for regulatory changes.

The Eurozone crisis has presenied
additional pressures on various operating
processes and systems during the year
however the controls embedded within the
Group have ensured we have been able {o
avoid any serious losses or adverse
conseguernces.
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Business review continued

1.6 Our customers

"We serve a wide variety of customers — individuals, financial advisers, corporate customers and large
institutions. Our role is to help all of our customers lcok forward to their financial future with confidence and
optimism. We continue to drive our transformaticn by putting customers at the heart of everything we do.”
Brice Kelsall, Group Marketing Director

(Image Removed)

Listening to customers

Putting customers at the heart of our business means we need to keep listening to them and developing our
understanding of their needs and challenges.

We do this in a number of ways. On a day-to-day basis there are numerous conversations between our customer service and
relationship management teams. We collect more structured feedback from our customers on our performance through detailed
customer questionnaires. These include the new deeper insight programmes to analyse client needs in Standard Life Investments
and the real time customer feedback techniques used in cur customer service operations. We undertake detailed research to
understand how our customers are preparing for major events such as pensions reform and the RDR and how we develop areas of
our propositions.

However, we also employ more innovative techniques. Qur online custemer community has now grown to almost 1,500 members
with 390 active members providing regular feedback on a number of issues such as our literature, our use of social media, and the
role of the adviser in advance of the RDR. Customer closeness events between our senior leaders and customers have continued
during 2011, with 17 being held across the UK. These sessions allow the senior team to hear first hand customers’ views and
opinions.

Developing our Brand

tn 2011, we took ancther important step on our transformation journey when we launched our new repositioned brand across the
Group. The repositioning was accompanied by investing in new propositions and capability. In the UK we relaunched our brand via
an enhanced Agdviserzone platform for advisers, a new www.standardlife.co.uk website and through the corporate proposition of
Lifelens. New customer propositions and digital services accompanied the rollout of the new brand in Germany, Ireland and Hong
Kong. In May, the Standard Life Investments brand was re-faunched with a new messaging platform for institutional and wholesale
clients. The results of a recent Standard Life Investments client survey indicate sustained brand loyalty and high levels of pride in
association with 78% of clients stating that they would like to still be doing business with Standard Life Investments in 10 years'
time.

The new brand positioning was accornpanied by a new visual identity but the brand is more than just a new look — it's about the
way we work and the experiences we create for our customers. And it is about the unique combination of capabilities we have that
differentiates us strongly from competitors. We are a leng-term savings and investments business that helps customers look
forward to their financial fulure with confidence and optimism. This is summed up in our new endline, The Way Forward.

Underpinning our brand are four piliars that recognise the core needs of customers:

e Working to ensure that we offer products that are easy to understand and access, and that Standard Life is easy to deal with

= Being consistent in the service experiences we offer and transparent about how our products work and how we charge

» Acting responsibly in terms of how we operate as a business, helping our customers make informed choices and recognising
our broader role in the socielies we serve

¢ Helping customers handle their finances effectively. Our core purpose is to help customers take better care of their money.

Technology now plays an important role in the lives of all cur customers and is also an important component of our brand. The way
that we help our customess think and plan for the future, purchase our products and manage their finances, has been evolving to
meet these dramatic digital changes. Our business with advisers is increasingly written through our award-winning technology
platforms. Consumers can now purchase an ISA and pension online and manage their products through our online servicing
capability. In 2011, we launched Facebook, Linkedin, YouTube and Twitter feeds across our consumer and adviser channels,
which are enabling us to engage in a different form of dialogue around long-term savings and investments. in Hong Kong, over
5,000 customers have downloaded the Asian iPhone and iPad app that enables them to view and transact against their portfolio.

Treating Customers Fairly

We are committed to building a customer-centric organisation. We have embedded the Financial Service Authority’s Treating
Customers Fairly (TCF) principles across the business and continue to have a strong management focus on how we deliver
against the six TCF outcomes. However, we seek to deliver over and above these principles and we have significantly enhanced
our complaint management process to give customers a more consistent and fair experience. In addition, we continue to invest in
and improve the customer experience.

Supporting consumers

A key theme from our customers is the importance of clear communication and helping them to befter understand the issues and
choices they have in planning for their financial future. Responding to this has been a major theme in 2011,
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Cur www.standardlife.co.uk website has been extensively redeveloped. This meant improving the structure and design and
simplifying the content. Our website now:

+ Engages customers with clear, interactive and open content designed to help them get to grips with their finances

+ Leis customers apply for the Active Money Personal Pensicn online

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

* Lets customers purchase ISAs and mutual funds online

Consumer-focused websites in our international markets have all been redeveloped in a similar manner and we have substantially
rewritten many of our brochures and standard letters to try to ensure that we communicate in a straightforward and accessible
manner.

We also piloted our programme of Customer Retirement Roadshows in 2011 and are rolling them out throughout the UK in 2012.
The roadshows are designed to help our customers prepare for their retirement by informing them about their retirement options
and helping our customers o understand those options.

Supporting financial advisers

In 2011, we continued broadening and deepening our relationship with advisers, offering hands-on support in the run up to the
RDR 2013 deadline. We aligned our propositions and technology to support advisers with end-to-end client solutions covering tax
and retirement planning and investments. In addition in the UK, threesixty has continued to provide independent consulting and
business support services, plus specific help with regulatory compliance.

Another key focus for 2011 has been to enhance our technology offering. We've continued to invest in the development of our
market-leading Wrap platform, which is now being used by approximately 1,000 adviser firms. Further support is provided through
Focus Solutions with their unrivalled point-of-sale and integration capabilities. Standard Life Investments launched Learning
Gateway, a free online training portal to support advisers through the RDR transition and beyond, with over 2,800 advisers
registered.

Based on adviser feedback, we launched our new Adviserzone.com in February 2011 to deliver more efficient new business
processing and client servicing, with enhanced functionality and upgraded online tools. The objective is to enable IFAs to offer
better value to their clients whilst reducing time spent on processing and administration. Later in 2011, we launched our dedicated
tax planning hub on Adviserzone which offers tax planning solutions buift around advisers’ clients whatever their need or income
level.

In Hong Kong, we enhanced the online servicing proposition for IFAs enabling them to initiate bulk fund switching on behalf of their
clients electronically. 7,500 transactions of this nature are processed every month.

Corporate customers

In early 2011, we launched the employee benefits platform, Lifelens. This cutting-edge technology allows employers to 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. Lifelens has been well received by the market and
after successfully streamlining our approach to its implementation, we expect the next wave of clients to transition during 2012.

We have been designing a pensions reform solution to help companies to meet the requirements and also minimise the disruption
and cost of complying with the new regulations in the market. An example of this is by helping fully automate the auto enrolment
process.

We launched a new ‘Master Trust’ proposition for employers wishing to move away from defined benefit or own trust solutions but
wanting the reassurance of governance and modern investment choices for their employees.

In line with our theme of better communication for consumers, we have also significantly improved the information companies use
to explain their pension schemes to employees, designing new websites and joining guides.

Throughout 2011, we delivered a number of thought leadership white papers and events debating some of the issues facing
employers and intermediaries in the corporate market. These have included the implications of regulation, pensions scheme
restructures and the importance of the design of default funds.

Expanding our investment offering to customers

We continued to develop and improve our invesiment solutions throughcut 2011. The MyFolio range of governed, risk-managed
funds, has been extended with additional variations launched catering for customers with an income investment preference and for
the corporate pension market. Standard Life Wealth also launched a Managed Portfolio Service which brings its unique investment
approach to a wider range of potential customers.

Satisfied customers
UK

We keep close tabs on our customers’ thoughts and views of the service we give, a key measure being ‘real-time customer
feedback’ — gaining feedback on our service levels straight after a service interaction. Our average rating for 2011 for customer
satisfaction is 4.85 out of 5 (2010: 4.83) and for intermediary satisfaction it's 4.74 out of 5 (2010; 4.70).
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1.6 Our customers continued

In 2011 our UK business was recognised with awards, including:
+ ‘Life and pensions five star provider award’ at the Financial Adviser Service Awards

* Five awards from the Finance and Technology Research Centre (FTRC). Our Group SIPP; Group Personal Pension; Group
Contracted-in Money Purchase; and Wrap platform all received the top ‘eee’ rating. We were also awarded SIPP and SIPP
specialist ‘eee’ rating for the third consecutive year.

‘Best Website for IFAs’ at the Professional Adviser Awards

‘Bundied/Full Service Defined Contribution Provider of the Year at the UK Pensions Awards

‘SIPP andfor SSAS Provider of the Year and ‘Best Income Drawdown Provider at the Financial Adviser Life & Pensions Awards
At the Aberdeen UK Platform Awards we were awarded "Wrap Platform of the Year

Global investment management

QOur business is underpinned 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 investment performance —won us a

number of awards in 2011 including:

» Standard Life Investments’ UK Smaller Companies Trust won ‘Best Shareholder Value' category at the Investment Trust of the
Year Awards. The Trust also won, for the third year out of the past four years, the ‘UK Smaller Companies’ category.

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

» ‘Most Innovative Asset Manager’ at the Engaged Investor Trusiee Awards

+ Standard Life Investments’ UK Equity Unconstrained Fund was ‘Highly Commended’ in the ‘UK All Companies’ category at the
2011 Moneywise Fund Awards

+ ‘Investment Manager of the Year and ‘DC Investment Only Provider of the Year at the UK Pensions Awards 2011

» Atthe 2011 Eurofonds — Fund Class Awards, Standard Life Investments won a special award as ‘Best Asset Manager in Europe
over 7 years’ in the asset managers category with between 26 and 40 funds rated, including both OEICs and SICAVs

+ Five awards at the prestigious Lipper Fund Awards 2011. The funds recognised were the European Smaller Companies SICAV,
the China Equities SICAYV, the UK Smalter Companies Fund and the Managed Fund (two awards).

+ Standard Life UK Smaller Companies Fund named 'Best UK Small-Cap Equity Fund' at the 2011 Morning Star UK Fund Awards

« Standard Life Investments’ Global Absolute Return Strategies Fund won ‘Best Absclute Return Fund' at the Professional
Adviser Awards 2011

Canada

High quality customer service is the basis of our growth strategy. We focus on building retention and strong customer relationships.
In 2011, our client retention level based on internal methodology was 93.2% (2010: 94.4%). We are 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 participants to administer
our praducts.

Our customer focus has earned us a number of awards throughout the year, including:

+ ‘Qutstanding Integrated Ad Campaign’ award from the Web Marketing Association, recognising our multimedia campaign 'To
make a long story shorl’, promoting our revamped member statement

» Eight Insurance and Financial Communicators Association awards, recognising excellence in marketing and communications
creativity, design and writing in the North American insurance and financial services industry

» Environics Adviser Perception Study ranked Standard Life Canada second in advisor perception of overall company and
segregated funds division, and ranked first amongst top-selling advisers

» The Siandard Life Cerporate Bond Fund won a Lipper Fund Award in the Canadian Fixed Income category over a three-year
period, recognising the falent, discipline and management style of our portfolio manager, Standard Life Investments

International

One of our core values is to deliver exceptional customer service and always put our customers at the heart of our thinking. In

2011, we actively managed our customer relationships which led to very good customer retention in our offshore bond business

and Germany. In Hong Kong we developed additional web-enabled services which will add further customer vatue to our

propositions.

All International operations are committed to maintaining the highest level of customer service. This commitment to customer
service was acknowledged during 2011 by various awards received by our operations including:

+ The German business won two awards for outstanding service and broker support

+ The offshore bonds business received an International Adviser Award for ‘Best Adviser Support and Customer Service — UK
Oftshore’ in 2011

+ The offshore bond business also received 'Best Regular Premium Investment Contract’ award for our recurrent single premium
contract from the monthly publication, Intemational Adviser

+ InIndia, HDFC Life won the ‘Best Product 'nnovation Award 2011 — Life Insurance’ for the HDFC SL Crest product
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1.7 Our people

“To become a more customer-focused business we need to develop and harness the talents of our people,
working closely with them {o make change happen. We believe that highly engaged people are mare
productive and have a positive effect on profit and shareholder value. So, in 2011, we focused on getting great
employee insight and using this to help strengthen the relaticnship that each individual employee has with our
business. During 2012 we will continue to focus on increasing leadership capability, ensuring our leaders are
equipped to help our people grow and fulfil their potential.”

Sandy Begbie, Group People and Operations Director

{Image Removed)

Employee engagement

In April 2011 we introduced a new approach to measuring employee satisfaction with the launch of the ‘InterAction’ survey.
‘InterAction’ measures how engaged employees are and how enabled employees feel to do their job to the best of their ability. 86%
of our employees worldwide participated and we used this insight to develop clear action plans at both Group and business unit
levels to address the key themes identified.

We have embarked on a group-wide programme of activity to bring to life what we stand for as an organisation. By June 2011 over
600 employees across Standard Life Group had come together at sessions in all locations to share their 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 al} of our
geographies and communities. We have used our undersianding of what we stand for as an organisation to help define what
underpins how we do things in Standard Life; ‘We Care, We Do The Right Thing, We Come Together, We Get On With It and We
Celebrate’.

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
teadership at all levels of the business. In 2011 we made further progress in moving towards these objectives by including more
people and more roles than ever before in our talent review. We have continued to increase the ratio of internal appeintments into
senior roles as a result of previous investment in building talent pipelines.

All our executives have completed 360 degree feedback against our leadership framework and have established individual
development plans to 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.

In 2010, we invested in the development of our leaders with the introduction of three new leadership development programmes,
tailored to the needs of team, area and senior leaders. By the end of 2011, nearly 700 leaders across the Group completed these
programmes which focus on their development as leaders.

We continue to invest in building the strength and depth of our talent up through the organisation. During 2011 we completed a
review of talent across the Group, increasing the breadth and depth of succession cover for key roles. We have selected our fourth
intake into our award-winning Accelerated Development Support programme, our process to support the development of senior
leaders with high potential, taking the total numbers involved to 72. In addition, we partnered with a leading business school to
strengthen our equivalent programme for emerging leaders and selected a second intake of 31 participants to begin in 2012.

We are continuing to attract and recruit high calibre graduate entrants across the range of our programmes, with 19 new graduates
and 10 interns joining us in 2011.

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

Our overall approach to leadership diversity has, and continues to be, to appoint on the basis of talent to all our positions. We know,
however, that we need to do more to attract a diversity of talent at all levels and support all of our talent to progress, with the
outcome of ensuring we have strong talent pipelines growing through the organisation which reflect our desired workforce and
cusiomer demographic. We are therefore taking actions to further improve, extend and embed our talent management processes,
to review talent data and processes through a diversity lens and to address any specific identified issues or barriers to progression.

Organisational capabilities

We have undertaken a group-wide review to identify the key stralegic crganisational capabilities we require now and in the future.

This insight is being used to create development and resourcing plans which will ensure we have the right skills and knowledge to
deliver our strategy.
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Business review continued

1.8 Basis of preparation

Overview

Qur Business review for the year to 31 December 2011 has been prepared in line with the Companies Act 2006 and the Disclosure
and Transparency Rules (DTR) issued by the Financia! Services Authority (FSA). The Chairman'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 principal risks and
uncertainties facing the Group. Principal uncertainties are detailed in Section 1.1 — Chiel Executive’s overview. Principal risks are
detailed in Section 1.5 — 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 Board (ASB).

The Group's financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS), as
endorsed by the European Union (EU). However, our Board believes that non-Generally Accepted Accounting Principles {GAAP)
measures, which have been used in the Business review, are usetful 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 operating profit, European Embedded Value (EEV)
operaling profit and EEV operating capital and cash generation. 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.

Going concern statement

After making appropriate enguiries, 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 reasen, they continue to adopt the
going concern basis in preparing the financial statements.

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 financial 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
lite assurance and pensions policies. The IFRS financial results in Section 1.2 of the Business review and in the IFRS financial
statements section of this report have been prepared on the basis of the IFRS accounting policies in the financial statements
section of this report. The EEV basis has been determined in accordance with the EEV Principles and Guidance issued in May
2004 and October 2005 by the Chief Financiat Officers (CFO) Forum. The CFO Forum represents the chief financial officers of
major European insurers, including Standard Life. EEV methodclogy has been applied to covered business, which mainly
comprises the Group’s long-term savings business. Non-covered business is reported on an IFRS basis. The EEV financial resulis
in Section 1.2 of the Business review and in the EEV financial information section of this report have been prepared in accordance
with the EEV methodoclogy applied by the Group in Note 17 of the EEV financial information section of this report for 2011, and in
the relevant EEV methodology notes included in the Annual Report and Accounts 2010 in respect of the comparative period.

Group operating profit and EEV operating profit

The 2011 reconciliation of consclidated operating profit to IFRS profit for the year, presented on page 91 of this repon, presents
profit betore tax attributabte to equity holders adjusted for non-operating items. Further details on the calculation of Group
operating profit is presented in accounting policy (jj) — Operating profit. The 2011 EEV consolidated income statement on

page 206, presents EEV profit showing both operating and non-operating items. By presenting our resuits in this way, the Directors
believe they are presenting a more meaningful indication of the underlying business performance of the Group.

Forward-looking statements

This document may contain ‘forward-looking statements’ about certain of the Standard Life Group's current plans, goals and
expectations relating to future financial conditions, performance, results, strategy and objectives. Statements containing the words:
‘believes’, ‘intends’, 'targets’, 'estimates’, ‘expects’, 'plans’, 'seeks’ and 'anticipates’ and any other words of similar meaning are
forward-locking. By their nature, all forward-looking statements involve risk and uncertainty because they relate to future events
and circumstances which may be beyond the Group's control. As a result, the Group's actual financial condition, performance and
results may differ materially from the plans, goals and expectations set out in the forward-locking stalements, and persons
receiving this decument should not place undue reliance on forward-looking statements. The Standard Life Group undertakes no
obligation to update any of the forward-looking statemenis in this document or any other forward-looking statements it may make.
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Sustainability

We take our responsibility as a sustainable business very seriously. It's at the care of our overall business strategy and our long-
term success. To be a sustainable business, we must consider our long-term economic, environmental and social impact, and

ensure our organisation focuses on the needs and expectations of our customers, shareholders, employees and the communities
in which we work.

Being a sustainable business

We listen to our key stakeholders to help us focus on what is imporiant for them and 1o help us make a meaningful contribution to
our society. And that's good for the long-term sustainability of our business.

Embedding our new strategy

In our report last year, we talked about how we developed our new approach to sustainability. it puts how we manage our
economic, environmental and social impact firmly at the heart of our business. It builds on what we've already achieved and also
ties our commitments to our customers, shareholders, people and communities more closely 1o cur long-term business objectives.

Throughout 2011 we've continued to embed this new approach across the Group. Over the year, we've used a number of different
ways to engage our people, including our 20190 Sustainability Report, internal communications and carrying out sustainability
workshops with small groups of our employees.

In 2010 we agreed a new model that identified the key sustainability factors that support the delivery of our long-term business
strategy, and measures and promotes them. The key factors are referred to as material themes.

Our material themes are:

+ Listening and responding to customers
Operating and growing responsibly
Developing and engaging our pecple
Protecting the environment
Contributing to our communities

. ¢

These themes are underpinned by our brand values.

We review our material themes on a regular basis and idenlify new stakehclder research opportunities across the Group. Towards
the end of 2011, we started work on the latest phase of this ongoing exercise. This will ensure that we update our existing research,
to confirm what's important to our stakeholders and so to Standard Life. We will also use the research 1o ensure we have the
correct key performance indicators in place to measure our progress as a business. Once completed, as well as providing us with
updated research on what is important for our business, it will also help us to identify additional key performance indicators to
measure how sustainability is being embedded across the business.

External recognition

When we published our 2010 Sustainability Report in April 2011 we used the Global Reporting Initiative (GRI) guidelines for the
first time. The GRI is a voluntary framework to help companies report in a more consistent way. Our first self-assessed score was a
level B in 2010.

We also had limited scope assurance procedures carried out on our 2010 Sustainability Repert key performance indicators. This
was undertaken by PricewaterhouseCoopers LLP. This external verification is valued by external assessors and analysts.

During 2011, we were recognised in a number of independent external sustainability indices. These are listings usually produced
by investment research organisations. They analyse thousands of listed companies across the globe on their sustainable business
practices. We are delighted to announce that we were included in the Dow Jones Sustainability Index (DJSI) World for the first time.
This recognises our performance as one of the world's leading sustainability-driven listed companies, We were included in the

DJSI Europe for the second successive year, putling us amengst the leading European listed companies in the area of
sustainability. We have also been listed in the FTSE4Good every year since we became a listed company in 2006, This index
measures the performance of companies that meet globally recognised corporate responsibility standards.
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Sustainability continued

Improving financial capability
As a business we want to help our customers look forward to their financial future with confidence and optimism.

In June 2011, Standard Life sponscred ‘Building Resilience’, a financial capability conference. This was the first event of its kind for
Standard Life. It was organised by the Scottish Government and supported by Learning and Teaching Scotland and The Money
Advice Service. The conference was attended by around 150 financial capability practitioners from across a range of sectors,
including government, charities and non-govemmental organisations.

The conference included a dramatisation of 'Skint’, a graphic novel which was funded by the Scottish Government and developed
in partnership with Scottish Book Trust and Education Scotland. Standard Life was a member of the advisory group for this project.
The project took the methodology we developed in creating ‘On the Money’ (our financial educational books for primary school
children) and adapted it for a new target group, including vulnerable young people. It aims to educate young people who are faced
with an increasingly complex financial world.

Towards the end of 2011, we ran our first Customer Retirement Roadshows in Edinburgh and London. These were designed to
prepare our customers for their retirement and educate them about the different options available.

Standard Life Charitable Trust

Standard Life Charitable Trust (SLCT) supports the improvement of financial capability in society. It proactively selects charitable
organisations who work with those most in need of support to develop the skills they need to manage their finances. SLCT is

initially focusing on young people, lone parents, young offenders and the Armed Forces. SLCT has made donations during 2011 to:
* The Royal British Legion

» Shelter

e Grand Central Savings

More details on SLCT are available at www.standardlife.comislct

Material Theme 1. Listening and responding to customers

At Standard Life, we put our customers at the heart of our business. This means we need to keep listening, responding to, and
developing our understanding of their needs and challenges. We do this in a number of ways.

We have an online customer community with almost 1,500 members. Almost 400 of them actively give feedback on areas like our
literature and websites, our use of social media and on the role of financial advisers in advance of the Retail Distribution Review.
We also use this community to help research their views on what sustainability means to them.

In the UK we hetd 17 ‘Customer Closeness’ sessions where our senior leaders had the chance to hear directly from small groups
of customers on their experience of Standard Life.

We also launched our newly repositioned brand during 2011 which was accompanied by substantial investment in new
propositions and capability. This included our new employee benefits platform, Lifelens, and an improved platform for financial
advisers, Adviserzone.

Treating Customers Fairly

We are committed to ensuring the Financial Service Authority’s principles of Treating Customers Fairly (TCF) are embedded in
everything we do. We seek to deliver over and above TCF principles and we have significantly enhanced our complaint
management process to give customers a more consistent and fair experience in the UK.

Supporting Consumers, Corporate Customers and Financial Advisers

Clear communication is an important theme for our customers. As a result, we have redeveloped our website
www.standardlife.co.uk and much of our literature to ensure that we communicate in a straightforward and accessible manner.
We have also significantly improved the information our corporate customers use to explain their pension schemes to employees -
including by designing new websites and joining guides.

Qur relationships with financial advisers are very important and we've supporied them in a number of ways throughout the year,
including providing hands-on support to help them prepare for the forthcoming Retail Distribution Review deadline.

More information on what we are doing for our custemers is available in Section 1.6 of the Business review of this report. You can
also read our full 2011 Sustainability Report enline at www._standardlife.com/sustainability
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Material Theme 2:; Operating and growing responsibly

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

* Sourcing responsibly

* Reducing and managing risk

Standard Life Investments continues to support the principtes of good stewardship set out in the Financial Reporting 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 1o talk openly and honestly with customers about how we engage with the companies in their
portfolios. The feedback from our customers shapes our approach,

Investing responsibly
Standard Life is a signatory to the six United Nations Principles for Responsible Investment. As an integral part of our investment
process, we analyse companies’ policies and practices on governance, envirenmental and social matters.

Where possible, we use our influence to encourage best practice standards in the way the companies we invest in address these
issues. Our aim is to protect and enhance the value of our customers' invesiments. That's why we voted at 2,102 shareholder

meetings during 2011 and had 655 formal communications and meetings with company directars, company secretaries and other
senior managers.

Sourcing responsibly

in 2011, we spent £307 million on purchasing products and services including energy and IT. Making sure the products and
services we buy are sustainable and responsibly sourced is something we take seriously. For example, we are accredited by the
Forest Stewardship Council — meaning the paper we use is from responsibly harvested and verified forest sources.

Our due diligence questionnaire, which we ask suppliers to fill out, asks for open and honest information on their environmental,
heaith and safety, diversity and social awareness policies.

Representatives from our Group Procurement and Sustainable Business teams sit on the Financial Services Purchasing Forum
Corporate Social Responsibility Sub-Group, through which we develop knowledge and share best practice.

Reducing and managing risk
Risk management is fundamental to the Group’s operating model. We have a Group risk strategy statement which links value and
risk in a concise expression of our objectives. It's also aligned with our corporate purpose, which is to drive shareholder value

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

You can read more about our approach to risk management, including our Group Risk Strategy and Enterprise Risk Management
framework in the Corporate governance section of this report.

Material Theme 3: Developing and engaging our people
Qver the last year, we've been working on some key areas to further develop and engage our people.

In April 2011, we improved our approach to measuring employee satisfaction with the launch of the InterAction survey. 86% of our
employees worldwide participated in InterAction and we used the survey insight to develop clear action plans at both Group and
business unit levels to address the key themes identified.

We continued to invest significantly in the development of our leaders with nearly 700 leaders across the Group having completed
our leadership development programmes by the end of 2011. We also worked to strengthen the depth and breadth of the talent
across our organisation by extending our talent review precess to include more roles, and more people than ever before. The talent
review process assesses our current and future leadership capability acress our organisation and through our leading-edge talent
management programmes we are able to grow and strengthen our leadership. As a result we have been able to increase our ratio
of internal hires into senior roles during 2011. We also sustained our focus on developing graduate talent with nearly 30 new
graduates trainees and intern students joining us during 2011.
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Sustainability continued

Material Theme 4: Protecting the environment

As a company, we aim to reduce our environmentat impact by imptementing good practice in our operations. From investing and
sourcing responsibly to how we run our buildings and recycling more of our waste, we want to minimise our impact on the
environment.

Considering the environment

Climate change is a key consideration for every responsible company. We are committed 1o making sure that our business is
sustainable and prepared for a low-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
which are energy use, paper consumption, waste and emissions from business travel. Our envircnment policy strategy covers
100% of our wholly owned businesses.

We measure our carbon footprint based on 1otal energy consumption and business air miles. In 2011, our Group carbeon footprint
was 25,132 tonnes, which was 3.3% less than last year, but short of our 5% reduction target for the year. It's 23% lower than our
benchmark year of 2006 levels, when we set long-term targets to reduce our carbon footprint by 50% by 2020. These are very
challenging targets and we realise they will be difficult to achieve. We've managed to reduce our Group energy consumption by 3%
1o 59,141 MWh, despite investing in our technology infrastructure. Some changes {o the properties we occupy across the Group
along with the installation of LED lighting in a number of areas in cur head cffice estate have helped us achieve this.

Following the launch of our new brand, we've seen a 5% increase in paper consumption this year, but this remains 24% below
2006 levels. One of the major initiatives was the introduction of *pulled printing’ across the head office buildings. This means there
are fewer printers on each floor. Employees have to swipe their 1D card to print, meaning each person's documents are only
printed on demand, when they are at the printer. And if they do not print the documents within a certain timeframe, the documents
are deleted from the printer's memory. This reduces unnecessary printing.

Our green teams, policy owners and environmental champions all help to promote and run our environmental programmes around
the Group, which have included Environment Week, WWF’s Earth Hour and our travel awareness programme.

We were also:

» Listed again in the Carbon Disclosure Project FTSE350 Carbon Disclosure Leadership Index, increasing our score from 82% to
87%. Our performance was rated at leve! B.

» Received a Carbon Saver Gold award for our work in energy reduction, awarded by Carbon Saver

* Listed 260"™ for our owner-occupier properties and 1,259" for our investment properties in the first Carbon Reduction
Commitment league table. This table is based on 2,100 companies. We took the decision to list our investment properties
separately so as to provide a more meaningful benchmark.

Material Theme 5: Contributing to our communities

2011 has been a year of change for our community investment activities, to bring them into line with our focus on financial
capability.

Employability — Part of Financial Capability

We try to make sure any new programmes can be sustained for years to come. We're stilt committed to supporting 'Building the
Curricutum 4' by providing pre-employment development to young people. We've also started to review some of our programmes
to find ways of offering them to an even wider audience.

One of our new community activities for 2011 was our involvement with icould (www.icould.comy}. It's a careers website for young
people and we've provided the content, including videos with some of our staff, for the ‘Focus on Finance’ section of the site.

Throughout the year we ran:

+ 245 Step up in Lite workshops, which helped 5,797 young people with job applications and interviews

* 88 Skills for Life workshops, helping around 2,062 young people develop key communication, problem-solving and customer
service skills

* 157 mock interviews for young people
+ 112 work experience placements for young people

Sponsorships

In November 2011, we completed our sponsorship with Royal National Institute for the Blind to provide a welfare rights officer for
four years. Over the period of the sponsorship over £3m of benefits have been identified for 1,010 blind and partially sighted
people in Scotland, who were previcusly unaware of their entitiement.
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Community investment

We want to support charities long-term to bring lasting benefits to communities. The Edinburgh Cyrenians are a good example of
this where our people have heen involved with secondments and volunteering with them cver the past 12 years. We're not
restricted to just one or two charities and give our people the opportunity to get involved with an array of different causes. We use
the London Benchmarking Group, part of the Corporate Citizenship Company, who are a member-driven group of more than 100
leading companies. Their methodology helps us to manage, measure and report on the contributions we make to the wider
community. In 2011, our people volunteered 8,760 hours to good causes and our total spend on community activities was £1.84m,
which averages to £205 per employee.

Charitable fundraising is one of the ways we can help address imporant issues in wider society. In 2011 our people made a
valuable contribution to projects ranging from cancer research and disaster relief to those supporting clder people and their
families who are affected by Alzheimers. Standard Life matched the funds they raised, and together we donated £453,310.

More details on what projects we've supported over the year can be found in our full 2011 Sustainability Report available online at
www standardlife.com/sustainability
Looking forward

We have a clear strategy. We will continue to drive shareholder value through being a leading, customer-centric business focused
on long-term savings and investments propositions.

We believe that our sustainability strategy, which we can all contribute to delivering, is the best way of driving value in our business
and supporting ongoing success.

In 2012 we will continue to review and embed our sustainability strategy across the Group. We'll develop our exisling measures to
ensure they are appropriate and continue to meet our requirements now and in the future. Our material themes, supporting the

strategy, will continue to be embedded and have rcbust key performance indicators that can be tracked and measured at Group
level.

We will also continue to identify new ways of bringing our corporate community investment programmes to wider audiences.
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Board of Directors as at 13 March 2012

Gerry Grimstone, Chairman

Appointed Chairman in May 2007, having been Deputy Chairman since March 2006. He became a
director of The Standard Life Assurance Company in July 2003. Gerry is also an Independent Non-
Executive of Deloitte LLP and the Lead Non-Executive of the Ministry of Defence. Previously, he held
senior positions within the Department of Health and Social Security and HM Treasury, and from 1986,
spent 13 years with Schroders in London, Hong Kong and New York. He was Vice Chairman of
Schroders’ worldwide investment banking activities from 1998 to 1999.

Lord Blackwell., Non-Executive Director

Appointed Director in March 2006, 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 board member of Ofcom, a Non-Executive Director of Halma plc and 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 National Westminster
Bank until 2000. Lord Blackwell will retire on 25 May after completing nine years’ service on the Board.

Colin Buchan, Non-Executive Director

Appointed Director in January 2008. Colin is also a Non-Executive Director of Blackrock World Mining
Trust plc and of the Scottish Chamber Orchestra. He was formerly Global Head of Equities at UBS
Warburg and a member of the Group Management Board of UBS AG. Until 31 December 2011, Colin
was Non-Executive Chairman of Standard Life Investments.

Pierre Danon, Non-Executive Director

Appointed Director in October 2011. Pierre is also Chairman of Numericable-Completel Group, Vice
Chairman of TDC, Executive Chairman of Volia and Independent Director of CIEL Investment Limited.
From 2000-2005, Pierre was Chief Executive Officer of BT Retail and, subsequently, Chief Operating
Officer of Capgemini Group and Chairman of Eircom.

Crawford Gillies, Non-Executive Director

Appointed Director in January 2007. He is also Chairman of Scottish Enterprise and Control Risks
Group Holdings 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 DT!'s Audit and Risk
Committee from 2003 to 2007.

David Grigson, Non-Executive Director

Appointed Director in November 2008. He is also Chairman of Creston plc, a Non-Executive Director of
Ocado Group plc and a Non-Executive Director of Trinity Mirror 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 Thomsen Reuters Limited.

Board Committee members as at 13 March 2012
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Jackie Hunt, Chief Financial Officer (Image Remnoved)
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 Charlered Accountant with Deloitte & Touche
in South Africa, Jackie then worked for PricewaterhouseCoopers and Royal & Sun Alliance before

joining Aviva in 2003. She is also Chair of the Financial Regulation and Taxation Committee of the
Association of British Insurers.

Baroness McDonagh, Non-Executive Director (Image Removed)
Appointed Director in March 2007. Baroness McDonagh is the Chair of The Standard Life Charitable
Trust and a Non-Executive Director of TBI Limited. She is a business consultant, having previously
been General Manager of Express Newspapers and, from 1998 to 2001, was the General Secretary of
the Labour Party. She was appointed a Life Peer in 2004. Baroness McDonagh will retire on 25 May
after completing 5 years' service on the Board.

David Nish, Chief Executive (Image Removed)
Appointed Chief Executive on 1 January 2010, having been Group Finance Directer since November
2006 when he was appointed to the Board. David was previously a partner with Price Waterhouse, and
subsequently Group Finance Director and then Executive Director, Infrastructure Division at Scottish
Power plc. He is also Deputy Chairman of the Board and Chairman of the Life Insurance Council
Management Committee of the Association of British Insurers,

John Paynter, Non-Executive Director (Image Removed)
Appointed Director in January 2012. He is Non-Executive Chairman of Standard Life Investments. John
is also a Non-Executive Director of Standard Chartered pic and Jardine Lioyd Thompson Group plc
where he chairs the Remuneration Committee and is also a Senior Advisor to Greenhill & Co
Internaticnal. From 2001 to 2005, he was Deputy Chairman of Cazenove Group plc and then Vice-
Chairman of JP Morgan Cazenove from 2005 to 2008.

Keith Skeoch, Executive Director {tmage Removed)
Appointed Director in May 2006, 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 Limited 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 a Director of the Investment Management Association,
and a member of the Advisory Board of Reform Scotland. In March 2012, he was appointed a Non-
Executive Director of the Financial Repoerting Council.

Sheelagh Whittaker, Non-Executive Director (Image Removed)
Appointed Director in September 2009. She is also a Non-Executive Director of Imperial Cil Limited in
Canada, where she chairs the Nominations and Corporate Governance Committee. From 1993 to her
retirement in 2005, Sheelagh worked worldwide for Electronic Data Systems in various key leadership
roles, initially as President and CEQO 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 CEO of Canadian Satellite Communications Inc.
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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
Internationai Financial Reporting Standards {IFRS) consolidated financial statements, European Embedded Value (EEV) financial
information and Standard Life plc (the Company) financial statements, for the year ended 31 December 2011.

Reporting for the year ended 31 December 2011

The Company is the holding company of the Standard Life Group. The principal activities of the Group are to provide long-term
savings and investments propositions. You can find cut about the activities of the Company's principal subsidiary undertakings and
their overseas branches in the Chief Financial Otficer's overview and Business segment performance sections of the Business
review.

The main trends and factors likely to affect the future development, performance and positicn of the Group are outlined in the Chief
Executive overview section of the Business review. Reviews of the operating and financial perfermance of the Group for the year
ended 31 December 2011, and of likely future developments, are given in the Business review.

The Chairman’s statement, the Chief Executive's overview, the Chief Financial Officer's overview, the Directors’ responsibility
statement, the Business segment performance sections, the Corporate governance statement and the Sustainability section all
form pan 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 financial statements. A detailed description of the basis
of preparation for IFRS {including operating profit} and for EEV results is set out in the Accounting policies section of the
censolidated financial statement and Note 1 of the EEV financial information. There is information about the Group's use of
financial instruments and related financial risk management matters in Note 22 and Note 42 to the Group financial statements.

This report was prepared by the Company’s Executive Team in conjunction with the Board and forms part of the Management
Repont.

Forward-looking statements

Various sections of this Annual Report and Accounts, including but not limited to the Chairman's statement, the Chief Executive’s

overview and the Chief Financial Officer's overview, may contain forward-locking statements. These statements are based on the
Group's future plans, goals and expectations. These statements may be identified by words such as ‘believes’, ‘intends’, ‘expects’,
‘plans’, ‘'seeks’, ‘anticipates’ or words of a similar meaning.

Forward-looking statements carry an element of risk and uncertainty. As such, the Group’s actual future financial condition,
performance and results may materially differ from the plans, goals and expectations set out in these statements.

The Company does not undertake to update any of these statements in this Annual Report and Accounts 2011,

Dividends

The Board recommends paying a final dividend for 2011 of 9.20p per ordinary share. This will be paid on 31 May 2012 to
shareholders whose names are on the Register of Members at the close of business on 23 March 2012.

The total payment is estimated at £217m. Together with the interim dividend of 4.60p per share paid on 18 November 2011, this
makes a total dividend of 13.80p per share for the year (2010: 13.0p).

Based on the overall financial performance of the Company, the Board made the decision to close the Scrip dividend scheme
following payment of the interim dividend on 18 November 2011. A total of 70,138,459 shares were issued under this scheme in
2011,

The Company will be making available a new dividend reinvestment plan (DRIP) which will allow shareholders the option to
reinvest their cash dividends in additionat ordinary shares. Shareholders who wish to receive their cash dividends can choose from
a range of paymeni 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 cut 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. An analysis of registered shareholdings by size, as at 31 December
2011, can also be found at the end of the Annual Report and Accounts 2011.

On 31 December 2011, there were 2,353,665,822 issued ordinary shares held by 117,598 registered members. The Standard Life
Share Account {the Company-sponsored nominee) held 1,042,534,917 million of those shares on behalf of 1,263,123 participants.
No person has any special rights of control over the Company’s share capital and all issued shares are fully paid.

In January of last year, the Cempany received the following netification in respect of major shareholdings and major proportions of
voting rights in accordance with the Disclosure and Transparency Rules of the Financial Services Autharity (FSA):
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BlackRock, inc.

Date of Transaction Type of Transaction Total Voting Rights
Following Transaction

Percentage of Voting
Rights

24 January 2011 Acquisition 114,383,983 5.01%

There have been no further notifications of major shareholdings or voling rights arising from the holding of certain financial
instruments as at the date of signing of this repon.

During 2011:

= Shareholders supported the adoption of the Standard Life Sharesave Plan (Sharesave) at the AGM held in May 2011. An
invitation to participate in the Sharesave was issued 1o all eligible employees in August 2011 and a total of 7,462,247 options
over ordinary shares were subsequently granted. Further details on the Sharesave are given in the Employees section of this
report.

¢ The total number of shares issued under the Scrip dividend scheme in 2011 amounted to 2.98% of the Company’s total issued
shares on 18 November 2011, when the Scrip dividend scheme was closed

* Under the terms of the Standard Life Employee Trust Deed, the Trustees have waived all entittements to current or future
dividend payments for shares they hold under option on behalf of participants in the Company's discretionary share plans
between the grant and vest dates. Details of ordinary shares under option in respect of the Company’s discretionary share plans
are shown in Note 47 to the Group Financial statements.

¢ The Trustees of the Standard Life (Employee) Share Plan voted the appropriate shares in accordance with any instructions

received from participants in the plan. You can find details of the Company’s employee share plan in Note 47 to the Group's
financial statements.

Restrictions on the transfer of shares and securities

Except as noted below, 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 articles 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 articles of associalion may be
amended by special resolution of the shareholders.

The Board may decline to register the transfer of:
e A share that is not {ully paid

* A certificated share, unless the instrument of transfer is duly stamped or duly certified 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, in the case of a transfer to joint holders, 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.

Rights attached to shares

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 Company may decide by
ordinary resolution, or (if there is no such resolution or if it does nol 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 voles 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

artictes of association) after failing to provide the Company with information about interests in those shares required to be provided
under the Companies Acts.
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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
posilion of the Company, in the apinion 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 withhold 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-quarers 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 sanclion 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 sharehclder's rights will not change if additionat shares ranking pari passu with their shares are created or issued — unless this is
expressly provided in the rights attaching to their shares.

Powers to purchase the Company’s own shares
At the 2011 Annual General Meeting (AGM), shareholders granted the Directors limited power to:

+ Allot the Company’s ordinary shares up 10 a maximum aggregate amount of £76,102,583

» Disapply, up to a maximum total nominal amount of £11,415,387 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 228,307,750 or 10% of its issued ordinary
shares

The Company did not make any market purchases of its ordinary shares during the year ended 31 December 2011, and has not
done so since then and up to the date of this repont.

Contractual arrangements

The Company is required to disclose any contractual arrangements which it considers are essential to the business of the Group.
Details of this kind are as follows:

* Accenture (UK) Limited — provision of hardware and software services

+ Capita Registrars Limited — provision of share registry services

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

« FNZ (UK) Limited — provision of customised administration and custodial services for our WRAP platiorm

+ |BM United Kingdom Limited — provision of hardware and software 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

Significant agreements

There are a number of agreements to which the Company is party that entitle the counterparties 1o exercise termination or other
rights in the event of a change of control of the Company. Details of this kind are as follows:

« Under a £500m revolving credit facility with U.S. Dallar 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 (i} 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 outstanding commitment under the Facility and declare its participation in all outstanding loans, together with accrued
interest and all amounts accrued immediately due and payable, whereupon the commitrment of that Lender under the Facility will
be cancelled and all such outstanding amounits will become immediately due and payable

¢ Under a shareholders' agreement dated 15 January 2002 between The Standard Life Assurance Company and Housing
Development Finance Corporation Limited (HDFC), pursuant to which the Group holds its inlerest in HDFC Standard Life
Insurance Company Limited (HDFC Standard Life), upon a change of contro! 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 law

« 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) upen a change in the
ownership structure of Standard Life Invesiments 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 Lite Investments, HDFC will have 90 days from the
date upon which SLI netifies it in writing of the occurrence of such a change to purchase the Group's shares in HDFC AMC at a
mutually agreed price
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* Under a joint veniture agreement dated 12 October 2009 (as amended) between Standard Life plc and Tianjin TEDA
International 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. However, these agreements are not considered to be significant in terms of their likely
impact on the business of the Group as a whole.

The Directors are not aware of any agreements with any employee that would provide compensation for loss of office or
employment resulting from a takeover bid. The Company also has no agreement with any Director to provide compensation for
loss of office or employment resulting from a takeover.

Directors and their interests

The Directors who served during the year were:
e Gerry Grimstone (Chairman)

+ David Nish (Chief Executive)

Jackie Hunt (Chief Financiat Officer)

Keith Skeoch

Kent Atkinson (retired 31 December 2011)
Lord Btackwell (Senior Independent Director)
Colin Buchan

= Pierre Danon (appeinted 20 October 2011)

* Crawford Gillies

» David Grigson

¢ Baroness McDonagh

» Sheelagh Whittaker

John Paynter was appointed as Director en 1 January 2012,

.+ 0

Biographies of the Directors can be found on pages 42 1o 43.

Details of the Directors’ beneficial interests in the Company’s ordinary shares, the Standard Life (Employee Share) Plan, the
Sharesave Plan and the share-based executive long-term incentive plans (LTIPs) are set out in the Directers' remuneration report
together with details of the executive Directors’ service contracts and non-executive Directors’ appointment letters.

Appoin‘tment and retirement of Directors

The appointment and retirement of Directors is governed by the Company’s articles of association, the Companies Act 2006, the
UK Corporate Governance Code, and related legislation.

The UK Corporate Governance Code recommends that the Directors of FTSE 350 companies should stand for election every year.
In line with this, all our Directors will retire at the forthcoming Annual General Meeting in May 2012, Pierre Danon and John
Paynter will retire and stand for election and all remaining Directors wishing to continue in office will stand for re-election.

The powers of the Directors can also be found in the Company's articles of association.

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. No Director had any material interest in any contract with the Company or a subsidiary undertaking which was
significant in relation to the Company’s business, except for the following:

» The beneiit 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 the following 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 2012 AGM:

= The Directors’ service contracts or letters of appointment

* The Directors’ deeds of indemnity, entered into in connection with the indemnification of Directors provisions in the Company's
articles of association

» The Company's artictes of association
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Directors’ indemnities

The Company maintains directors’ and officers’ liability insurance on behall of its Directors and officers which gives appropriate
cover for any legal action brought against its directors. 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.

Employees

Qur ambitious strategic agenda coupled with a dynamic external environment demands a continued focus on our values,
behaviours and organisational structure. Qur Group Pecple strategy was founded on the principle of developing an organisation
that is fit for the future. We continue to build on the work that has been done to date to focus on our key people priorities including:

L

Strengthening our leadership
Developing our organisational capability
Transtorming the way we work

Building the environment we work in

In April 2011 we introduced a refreshed approach to monitoring, measuring, and tracking employee engagement. We carried out
an all employee survey which measured how engaged employees are and how enabled they feel they are to do their job to the
best of their ability. We had an 86% response rate to this and have been using the results to develop clear action plans at both
Group and business unit levels 1o address the key themes. In 2012 we will continue with the action plans and conduct another
survey later in the year.

The Group remains committed 1o creating a high-performing, diverse, and healthy working environment which is fit for the future
and free from bullying, harassment and discrimination. We treat people with disabilities fairly in relation to job applications, training,
promotion and career development. Adjustments are made to train and suppont staff who become disabled during their
employment to enable them to continue and develop in their role. Diversity activities continue to support our talent, perdformance
and leadership goals. For example, in 2011 we formally established a2 women’s development network with a view 1o widening this
from the UK to other Group locations in the future. For 2012, we have refocused our diversity approach to concentrate on a
number of Group priorities in addition to strengthening foundations aiready in place. The forthcoming year will also see refreshed
group-wide online and face-to-face training and links with the new Group induction process.

The health and safety of all employees is a priority and performance is reviewed through quarterly meetings of our Health and
Safety Committee. Each business unit within the Group is responsible tor ensuring that it complies with the Group's People and
Health and Safety Policies.

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 separate staff representation arrangements across different jurisdictions in the Group. In the UK, most employees are
represented through partnership agreements with the Group's staff associations, VIVO and Bridge. In Ireland, there is an
established procedural agreement with Unite and a Works Council was established in Germany during 2008.

As part of the way we manage performance, each employee takes part in regular discussions with their manager. They agree
performance outcomes and talk about their aspirations, strengths and limitations and how these can be developed and addressed
at work. We use performance scorecards which clearly set out the measures for senior executives and the Group as a whole.

On 31 December 2011, 69% 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 market value of £125 per
month, or an equivalent sum in a 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 1o a maximum total
value of £25 per month, or an equivalent sum in the relevant currency. On 31 December 2011, 67% of eligible employees in the
UK were making a monthly average contribution of £40. 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, Germany or Austria, more than 750 employees in
these countries are buying shares each month.

The Sharesave Pian was launched in the UK in August 2011 and 2,565 employees took up the offer to save for a period of over
three or five years in order to buy ordinary shares in Standard Life at a price of £1.57 at the end of their savings period. Employees
are saving £102 per month on average and Sharesave options have been granted over 7,462,247 shares. A second UK offer
together with the launch of the plan for employees in Ireland is planned for August 2012. We continue to Jook at rolling this plan out
more widely, subject o local tax and regulatory constraints.
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Environmental matters and social community issues

The Group recognises it has a responsibility to society in general and to the environment. Further details on how we support these
responsibilities can be found in the Sustainability section.

Creditor payment paolicy

The Group’s payment policies and practices are in line with the guidelines issued by the Chartered Institute of Purchasing and
Supply.

For all trade creditors, it is the Group's policy to agree payment terms with each supplier at the start of our business relationship
and to pay creditors in accordance with our contractual and other legal cbligations.

Trade creditor days for the Group for the year ended 31 December 2011 were 33 days (2010: 29 days), based on the average
daily amount invoiced by suppliers during the year.
Charitable donations

During the year, the Group made charitable donations of £194,768 (2010: £258,631) of which £182,036 (2010; £197,815) was
given to the following UK registered charities: Cancer Research UK and Alzheimer Scotland - Action on Dementia.

The Standard Life Charitable Trust continues to support initiatives and programmes that make lasting changes and further details
can be found in the Sustainability section.

Politicat donations
No political donations were made during the year ended 31 December 2011.

Auditor

The Audit Committee {previously Audit and Gompliance Committee) is responsible for considering the Group’s external audit
arrangements. A resolution proposing the re-appeointment of PricewaterhouseCoopers LLP as auditor to the Company and giving
authority to the Directars to determine their remuneration will be submitted at the forthcoming Annual General Meeting in May
2012.

Disclosure of information to the auditor

At the date of approving this repont, so far as each Director is aware, there is no relevant audit information of which
PricewaterhouseCoopers LLP are unaware.

Each Director confirms that they have taken all steps necessary, in their role as Director, to be made aware of any relevant audit
information and to establish that PricewaterhouseCoopers LLP are made aware of that information.

Events after the reporting period

A judgment handed down on 1 February 2012 in the Commercial Court in London found in favour of Standard Life Assurance
Limited in its claim of approximately £100m against the insurers of its 2008/2009 professional indemnity policy in relation 1o the
Standard Life Pension Sterling Fund. The insurers are appealing the judgment, which is unlikely 1o be heard before autumn 2012.
Further details can be found in Note 52 of the Group financial statements.

Annual General Meeting

The Company’s AGM will be held al 2pm (UK time} on Friday, 25 May 2012 at the Edinburgh International Conterence Centre,
150 Morrison Street, Edinburgh, EH3 8EE. Details of the business to be conducted can be found in our AGM guide 2012.

On behalf of the Board

Malcolm J Wood, Group Company Secretary and General Counsel
Standard Life plc (SC286832)
13 March 2012
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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 from that of the auditors in
relation to the financial statements for 2011.

The Directors are responsible for preparing the Annual Report and Accounts 2011 and the Summary Financial Report 2011. Under
the Companies Act 2006, the Directors are required to prepare and approve financial statements for each financial year. 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 Financial Reporting Standards (IFRSs) as adopted by the European Union (EU)
The Companies Act 2006

The Disclosure and Transparency Rules {DTR} issued by the Financial Services Authority
Article 4 of the International Accounting Standards (IAS) Regulation

L ]

In preparing these financial statements, the Directors are required to:
¢ Select suitable 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 EU have been followed, subject to any material departures disclosed and
explained in the financial statements

* Prepare the financial statemenis on the going concern basis, unless it is inappropriate to presume that the Group will continue in
business

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 their
knowledge and betiet:

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

R, Bt

Gerry Grimstone, Chairman Jackie Hunt, Chief Financial Officer
13 March 2012 13 March 2012
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Corporate governance
Chairman’s report

Your Board remains commitied to high standards of corporate governance in directing the Group’s affairs and in its accountability
o you as shareholders. As Directors, we believe these are key to managing our business effectively and delivering shareholder
value over the longer term,

in this section of the Annual Report and Accounts 2011 you can read about our corporate governance aclivities and developments
since our last report 1o you. As well as recognising the formal disclosure requirements of the UK Corporate Governance Code, |
hope that this report will evidence how seriously the Board takes its leadership role and the ongoing commitment of the Directors to
ensure that they continue to perfarm as effectively as possible. | believe that the Directors view the Code not just as a compliance
requirement, but as an opperiunity to drive effective behaviours for themselves and throughout the Group,

As a highlight of our continuing work to maintain the leadership strength of the Board, | am very pleased to have welcomed Pierre
Danon in October 2011 and John Paynier in January 2012 as non-executive Directors and | am looking forward to welcoming
Lynne Peacock who will join the Board in April. You can read more about their experience and background in our AGM guide. In
the AGM guide you can alse read supporting detaits of why | suppont their election at this year's AGM. | hope that this information —
both for them and the other Directors — will help your own voting decisions. As you will be aware, Kent Atkinson retired from the
Board on 31 December 2011 and Lord Blackwell and Baroness McDonagh are preparing to retire from the Board at the conclusion
of this year's AGM. 1 would like 1o thank all of them for their significant contribution.

As a Board, we also spent time this year debating diversity, and you will see later in this report that we have issued a formal Board
diversity statement, which we believe will provide useful benchmarks as we move forward in cur succession and development
processes, both at Board level and throughout the Group.

As we do each year, we have once again completed a thorough Board Effectiveness review. This year, we engaged an external
facilitator, Independent Audit Limited, to support our review, and this added an outside perspective and allowed us to position
ourselves against the best-performing boards. Another development this year has been to introduce more structured individual
interviews 1o help with my review of the performance of each individual Director. You can read more about the detailed process
later in this repont. As part of our close and continuous relationship with our regulatory supervisory team, the FSA also carried out a
Board Effectiveness review during late 2011 and early 2012. We welcomed this and are locking forward to its conclusions,

During 2011, | undertook a programme of meetings with many of our key institutional shareholders. These meetings were very
informative and | discussed the feedback with my Board colleagues. The Board had a very successful visit to our joint venture
operation in Mumbai and our discussions on our operations in [ndia have benefited from being able to get closer to our local
operational teams and our local partner.

The report now goes on to show you how we have implemented our corporate governance framework and to give you mare
information on the Board's operations. My colleagues who chair Board Committees have alse provided overviews of their activities
this year, and you can read these later in this report. | hope that you will find it informative.

%m R

Gerry Grimstone, Chairman

Compliance

The Board considers that, throughout 2011, the Company complied with all relevant provisions set out in the UK Corporate
Governance Code (the '‘Code’) issued by the Financial Reporting Council in June 2010 and available at www._frc.org.uk

As part of the process to review and evidence compliance with the Code, the Nomination and Governance Commitiee also
reviewed the corporate governance framework against the ‘Corporate Govemance UK Guidelines’, as issued by Standard Life
Investments, and the Committee considers that the Company meets all the relevant global policies and guidelines.

Together with the Directors’ remuneration report, which follows this section, this report explains how the Group's corporate
governance framework supports the way the Company applies all the Code’s main principles of good governance. The Code
principles cover:
* | eadership
» Effectiveness
* Accountability
* Remuneration
Relations with shareholders
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Corporate governance report continued

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 Governance Commitiee reviews the Board Charter regularly, taking into account developments in regulatory
guidance and corporate governance best practice, and recommends any changes to the Board. During the year, the Charter was
updated to reflect the progress on Board diversity and the developing relationship between the Audit Committee and the Risk and
Capital Committee.

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

Role and responsibilities of the Board

The Board'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 individuat Directors, are set out in the Board Charter. The

Charter also identifies matters that are specifically reserved for decision by the Board. 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 the Enterprise Risk Management framework, risk strategy, risk appetite and tolerances and internal
controls

» Key Group policies

¢ Significant corporate transactions

« Significant external communications

+ Terms of reference of Becard Commitiees

+ 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.

Roles of the Chairman and the Chief Executive

The roles of the Chairman 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 discussion which leads to consensus decisions

» 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 sharehoclders

The Chief Executive, within autherities 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 Group’s objectives can be met
+ Makes and implements operational decisions

¢ Develops strategic plans and structures for presentation to the Board

* Reponts 1o the Board with appropriate, timely and high-quality information

* [n 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 Greup funclions manage their feams 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.
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Board balance, composition and diversity

The Company's policy is that, apart from the Chairman, at least half the Board shoutd 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

13 March 2012, the Board comprises the Chairman, eight independent non-executive Directors and three executive Directors. The
Board comprises three women and nine men. The Board's recruitment processes aim to ensure that diversity is represented
around the Board iable. In response to the Davies review recommendations, the Chairman placed a supportive statement on the
Company’s website in September 2011 and, in November 2011, the Board approved the following Board Diversity statement:

The Board:

« Believes in equal opportunities and supports the principle that due regard should be had for the benefits of diversity, including
gender, when undertaking a search for candidates, both executive and non-executive

» Recognises that diversity can bring insights and behaviours that may make a valuable contribution to its effectiveness

« Believes that it should have a blend of skills, experience, independence, knowledge and gender amongst its individual members
that is appropriate to its needs

» Believes that it should be able to demonstrate with conviction that any new appointee can make a meaningful contribution to its
deliberations

+ |s committed to maintaining its diverse composition

+ Supports the Chief Executive’s firm commitment to achieve and maintain a diverse workforce, both throughout the Group, and
within his Executive Team

Board changes during the period
Appointments

Pierre Danon was appointed on 20 October 2011. He brings extensive international, customer services and change experience.
John Paynter was appointed on 1 January 2012. He brings significant investment management and banking experience. As
announced, Lynne Peacock will join the Board en 1 April 2012. She has a wide-ranging background in UK financial services. They
are also all accomplished non-executive directors with a track-record of being part of high-achieving boards.

Retirals

Kent Atkinson retired on 31 December 2011 after seven years on the Board and Baroness McDonagh and Lord Btackwell will retire
at the conclusion of the 2012 AGM after five years’ service and nine years' service respectively.

Board appointments, terms of service and role

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. The Board considers the recommendations of the Nomination and Governance Committee when making
appointments, and with the support of the Committee, regularly reviews the skills and experience required and refreshes this
through rotational retirement and breoad recruitment searches.

Each non-executive Director serves for a fixed term not longer than three years and is subject to annual re-election at each Annual
General Meeting (AGM). This term may then be renewed by mutual agreement. 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,
although we recognise the Code provisions regarding length of service.

The role of the non-executive Directors is to participate 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
appointment 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. The letter confirms that
the ongoing annual time commitment expectation, once a non-executive Director has met all of the approvat and induction
requirements, is 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.

Director election and re-election

Recognising the relevant principle of the Code, from 2011 we introduced the annual re-election of all Directors. Accordingly, at the
2012 AGM all of the current Directors except Pierre Danon, John Paynter and Lynne Peacock will retire and offer themselves for
re-election; Pierre Danon, John Paynter and Lynne Peacock, having been appointed since the previous AGM, will retire and offer
themselves for election. You can read more supporting background information about the proposed election and re-election of
each Director, and the reasons why the Chairman believes you should support their election or re-election in the AGM guide 2012,
Baroness McDonagh and Lord Blackwell will retire at the conclusion of the 2012 AGM and will not offer themselves for re-election.

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
individual circumsiances are also assessed against independence criteria, including those in the Code. Having considered the
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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 refationships or circumstances likely to affect this.

Gerry Grimstone was Chairman of the Board throughout the year. He stood down as chairman of Candover Investments plc in
March 2011 and, following recommendations made by the Financial Reporting Council (FRC), was appointed an independent non-
executive of Deloitte in January 2011. He has been the lead non-executive of the Ministry of Defence since September 2011,
Following the formal review of his performance, and taking into account his other outside appointments, the Board is satisfied that
he remains 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 Chairman, Chief Executive or Chief
Financia! Officer, or it a shareholder considers these channels are inappropriate. As announced, John Paynter will be appointed as
Senior Independent Director following Lord Blackwell's retiral at the conclusion of the Annual General Meeting on 25 May 2012.

David Nish stood down from his role as a non-executive Director of Northern Foods plc in April 2011.

Conflicts of interest

The Directors continued to review and autharise Board members’ actual and potential conflicts of interest on a regular and ad hoc
basis in line with the authority granted to them in the Company's arlicles. As part of the process to approve the appointment of a
new director, the Board considers and, where appropriate, authorises his or her potential or actual conflicts. The Board also
considers whether any new outside appointment of any current Director creates a potential or actual conflict before, where
appropriate, authorising it. During 2011, David Nish became the Deputy Chairman of the board of the Association of British
Insurers {'ABI'), as well as the chair of its Insurance Gommittee and Jackie Hunt became chair of the ABI's financial, regulation and
taxation committee. In March 2012, Keith Skeoch was appointed to the board of the Financial Reporting Council. These
appointments were approved in accordance with the Outside Appointments and Conflicts of Interest policies. In January 2012, the
Board reviewed all previously authorised potential and actual conflicts of interest of the Directors and their connected persons in a
collective exercise. It concluded that it was appropriate for the non-conflicted Directors to approve these untit December 2013.
Under the terms of the approval, conflicted Directors ¢an 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 1o carry out their responsibilities. The Board’s policy is to
allow them to seek this, at the Company’s expense. All Directors also 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
Update on 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 and adding value to the Group. It also locks at how their performance could be improved. In
2011, the process continued 1o develop. After considering potential suppliers, the Board engaged Independent Audit Limited
(‘Independent Audit’) as the external facilitator to support a confidential online questionnaire, the analysis of the responses and the
development of the resulting action plan. Whilst Independent Audit has had the Standard Life Stakeholder Pension Scheme as its
designated pension scheme since 2003, the Committee considered that this did not prevent Independent Audit supporting the
review.

All of the survey questions were reviewed and refreshed by Independent Audit to focus on generating robust input from the
Directors and to extend the breadth of the questions. 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 assessmenis with narrative comments on where the Board or Committee could improve. The Group
Company Secretary and General Counsel, the secretaries of the Board Committees, and the other members of the Executive
Team who interact frequently with the Directors and implement their recommendations and decisions, also completed
questionnaires.

The questions covered how the Board goes about:

« Making sure that there is a clear consensus around strategic direction
» Assessing risks and the effectiveness of the risk identification approach
* Forming a view of the organisational culture

+ Working together as a team

¢ Providing strategic and ethical leadership

* Holding management accountable

* Communicating internally and externally with stakehclders

+ Meeting its legal and regulatory responsibilities

+ Making sure it has the right mix and diversity of experience

and the role, responsibilities and effectiveness of Board Committees.
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Reporting

The results were consolidated into a themed report by Independent Audit with support from Group Secretariat. They were then
considered in detail by the Nomination and Governance Committee before being formally reported to the Board. Independent Audit
took part in the Board's discussion of the report. The final report included an update on the progress in implementing the previous
year's action plan, as well as a new action ptan based on the agreed recommendations. The plan continues to be monitored by the
Executive Team and reperted to the Nomination and Governance Committee.

At the end of the exercise, the Board concluded that it had made good progress since the last review but that there were some
areas where further improvement could be made including:

* Receiving more frequent focused updates on the implementation of the Group's individual and collective strategic priorities

+ Encouraging the Executive Team and business unit managers to access the skills and experience of the non-executive
Directors

» Enabling the Board to work with and support the Group’s emerging leaders

Each Committee followed a similar reporting and feedback process. The Board concluded that the Committees had performed
effectively; in particular it recognised that the Risk and Capitai Committee had made good progress and developed its relationship
with the Audit Committee.

Chairman

The review of the Chairman’s performance was ted by the Senior Independent Director. It was based on formal feedback given in
the confidential online questionnaires from each of the other Directors. The questions covered:

+ The Chairman’s role to lead the Board and to be aware of shareholders’ views
* His relationships with both executive and non-executive Directors
+ Boardroom behaviour

The feedback was summarised into a themed report which was reviewed by Independent Audit and distributed 1o all Board
members, except the Chairman. The Directors, led by Lord Blackwell and with Independent Audit in attendance but without the
Chairman being present, met to consider the report. They concluded that he continued to show great commitment to the Group,
communicated well with the Directors and supported their participation and contribution, had led the Board te achieve consensus
and represented the Company very effectively. Lord Blackwell was responsible for passing feedback from the review to the
Chairman.

Directors

The Chairman led the performance review of the individual Directors. He held one-to-one meetings with each ot the Directors to
assess their individual performance and contribution against performance objectives set out in the Board Charter and their
appointment letters. 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 efiectively to the Board and the Board Committees, and continued to have sufficient time to commit to the role.
The meetings alse considered individual training and development opportunities for each Director. For this year, individual
templates were prepared to support each interview. These built on specific respenses to paricular questions and areas of interest
and training needs identified by each Director on his or her questionnaire. Each Director takes forward the resulting actions,
supported by the Chairman, and the Company makes every effort to implement these action plans either using internal resources
or external expertise.

The Chairman and the non-executive Directors also met formally and informally without the executive Directors present 1o discuss
various issues.

Continuous Improvement and future reviews

Recognising that the Board used the support of an external facilitator in 2011, the Nomination and Governance Committee will
continue to consider and propose to the Board the most effective way to implement the 2012 review.

Director development

The Chairman, supported by the Group Company Secretary and General Counsel and the Group People and Operations Director,
is responsible for arranging a comprehensive and structured preparation and induction programme for all new Directors. This
induction is tailored to their individual requirements. All Directors are also required to complete the FSA's Significant Influence
Function Holder's approval programme prior to appointment. The formal preparation and induction programme includes:

* Meetings with each executive Director, key members of senior management, the heads of the operating businesses and Group
control functicns

+ Focused technical meetings with internal experts on specific areas including Solvency 2, treating customers fairly, risk and
capital management and financial reporting

* Visits to business units

* Meetings with the external auditors and the FSA supervisory team

» An introduction to the Group’s corporate governance and risk management frameworks and the role of the Board and its
Committees

* Key Board materials and information, shareholder and financial reports
« The Group's organisational structure, strategy, business aclivities and operational plans
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» The Group's key performance indicators, financial and operational measures and industry terminology
» Their individual responsibilities both as Directors and as holders of a Significant Influence Function

This programme provides the background knowledge new Directors need to perform to a high level as soon as possible after
joining the Board and to support them as they build their knowledge and strengthen their performance.

When a non-executive Director is appointed {o one of the Board's Committees, they receive relevant induction training. Recently
appointed Directors are asked for their feedback on the programme to make sure that it keeps improving.

When Directors are appointed to the Board, they commit to broadening their understanding of the Group’s business. They identify
areas of the Group's activities, or relevant developments in the external business environment where they would benefit from
additional training. Relevant external governance, financial and regulatory developments are also monitored by the Group
Corporate Centre and an ongoing Board training programme is maintained. During 2011, specific Board training sessions took
place on Solvency 2, the Bribery Act 2010, the Retail Distribution Review, Pensions auto enrclment, and treating customers fairly
as well as on key business cperational initiatives and new propositions. Preparation for the introduction of Solvency 2 has been a
particular focus for the Board, and specific technical sessions have been held on the capital requirement calculations and the use
of the internal model. In addition, in October 2011, the Board met in Mumbai, close to the offices of the Group’s Indian joint venture
operation. This gave the Directors the opportunity to interact with key personnel in the Group’s joint venture operation and to
explore specific iocal customer considerations.

Board meetings and meeting attendance

The Beard and its Committees meel regularly, operating to an agreed timetable. Meetings are generally held in Edinburgh or
London and, once a year, at one of our international businesses. The Board will be holding one of its meetings in Canada in 2012.
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
tor 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 Direclors to attend these meetings. Board and Committee papers are generally distributed before meetings. If Directors are
not able to attend a meeting because of conflicts in their schedules, they receive all the relevant papers and have the opportunity
1o 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 2011 Board and Committee meetings is shown in this
table:
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Number of meetings 10 5 8 8 7 4 3
Chairman
Gerry Grimstone 10 7 3(C)
Executive Directors
David Nish 10 6 3
Keith Skeoch 10
Jackie Hunt 10
Non-executive Directors
Kent Atkinson? 10 5(C) 8 4
Lord Blackwell 10 5 8(C)
Colin Buchan 9 7 6 4(C})
Pierre Danon’ 2 1
Crawford Gillies 10 5 8(C) 4
David Grigson 10 5 7
Baroness McDonagh 10 5 5] 3
Sheelagh Whittaker 10 7 8

' Appointed to the Board on 20 October 2011
? Retired 31 December 2011
{C) Committee Chairman

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 within the Board Charter on the Board of Directors section of the Group's website at
www.standardlife.comfabout/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 appointments before they are recommended to the
Board.

Report from the Chairman of the Audit Committee (previously Audit and Compliance Committee)

The Board draws on the advice of the Audit Committee to support its effective governance over external financial reporting and
internal financial controls and, during 2011the implementation of the Group's Enterprise Risk Management framewaork. It reports its
findings and recommendations to the Board. | am pleased to present my report on the work and operation of the Committee during
the year. David Grigson, Chairman {from 1 January 2012)

The Committee members are David Grigson (appointed Chairman on 1 tanuary 2012), Lord Blackwell, Crawford Gillies, Baroness
McDonagh, and Colin Buchan {(appointed 1 January 2012). The Board considers them all to be independent non-executive
Directors. The Board is satisfied that David Grigson, who is a chartered accountant and served as chief financial officer of Reuters
Group, has recent and relevant financial experience. Kent Atkinson was Committee Chairman until his retirement on 31 December
2011.

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 internal controls over financial reporting
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Until 31 December 2011, the remit also included the Group’s internal control {financial and non-financial), operational risk
management and regulatory compliance arrangements, but, following the conclusions of the internal and external reviews of the
duties of the Risk and Capital Committee, these responsibilities, other than internal controls over financial reporting, have now
been transferred to the Risk and Capital Committee. As a consequence, the Committee has been renamed the Audit Committee.
During the year, the Committee met five times to coincide with the Company’s financial reporting cycle. It met regularly 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 Chiet Executive and the Chief Financial Officer. Other members of senior management are
also invited, including the Group Internal Audit Director and the Group Chief Risk Officer, as well as the external auditors.

Financial reporting
During 2011, the Committee reviewed the Group’s draft:

* Preliminary Results 2010

+ Annual Report and Accounts 2010

¢ Summary Financial Report 2010

+ Haltf Year Results 2011

* Interim Management Statements issued in April and November 2011

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

The Committee’s detailed review included considering:

+ The Group's significant accounting policies and any changes made during the year, including the adoption of operating profit as
the main IFRS performance measure

» Significant accounting issues and areas of judgement, including the acquisition of Focus Solutions Group, matters relevant to
the staff pension scheme and the valuation of property assets

» Actuarial assumptions applied, in particular annuitant mortality, persistency and expenses and any changes made during the
year

» Significant IFRS accounting and reporting issues and EEV methodology and assumption issues identitied by management

* The clarity of disclosures in the IFRS and EEV financial statements, including the presentation of certain financial instrument
disclosures, and the introduction of new business analysis by fee and spread and risk categories

» The results of management’s assessments of the Group’s going concern and Group solvency position, including recommending
to the Board that the going concern assessment was reasonable

* Relevant external financial reporting developments and guidance, including the FRC's key questions for Audit Committees to
consider and the FRRP's guestions on the reporting of principal risks and uncertainties

* The views of the external auditors, including actuarial specialists, on all of the above

External audit

The Committee monitors the work of the external auditor. This includes reviewing how independent and cbjective the external audit
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:

« Agsesses 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 Commitlee 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, reappeintment or
removal of the external auditor. It 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 five
years in accordance with ethical guidelines and 2011 is the final year for the current pariner. The Commitiee believes that the
present auditor's performance and reappointment should be considered 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 and taking
into account all other relevant factors. 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 members of the Group Finance team who work most
closely with the audit team. The Committee also considers the guality of the regular 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 2011
effectiveness review, the Committee concluded that it was appropriate to recommend to the Board that a resolution shou!d be
proposed at the 2012 AGM to reappoint the present auditor. The Committee’s recommendation is not restricted by any contractual
obligations.
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Non-audit services

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

implementation of the policy on behalf of the Board. The aim of the policy, which is reviewed annually, is to support and sateguard

the objectivity and independence of the external auditors. 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 information system design

Appraisal or valuation services where the results would be material to the financia! statemenis

Internat audit cutsourcing

Actuarial calculations

Management functions

Forensic audit services

* Temporary or permanent services as a director, officer or employee or performance of any decision-making, supervisory or
monitaring function

+ Recruitment of senior management

s & & & B

The policy permits non-audit services to be purchased, following approval, when they are closely aligned to the externat audit
function and when the external audit firm's skills and experience make it the most suilable supplier. These include:

* Advisory services in conneclion with acquisitions and disposals

* Due diligence related to mergers and acquisitions

Tax compliance and advisory services

Employee benefit plan audits

Attesting to services not required by statute or regulation

Assurance services relating to regulatory developments affecting the Group

Consultations concerning financial accounting and reporting standards not relating to the audit of the Group’s financial
statements

+ Suslainability audits/review

At each meeting, the Committee reviews the schedule of non-audit services authorised and the leve! of fees paid. The non-audit
services policy requires the approval of the Chairman of the Committee befcre cenrtain services are commissioned. You ¢an find
details of the fees paid to the external 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 2011 included SICAV tax compliance work and assurance services
relating to the ORSA, in preparation for Solvency 2.

Internal audit

The Committee considers the effectiveness of the Group's internal audit function, monitoring its independence and objeclivity 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 resourced. The Committee receives regular reports on the implementation of the approved
internal audit plan, key findings of completed reviews, and updates on the implementation of recommended improvement actions.
The Group has an infernal audit co-sourcing agreement with Ernst & Young LLP. During the year, an external review of the Internal
Audit function was commissioned, benchmarking its aclivities against the Institute of Internal Audit standards. Group Internal Audit
received the highest possible rating.

Risk framework

The Board approves the Group’s Enterprise Risk Management ('ERM’) framework. Until 31 December 2011, the Committee
retained its oversight role in regard to operational risk as part of its duty to oversee the effectiveness of the system of internal
controls. This duty has now been passed to the Risk and Capital Committee. You can find out more about the ERM framework at
the end of this section.

Financial crime and whistleblowing

The Committee reviews the arrangements for employees of the Group to raise concems, in confidence, about possible impropriety
in financia! reporting and other matters. At each meeting it receives reports on all calls to our dedicated Speak-up helpline. Any
concerns are independently investigated and the Committee ensures that appropriate follow-up action is taken. The Committee
also receives updates at every meeting from the Group Head of Financial Crime who reports on compliance with the Group’s Anti-
bribery policy, and any other activities associated with financial crime.

Committee effectiveness

The Committee reviews its remit and effectiveness annually. Members complete an online seli-assessment questionnaire and
review the Committee’s terms of reference. After analysing the questionnaire responses in late 2011, the Committee concluded
that it had:
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* Performed effectively during the year
» Fulfilled its duties under its terms of reference, and kept its terms of reference up-to-date

e Received sufficient, reliable and timely information from management and the external auditor to enable it to fulfii its
responsibilities

As noted previously, the Committee also agreed detailed changes to its terms of reference to reflect the developing role of the Risk
and Capital Commitiee.

Advice and development

In carrying out its duties, the Committee is authorised by the Board 1o obtain any information it needs from any Director or
employee of the Group. It is also authorised 10 seek, at the expense of the Group, appropriate professional advice inside and
outside the Group, whenever it considers this necessary. The Committee's terms of reference recognise applicable external
guidance. They are available from the Group’s website at www.standardlife.com/about/board

Report from the Chairman of the Risk and Capital Committee

The Risk and Capital Commiittee supports the Board's effective governance over strategic risk management and the use of capital
and reponts its findings and recommendations to the Board. From its start-up in April 2010, the Committee made significant
developments during 2011 and is now well established in its role and providing quality support and analysis to the Board. | am
pleased to present my report on the work and operation of the Commitiee during the year. Lord Blackwell, Chairman

The Committee members are Lord Btackwell (Chairman), David Grigson, Sheefagh Whittaker, and Grawiford Gillies {appointed 1
January 2012) who are all considered by the Board 10 be independent non-executive Directors. During 2011, the Committee met
eight times. Kent Atkinsen retired from the Committee on 31 December 2011.

The Group Chief Risk Officer attends the Committee meetings and has the right of access to the Committee Chairman. Others
inviled to attend Committee meetings on a regular basis include the Chairman, the Chief Executive and the Chief Financia! Officer.
Other members of senior management are also invited, including the Group Internal 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 Board on:

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

* The structure of the Group’s Enterprise Risk Management Framework and its suitability 1o 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 risk and capital matters affecting the Heritage With Profits Fund

During 2011 it carried out this rofe through activities including:

+ Undertaking training and awareness sessions on matters including capital measures, risk and control models and specific
products as well ERMF implementation in each business unit

+ Considering emerging risks and current risks concerns, including the Eurozeone crisis, the impact of low interest rates and the
Group’s preparedness for the introduction of Solvency 2 and the use of the internal model, and how these developments may
impact the Group's risk and capital 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 retated to material business developments and product innovations

* OQOverseeing the Group ERM framework to provide assurance to the Board that it supports risk management across the Group.
You can {ind out 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 1o be applied to performance-related payments in incentive packages

Committee effectiveness

Recognising its short period of existence, in 2011 the Committee commissioned an external review by PricewaterhouseCoopers of
its remit and operations. The report confirmed that the Committee had established itself very well and was fulfilling its role
effectively. The report suggested some areas where the Committee’s detailed duties might be refocused and to minimise overlaps
with the duties of the Audit and Compliance Committee. The Committee supported these findings and the revisions to the detailed
terms of reference were agreed with the Audit and Compliance Commitlee. The revised terms of reference for both Commitiees
took effect from 1 January 2012. One of the key changes was that regulatory compliance reporting will now be brought to the Risk
and Capital Committee.

The Commitiee also undertook a review of its own effectiveness as part of the overall Board Committee review programme. The
members’ conclusions supported the findings of the external review.
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You can find out more about the principa! potential risks facing the Group and how they are managed in section 1.5 of the
Business review. You can aiso find out more about risk exposures in Note 42 o the IFRS financial statements. The Committee’s
terms of reference are available irom the Group’s website at www.standardlife.com/about/board

Report from the Chairman of the Remuneration Committee

The Remuneration Commitiee supports effective governance over remuneration. You can read my full introduction in the Directors’
remuneration report which follows this section. Crawford Gillies, Chairman

The Commiliee members are Crawford Gillies (Chairman), Lord Blackwell, Colin Buchan, Sheelagh Whittaker and Pierre Danon
(appointed 1 January 2012) — all of whom are considered by the Board to be independent non-executive Directors.

During 2011 the Committee met eight times. The Committee’s role is to approve or 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
Operations Director and the Head of Group Reward are invited to attend.

You can find details of the Group’s current rernuneration policies for the Direclors 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

Report from the Chairman of the Nomination and Governance Committee

The Board takes advice from the Nomination and Governance Committee to support its effective oversight over Board
appointments and the corporate governance framework. | am pleased to present my report on the work and operation of the
Commitiee during the year. Gerry Grimstone, Chairman

The Committee members are Gerry Grimstone {Chairman), Lord Blackwell, Colin Buchan, Baroness McDonagh and David Nish —
a majority of whom are considered by the Board to be independent non-executive Directors; the Committee's membership is in line
with the Code.

During the year the Committee met seven times. 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. The
Committee makes recommendations to the Board on new Director appointments and ¢arries out other activities related to Board
composition and reviewing Board effectiveness. Members of the Commitiee do not take part in discussions when their own
performance or continued appointment is being considered.

Appointments to the Board

Taking account of the Group’s strategy, as well as industry and regulatory developments, the Committee evaluates regularly the
Board's balance of skills, diversity, knowledge and experience, as well as considering the time served by non-executive Directors.
The Committee uses this focused analysis to support its recruitment activities.

Having identified the capabilities needed, the Committee prepares a description of a role and engages external search consultants
to prepare a list of suitable candidates. The Committee discusses the list and once a short list has been agreed, the Committee
interviews suitable candidates and, subject to the satisfactory completion of all background checks and regulatory approvals,
makes appropriate recommendations to the Board. As part of its review process, the Committee considers all of the other
appointments of recommended candidates with a view to assessing whether they will have sufficient time to meet the necessary
time commitment. During 2011, and more recently, following structured searches, the Commitiee recommended to the Board the
appointments of Pierre Danon, John Paynter and Lynne Peacock as non-executive Directors.

In addition, the Committee reviews all recormmendations to appoint independent non-executive directors to the boards of subsidiary
companies or as members of subsidiary board commitiees.

Succession planning and talent development

The Board recognises that effective succession planning and talent development are key to long-term success. The Commiitee
reviews the succession planning and talent development processes, which take into account the skills and expertise required by
the Beard and senior management to allow the Group to operate effectively. During the year, the Committee oversaw the operation
of Group-wide talent development programmes at graduate and emerging leader levels as well as an accelerated programme for
senior leaders. The Committee considered that good progress had been made at each of these levels. The Cemmittee 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 Commitiee and the rest of the Board
have taken the opportunity to meet with, and have presentations from, key talent across the Group. During the year, the Committee
also supperted the Board's diversity discussions, reviewing both the recommendations from the Davies report and the FRC's
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related consultation. The Committee considered that it was important to support diversity throughout the Group and not only at the
Board level. The Committee drafted and recommended a formal diversity statement which the Board adopted in November 2011.

Corporate governance

The Board expects the Group 1o be a leader in corporate governance activities both through its own positioning and through its
stewardship and other aclivities. The Committee reviews the Group's corporate governance arrangements against relevant
generally accepted corporate governance standards. In particular, it reviews in detail the Group’s compliance with the Code, and
makes appropriate recommendations on governance arrangements to the Board. Where appropriate, the Committee submitted
responses to corporate governance consultation documents during the year. The Committee also considers potential new outside
appointments of Direclors, and refers any potential or actual conflicts of interest identified to the Board for discussion.

The Committee undertook a review of its own effectiveness as part of the overall Board Committee review programme. The
members concluded that the Committee had performed well and had strengthened its role to oversee the talent development and
succession activities within the Group.

The Gommittee’s terms of reference are available from the Group's website at www.standardlife.com/about/board

Report from the Chairman of the Investment Committee

The Investment Committee oversees the high-level asset allocation strategy (including benchmarks) within the Heritage With
Profits Fund and Insured Funds as well as the investment activities and stewardship role of the Group as an investor and a fund
manager and reports its findings and recommendations to the Board. | am pleased to present my report on the work and operation
of the Committee during the year. Colin Buchan, Chairman

The Committee members are Colin Buchan (Chairman}, Crawford Gillies and Pierre Danon (appointed 20 October 2011). They are
all considered by the Board to be independent non-executive Directors. Kent Atkinson retired on 31 December 2011. During the
year the Committee met four times and reported to the Board on matters relevant to the investment activities and stewardship role
of the Group as an investor and fund manager. At each meeting, the Committee receives updates from Standard Life Investments
on the performance of financial markets and the global outlock, and oversees invesiment activity within Standard Life Assurance
Limited considering matters such as fund performance, investment aobjectives and asset allocation. The Committee also receives
updates on specific corporate governance and stewardship matters related to investments managed by Standard Life Investments.
During 2011, the Committee spent time considering the impact on markets of the Eurozone crisis. The Chief Executive and other
executives (where appropriate) of Standard Life Investments attend Commitiee meetings.

The Committee alse undertook a review of its own effectiveness. Committee members commented that the work to improve the
clarity of the Committee’s role and responsibilities of the Committee had been very beneficial.

The Committee’s terms of reference are available from the Group's website at www.standardlife.com/about/board

Report from the Chairman of the Corporate Responsibility Committee

The Corporate Responsibility Gommittee provides oversight over sustainability and corporate responsibifity issues and reports its
findings and recommendations to the Board. | am pleased to present my report on the work and operation of the Committee during
the year. Gerry Grimstone, Chairman

The Committee members are Gerry Grimstone (Chairman), Baroness McDonagh and David Nish.

During the year the Committee met three times. The Committee oversees and provides guidance and direction on the Group’s
Corporate Responsibility programme. It also supports the Board's role in providing leadership on environmenta) and social issues.
The Committee’s duties include keeping under review the Group’s strategy and policies on Corporate Responsibility and making
recommendations to the Board on Corporate Responsibility issues. This links our responsibilities to our stakeholders more closely
to our long-term business objectives. The Committee’s terms of reference are available from the Group's website at
www.standardlife.com/about/board

You can find more details about the Group’s Sustainability activities in the Sustainability section and on the Group’s website at
www.standardlife.com/corp_resp/index.html

Report from the Chairman of the With Profits Committee of Standard Life Assurance Limited

Whilst the approval of actuarial matters affecting the Group remains a matter reserved for the Board, FSA regulations require that a
With Profits firm’s governance arrangements should make provision for independent judgement and advice. In common with most
farge firms, the board of Standard Life Assurance Limited (SLAL) has established a With Prolits Committee (WPC) for this
purpose. | am pleased to present my report on the work and operation of the Committee during the year. Niall Franklin, Chairman

The Committee members are Niall Franklin (Chairman), Graham Aslet, Ray Greenshields and Isabel Hudson. They are all wholly
independent of the Group. The WPC mests at least six times a year to monitor and advise SLAL on the management of its With
Profits business. Senior actuaries involved with the management of With Profits business, in particular the With Profits Actuary and
the Actuarial Function Holder, as well as the Head of Capital & Risk Management routinely attend these meetings.

SLAL has had a With Profits Committee since demutualisation. lts role is ‘to monitor and advise the SLAL Board on the
management of With Profits business, providing independent judgement on the fair treatment of With Profits policyholders and to
take a proactive role in raising any issues that merit further consideration’. The Committee reviews all proposals that are material to
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the interests of SLAL's WP policyholders. The Commitiee has the authority 1o engage external advisers, when appropriate, and
has engaged Milliman to provide actuaria! advice.

The Committee’s routine formal interaction with the SLAL board is by the minutes of its meetings and by an annual report to the
SLAL board on compliance with the Principles and Practices of Financial Management (PPFM) and the exercise of discretion, The
Chairman of the Committee has attended SLAL board discussions in relation to material With Profits matters. The WPC has
authority to make a report to policyholders. It did not de so during 2011 and would not expect to do so unless it disagreed
materially with SLAL’s own annual report to With Profits policyholders {(which is required by FSA regulations) on the management
of the business.

The Committee’s terms of reference are available from the Group's website at
www.standardlife.co.uk/1/content/resources/uk_internet/PDFs/Retail/wp109.pdf

Communicating with investors

The Company continues working to develop an efiective dialogue with all its shareholders, based on a mutual understanding of
objectives. As part of this, the Investor Relations department supports communication with instituticnal investors. During 2011, 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 presentaticns and
meetings covers business strategy, financial performance, operational activities and corporate governance - but excludes price-
sensitive information. Formal presentations were given to support the release of both the preliminary and half-year financial results,
and an analyst and investor day was held in October 2011. The Chairman has his own investor contact programme and brings
relevant issues to the attention of the Board. '

The Board is equally committed to the interests of the Company’s 1.4m retail shareholders who hold approximately 60% of the
Company’s issued shares. During the year, the Company continued to gather shareholders’ views on the services and means of
commuhication available to them. Their input has informed how the Company communicates — particularly online — and how the
Annual Report and Accounts 2011, Summary Financial Report 2011 and the AGM guide 2012 are distributed. As a result of these
procedures, the non-executive Direclors believe that they are aware of shareholders’ and analysts’ views.

To give all shareholders simulianeous 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 websits.

The Chairman’s statement, and the Business review (which includes the Chief Executive's and Chief Finangial Officer's overviews)
in this Annual Report and Accounts 2011 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 2012 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 investment management company, recegnises the importance of good
governance and stewardship. 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 suppor its appreach 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 Committee concluded that the Cempany 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,
believing that it is mutually beneficial for companies and long-term investors such as Standard Life Investmentis 1o have a
relationship based on accountability, engagement and trust. Standard Life Investments has made public its processes to comply
with the Stewardship Code’s seven best practice principles. You can read more about this at www.standardlifeinvestments.com

Other information

You can find details of the following in the Directors’ report and the Directors’ remuneration report:
Share Capital

+ Significant direct or indirect holdings of the Company’s securities

e Confirmation that there are no securities carrying special rights with regard to control of the Company
¢ Contirmation 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
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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 1o 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 panticular, with regard to regutar financial reporting and preparing consolidated accounts, Group
Finance participates in the control self-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 developmenis 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 contro! and the
ERM framework, and during 2011 both areas reported their findings to the Audit and Compliance Commitiee.

In line with the Code, and the further guidance in the Turnbull Reponi, 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 Annual Report and Accounts
2011. 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, operationa! 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.

Going concern

The Group’s business aclivities, together with the factors likely to affect its future development, periermance and position are set
out in the Business review. The Business review includes details on our cash flow and capital management - Section 1.3 Chief
Financial Officer's Overview — and a section describing our key risks — Section 1.5 Risk management. Further details of the
Group's risk and capital management procedures and govemnance are outlined later in this section. In addition, the IFRS
consclidated 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 48); and its capital structure and position {(Note 49).

The Group continues 1o 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 £500m does not mature until December 2013. The
Group has considerable financial resources together with a diversified business medel, 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 successiully.

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 fuiure For
this reason, they continue to adopt the going concern basis in preparing the financial statements.

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 cur objectives, aligned with our corporate purpose.

The Group’s corporate purpase

To drive shareholder value through being a feading, customer-centric business focused on long-term savings and investments
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 o make informed
decisions to create and protect value in the Group's activities.

We are proaciive in understanding and managing the risks to our objectives at every level of the Group and ensuring that capital is
delivered 1o areas where most value can be created for the risks taken.
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The Group's Enterprise Risk Management framework

The Group has an Enterprise Risk Managemeni (ERM)
framework that enables risks to the Group 1o be identified,
assessed, controlied and monitored consistently, objectively
and holisticaily. We have cperated our ERM framework for a
number of years and we continue to seek opportunities to
strengthen the framework and to ensure that it is aligned with
external best practice.

There are five key elements to our ERM framework which are
set out in the adjacent diagram. The operation of this . .
framework provides for a risk-based approach to managing our Enterpnse Risk
business, integrating concepis of strategic planning, operations Management

management and internal control.

You can find ocut more information about each element of the
framework below.

We believe that our current ERM framework is closely aligned gy, .
to the Solvency 2 requirements relating to risk management *Beueyy yopu 363"
and systems of governance, although we recognise there will

be some developments as we move towards the
implementation of Solvency 2 in January 2014,

One area thal we envisage developing further is our own risk and solvency assessment (ORSA) process; however, our ERM
framework provides a good foundation for this in terms of identifying, assessing, controlling and monitoring risks.

Our experience of operating and improving cur ERM framework over a number of years means that we are well placed to meet the
requirements of Solvency 2 which we anticipate will support the further embedding of risk management within the Group.

Risk culture
Our approach

» Right staff, right jobs, right behaviours, roles and responsibilities clearly defined
+ Right structure, effectively implemented, risk focused committees and management
= Group-wide awareness, deepening understanding of risk, ongoing embedding and change

Risk governance structure

The risk governance structure we use in defining our risk culture includes the Risk and Capital Committee which is made up of

non-executive Directors. The Group Chief Risk Officer also attends meetings of the Risk and Capital Gommittee. 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 risk strategy, material risk exposures and future risk strategy and their impact
on levels and allocation of capital

+ The struciure and implementation 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, major product developments anc other corporate transactions

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

The Committee also provides 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.

The Group Enterprise Risk Management Committee (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 Chiet Executive in the management of risk across the Group

The Group ERMC is supported by the Group Credit Risk Committee which deals with all types of credil risks arising from the
current and proposed activities of the Group.

Group Risk supports the operation of these risk Committees and provides assurance, assistance and advice to these Committees
as required.

Group Risk is supported by the risk functions within the business units. These functions are respensible for providing assurance
that the financial and non-financial risks inherent in business activities are identified and managed in accordance with the appetite
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.
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Three lines of defence

The Group operates a Three Lines of Defence mode! 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 delegated
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.

Thirgd line: Independent verification of the adequacy and effectiveness of the internal risk and control management systems is
provided by the Audit Committee, which is supporied 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 objeclives

The Group’s appetite for accepting risk is dependent on the expected return exceeding the cost of capital

+ The price charged for accepling 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 suppert 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

These metrics enable us to measure risk and capital consistently across the Group's diverse range of businesses, activities 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. These risk metrics will be kept under review to ensure they remain appropriate under the Solvency 2 regulatory
framework.

Excess working capital Shareholder value

Shareholder cash that is in excess of regulatory The value of shareholders’ economic interest in the
Definition requirements, target solvency requirements and any Group's assets —that is the present value of cash
further operational constraints. earnings from a particular enterprise or activity.

Management of the primary source of funding for the Management of the financial strength of the Group and
business, the strategic activities of the Group and delivery of long-term shareholder value.

LELECEUCE U ERL Ll distributions to shareholders.

The reduction in excess shareholder cash that a Loss in value that a business might expect to see as a
business might expect to see as a consequence of a consequence of a defined risk event.
defined risk event.

Exposure measurement

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

Group Risk continue to review and challenge financial and operational risk reporting from the risk functions across the Group to
ensure that accurate and adequate information is delivered to the risk committees to support their risk management mandates.,
During the year, Group Risk enhanced various aspects of risk reporting in response to the Eurozone crisis.

In addition, in light of the Eurozone crisis the Group also set up a Eurozone Steering Group (ESG) and a Eurozone Working Group
{EWG} to ensure that the Group is well prepared for any adverse scenarios that may transpire from the Eurozone crisis and to
provide assurance to the Risk and Capital Committee in this area.

The ESG was formed to review and steer actions and contingency plans required to manage the Group'’s response to the
Eurozone situation whilst the EWG supports the ESG in working through detailed issues when required.
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Risk control processes

Our approach

¢ Driving group-wide operational excellence

+ Operational Risk and Control: Integrated system, consistent application

* Active Control Management: make the right things happen the first time, identify when things have not gone well and understand
why, recover the position quickly when things have not gone well

Risk control processes are the practices by which we manage risk within the Group. Risk control processes are used to identify,
assess, control and manitor risk. They are defined in, and implemented through, the Group's policy framework.

Objective

Identify major sources of risk which may affect equity holder Internal/external events and loss monitoring
returns and/or the interests of the Group’s policyholders, Risk register and policies
customers and other stakeholders. Risk profile and ownership
. Key processes and ownership
Identify Risk metrics/indicators
Gross and net risk assessment
Key controls
Benchmarks
Assess exposures to each major source of risk, using Limits: thresholdsftolerances
Assess qualitative and quantitative techniques as appropriate.

Establish a defined response to risk. Management selects the  Assurance mechanisms: Control self-assessment/policy
risk responses, which may include avoiding, accepting, compliance/second line oversight/audit reviews
reducing or transferring the risk exposure.

Control

Current exposure to identified risks is monitored and reported  Reporting to commitiees and boards
Monitor as required.

Policy framework

The policy framework supports the Group’s corporate purpose by providing a consistent, high-level 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 Level
managing our key risks at the highest level, and Ownership: Governing
communicate how the policy framework supports the Executive sponsor Principles
Group strategy

+ Policies: support the governing principles and contain Level 2
clear standards slating what business units are required to Cwnership:
do Group Policy Owner

+ Procedures, controls and communications: designed and

implemented by business units to meet the policy Level 3 |
standards in a manner appropriate to that individual Ouwnership.
Business Unil

business unit

Operational Risk and Control {ORAC)

The key control for the management of operational risks in the Group is the Operational Risk and Control framework which
comprises of: Policy framework, Control Self Assessment (CSA), Risk Assessment, Key Risk Indicators, Risk Event and Action
Plan Management, supported by the ORAC system. The Policy framework and CSA modules require senior management to certify
adherence with Policy standards and key controls at least quarterly. Exceptions from these along with Risk Events that have
occurred in the period are reported and discussed at monthly business unit and ERMC meetings.
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Emerging risk management
Our approach

» Defined process for identification of emerging risks
* Supported by extreme scenario testing of business plans
» Raising awareness at executive level and across the Group

The Group has defined a clear and simple process for identitying and managing emerging risks. The process provides for:

The identification of emerging financial and non-financiat 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 carrying 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 evenis. This enables us to take a forward looking view of risks driven by our business model along
with any capital implication associated with these risks.

Risk and capital models

Our approach

* Modelling and understanding our business

» Managing complexity, achieving consistency and clarity with common metrics
» Risks effectively guantified and business fully profiled

The Group continually strives to enhance our internal risk and capital models. Our main cbjective is to improve the consistency of
the 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

Our approach

= Putting risk at the heart of our business planning

* Understanding our risk and strategy and making the right decisions

+ Effective strategic control and allocation of capital

Strategic risk management forms an integral part of the strategic planning process and is directly linked to the Group's corporate
objectives. This process enhances the Group's capability to assess strategic allocation of capital and the ability 1o identify, monitor

and manage emerging risks. The process is based on a consideration of the general environment, the competitive environment
and external events that could prevent, or impact the achievement of the strategy.
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Directors' remuneration report

This section explains how, why and what we pay to the Directors of Standard Life pic. The tables at the end of this section have
been audited by PricewaterhouseCoopers LLP and are marked as 'audited’ for clarity.

Introduction

in 2010, we made a number of changes to our executive remuneration arrangements to ensure that the way we structure
remuneration supporis the delivery of our strategy. In 2011, whilst the structure of remuneration has not changed, the
Remuneration Committee has remained focused on ensuring that our remuneration arrangements are aligned with our corporate
objectives and that the quantum of reward is appropriate in light of the Company’s performance.

During 2011, we engaged with key investors ahead of the AGM to discuss points raised in relation to the Directors’ remuneration
report and modified our draft proposals as a result. We value the opportunity to listen to our shareholders’ views, and provide
further information and rationale for certain changes where requested. We are committed to maintaining an open and transparent
dialogue with shareholders and will be seeking to continue these constructive discussions during 2012,

In ensuring that remuneration is linked to performance, is transparent and is easy to understand, the following principles are
applied in determining remuneration:

Encourage behaviours that deliver results which are aligned to the interests of shareholders and other stakeholders

Be competitive and reflect Group and personal performance and the individual's value in the market, without paying more than
is necessary

Provide an appropriate level of fixed remuneration and ensure that short and long-term incentives balance risk and reward
Reflect Standard Life's role in promoting best remuneration practice in the wider market

The Remuneration Committee ensures that decisions are made on an informed, objective and independent basis. Our approach to
setting and assessing annual bonus and LTIP targets is as follows:

+ The starting peint for setting incentive targets is the business plan approved by the Board in order to ensure that remuneration
supports our business strategy. The Remuneration Committee also takes into account how this level of performance compares
against prior year and market expectations
Our approach to adjustments to the reported figures is agreed up front to ensure consistency

In reviewing the outtum of both cur short and leng-term ptans, the Remuneration Committee considers the details of the results
to ensure that the reported figures reflect the underlying performance of the business

+ We consider how performance has been achieved as well as what the results show, by reviewing executives’ performance
against their individual scorecards

+ The views of the Group Chief Risk Officer and the Risk & Capital Committee are sought to ensure that performance has not

been achieved as a result of excessive risk taking within the business and that remuneration structures do not impact on the risk
profile of the business

The Remuneration Committee ensures that there are regular opportunities for members to discuss matters without any executives
present.

The Remuneration Committee is also responsible for overseeing remuneration policy for the Group as a whele and is mindful of
pay and conditions for the wider workforce when determining executive remuneration. That is why the Group People and
Operations Director is asked to keep the Remuneration Committee informed about the approach on salary increases, structure of
incentive arrangements and distribution of outcomes throughout the wider organisation, as well as the take-up of all-employee
share ownership plans, employee engagement survey results and staff morale.

Taking into account these broader considerations, with the exception of Jackie Hunt, base salary increases for Executive Directors
together with all other elements of all the executive directors’ packages for the year are unchanged

Our CFO, Jackie Hunt, was appointed in 2010. As described last year, and in line with our remuneration philosophy, Jackie's
remuneration on appointment was set at a level below that of her predecessor and below the market range with the intention of
moving to a more competitive level of remuneration as she became established in the role. This approach is consistent with how
we treat employees who are promoted throughout the organisation, Following a successful period for Jackie, the Remuneration
Committee has agreed to increase her base salary by 7.5% with effect from 16 March 2012.

Looking forward, we will be undertaking a review of long-term incentive arrangements for the Group and for Standard Life
Investments during 2012 and will be seeking the views of our key investors as any proposed amendments or new arrangements
are developed.

The Remuneration Committee has also maintained a keen interest in the commentary and regulations that continue to impact pay
in financial services and wider industry. As a leading investor and a member of the FTSE 100 we advocate the highest standards
of corporate governance, within the practical and commercial reality in which we operate. Therefore, | have taken the opportunity to
respond to the Department of Business, Innovation & Skills discussion on executive pay and its consultation on the narrative
reporting framework. We believe that the proposals announced by the Government on 24 January 2012 merit careful consideration
and we welcome the opportunity to participate in the forthcoming consultation process to provide input on the practical aspects of
the proposals.
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Directors’ remuneration report continued

This Directors’ remuneration report sets out the details of our remuneration policy, the Remuneration Committee’s activities during
the year, and information which supports the vesting outcomes and payouts under our various incentive arrangements, together
with information that is subject to audit. A resclution to approve the Directors’ remuneration report will be put forward at the AGM,
which | hope you will support.

/)

Crawford Gillies, Chairman, Remuneration Committee

Remuneration Committee members and our role

Members: In 2011, the Remuneration Committee was made up of four independent non-executive Directors: Crawford Gillies
(Remuneration Committee Chairman), Lord Blackwell, Colin Buchan and Sheelagh Whittaker. From 1 January 2012 Pierre Danon
has joined the Remuneration Committee.

Our role: To 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 level
Changes to employee benefit structures (including pensions) throughout the Group

L]

If you would like a copy of the Remuneration Committee’s terms of reference go to www.standardlife.com or request a copy from
our Group Company Secretary and General Counset.

Externatl advisers

During the year, the Remuneration Committee took external advice from Deloitte LLP who were appointed as external advisors to
the Remuneration Committee from October 2011 after a tender process conducted by the Remuneration Committee’s Chairman.
Having considered the merits of a number of potential candidates it was concluded that Deloitie LLP were likely to provide the
appropriate level of support required. As noted, on page 42 Gerry Grimstone is an Independent Non-Executive of Deloitte LLP.
Both the Chairman and the Remuneration Committee recognised the need to ensure there is no conflict arising from the
appointment of Deloitte LLP to advise the Remuneration Committee. We are satisfied that the nature of the Chairman's
appecintment to Deloitte LLP does not give rise to such conflict and that there are appropriate internal controls and segregation of
duties in place. The Chairman did not play a part in the tender and selection process.

A representative from Deloitte LLP attends, by invitation, all Remuneration Committee meetings to provide information and updates
on external developments affecting remuneration as well as specific matters raised by the Remuneration Committee. Qutwith the
meetings, the Remuneration Committee’s Chairman seeks advice on remuneration matters on an ongoing basis. The
Remuneration Committee also received information on comparative pay data from Towers Watson. As well as advising the
Remuneration Committee, Deloitie LLP also provided tax, risk and re-organisation services 1o the Group during the year.

Prior to this, Hewitt New Bridge Street (HNBS’, part of Aon Hewitt) performed this role. One of Aon Hewitt's group companies is a
customer of Standard Life. The framework and operation of the internal contro! process, segregation of duties and remuneration
structures within Aon Hewitt and HNBS was formally assessed in 2010 and there were no changes that caused the Remuneration
Committee to reconsider its opinion that HNBS was independent before the relationship ended in October 2011.

Where appropriate, the Remuneration Committee receives input from the Chairman, Chief Executive, Chief Financial Officer,
Group People and Operations Director, Head of Group Reward, Group Chief Risk Officer and Head of Corporate Governance at
Standard Life Investments. This input never relates to their own remuneration.
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What we did in 2011

The Remuneration Committee met eight times during 2011. The issues discussed and/or approved included:

January to March:

2010 Direclors’ remuneration report and 2011 AGM
resolutions

Approval of the 2011 Long-Term Incentive Plan (LTIP) and
annual bonus design and performance targets, including
the performance measures in the Chief Executive's 2011
scorecard

Changes within the wider executive population, including
exit terms for senior employees leaving the Group
Effectiveness of the Remuneration Committee and its
advisers in 2010, together with a review of the
Remuneration Committee's Terms of Reference

Executive Director and Executive team salaries

Level of 2010 annual bonus payout across the Group,
Level of vesting of 2008 awards under the Group and
Standard Life Investments LTIPs afier liaising with the Risk
and Capital Committee

Risk assessment of 2010 Group performance and 2011
remuneration structures after liaising with the Group Chief
Risk Officer and Risk and Capital Committee

Review of Executive Service Agreements

L ]
April to June:

Changes within the wider executive population, including
the appointment of Paul Matthews, the new UK CEO, and
exit terms for senior employees leaving the Group
Feedback received from shareholders and voling agencies
following investor consultation and the 2011 AGM

An updated process for reviewing and approving the design
of new incentive plans in order to0 meet guidance/
requirements set out in the FSA Remuneration Code’,
Walker Report and Solvency 2

July to September:

2011 annual bonus and 2009 LTIP performance updates

Changes within the wider executive population, including exit
terms for senior employees leaving the Group

Executive remuneration market trends update and any impact
on Standard Life’s remuneration policy

Review of Remuneration Commitiee advisers

October to December:

2011 annual bonus and 2009 LTIP performance updates
2012 LTIP and annual bonus design, including the measures
in the Chief Executive's 2012 scorecard

Appointment of new Remuneration Committee advisor

Changes within the wider executive population, including the
appointment of Charles Guay, new CEQ of SL Canada, and
exil terms for senior employees leaving the Group

Effectiveness of the Remuneration Committee, together with
a review of the Remunersation Committee's Terms of
Reference and our remuneration principles

Market governance update including considering the impact
of the FSA’s “Dear CEQ” letter

Response to the Department of Business, Innovation & Skills
(BIS) consultation on executive remuneration and narrative
reporting

Review of executive remuneration policy

Executive Team’s annual pay reviews

Standard Life Investments’ performance relative to the market
and overview of UK sales incentive plans

Chairman’s 2012 fee for recommendation to the Board
Review of Voluntary Shareholding Guidelines

! A number of our Group companies, including 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 ficence firms, they fall within the tier four
definition. Accordingly, the Remuneration Committee 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

Qur policy is to attract, retain and develop key talent to support the delivery of our long-term strategy. Cur remuneration principles
are a key element in achieving this. The following shows the elements of an executive Director's 2012 remuneration package:

Reflects the relative market value of an individual's role, their position and
Base salary sustained performance
Fixed Benefits Provides monetary and non-monetary items that assist employees in carrying out
their duties efficiently, including car allowance and private medical cover
Pension Gives specific element of remuneration to save for their retirement
Rewards good financial and non-financial performance that supports the corporate
Annuat bonus strategy at a Group and personal level
Variable
. . Rewards long-term financial performance in line with corporate strategy and
Long-term incentive plan personal contribution, and aligns the interest of executive and shareholders
Shareholding guidelines Aligns the interests of executives and shareholders
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Directors’ remuneration report continued

Our policy in relation to each element is as follows:

Pay an appropriate rate, taking into account rates paid for similar roles within the financial services industry
or other industries where the skills are transferable

Base salary « Set salary of executives to reflect their contribution and level of experience
+ Review annually using independent benchmarking data
* Set salaries which support the recriitment and retention of talent
Benefits » Provide a range of benefits on a cost-effective basis, while allowing a degree of individual choice
Pension « Provide competitive retirement benefits in a way that does not create an unacceptable level of financial risk

for our business

Annual bonus

Measure performance against targets set out in performance scorecards

Cover key financial and non-financial objectives (and retated 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
incentive plan

Grant a share-based award to selected senior executives

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

Shareholding
guidelines

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
personal investments

How our remuneration policy supports our business strategy

Our aim is to drive shareholder value through being a feading, custemer-centric business focused on long-term savings and
investments propositions in our chosen markets. We have a simple business model which focuses on driving IFRS profitability.
This is the key performance indicator used to assess our performance internally and to report to shareholders.

Increasing
assets

Maximising Lowering

revenue unit costs

Optimising the balance sheet I

£399m £425m

Group operating profit before tax

£544m

2009 2010 2011

Our remuneration policy is aligned with and supports our business strategy:

* The Group LTIP is based on the achievement of Group operating profit targets. This aligns executives’ long-term rewards with
the Group’s strategy to deliver sustainable IFRS profits growth,

« The annual bonus is based on a on a balanced scorecard approach and focuses on the activities which support the delivery of
our strategic pricrities for the year. This includes performance against our broader financial KPls as well as people, customer
and brand measures.

* The deferral of a portion of the annual bonus, along with the emphasis on long-term performance through the Group LTIP,
supports our strategy of being a long-term, sustainable business.

» The Chief Executive of Standard Life Investments also participates in incentive plans which are direcily linked to the
performance of investment and profit performance of Standard Life Investments. These are aligned with the strategy for
Standard Life Investments of delivering superior investment performance, supported by exceptional client service.
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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 five examples below:

* The 2011 annual bonus was based on Group and personal performance. Perfformance was measured using scorecards which
included financial, strategic, customer and external leadership and people 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 Remuneration Cemmittee strikes a balance between
making the targets stretching, but not so high as to promote risk taking. The 2012 annual bonus will also be based on Group
and personal performance measures using a similarly balanced scorecard underpinned by sound risk management.

* In 2010, the Remuneration Committee changed the Group LTIP targets from measuring performance predominantly based on a
return on an embedded value (RoEV) basis to being based on an operating profits performance measure. This change was
made to minimise the risk of the incentive scheme driving behaviours in a different direction to the Group's strategy. The
Remuneration Committee also recognised the importance of sound risk management by applying risk-based underpins to LTIP
awards.

e The bonus plan and LTIP include a claw-back provision. This allows the Remuneration Committee to seek awards to be repaid if
misconduct is subsequently discovered, or if the Group’s financial statements are restated for up to two years from the date of
the bonus award or the date the LTIP vests.

+ Executive Direclors and members of the Executive Team are required to defer up to half of any Group bonus above 25% of
salary (subject to this being a minimum of 10% of salary) into Standard Life plc shares for two years subject to claw-back
provisions

+ The link between reward and risk is also demonstrated by the Chairman of the Risk and Capital Commitiee (Lord Blackwell)
being a member of the Remuneration Commiittee. The Remuneration Committee also sought the view of the Group Chief Risk
Officer and the Risk and Capital Committee that 2011 performance was not due to excessive risk taking within the business and
that the 2012 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 1.5 of the Business review and in the Corporate governance report.
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Our remuneration policy for 2012

Our policy for 2012
With effect from 16 March 2012 base salaries are as follows (the increase from 2011 is shown):
Base salary | * David Nish - £775,000 (0%)
and + Jackie Hunt - £537,500 (7.5%)
benefits + Keith Skeoch - £425,000 (0%)
o
g Benefits include car allowance and private medical cover
w
Executive Directors receive a cash allowance as a percentage of salary:
e David Nish ~ 30%
Pension
+ Jackie Hunt-25%
e Keith Skeoch - 25%
Bonuses are based on a scorecard approach which assesses performance against a range of financial, strategic /
delivery / process, customer and external leadership, people and personal performance measures.
The maximum bonus opportunity that can be eamed in respect of 2012's Group performance is as follows:
» David Nish — 175% of salary
» Jackie Hunt - 150% of salary
Annual » Keith Skeoch - 60% of salary
bonus Half of any Group bonus above 25% of salary is deferred for two years. Both the cash and deferred elements are
subject to claw-back for two years from the date of award.
Keith Skeoch, Chief Executive Officer Standard Life Investments, also participates in two Standard Life Investments’
o discretionary cash bonus plans:
a
% » Personal bonus plan - capped at 105% of salary
> + Company bonus plan - hormal maximurn of 200% of salary
The 2012 Group LTIP awards are based on 2014 Group operating profit {excluding joint ventures) before tax. Awards
are subject to two discretionary underpins to be assessed by the Risk and Capital Committee and the Remuneration
Committee.
Award levels for 2012 are as follows:
LTIP « David Nish — 200% of salary
» Jackie Hunt — 125% of salary
+ Keith Skeoch - 200% of salary
Awards remain subject to claw-back for two years from the date of vesting.
Awards may also be reduced based on individual performance during the performance period.
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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 perfermance
for 2012.

Elements of Chief Executive's 2012 Total Remuneration
Target 43% 24% 33%
Max 26% 35% 39%
m Fixed Pay u 2012 Bonus m 2012 LTIP Award
Notes:

* Fixed Pay includes base salary, car allowance, private medical insurance and pension allowance payable during 2012
s 2012 Bonus is the cash and deferred elements of the 2012 Group annual bonus where the target amount reflects 42,9% of the maximum
» 2012 LTIP award is the 2012 award under the Group LTIP where the target amount reflects 50% of the maximum award

What we did in 2011 and our approach for 2012
Base salary

2011: The Remuneration Committee approved annual increases for David Nish and Jackie Hunt with effect from 16 March 2011 to

reflect their performance during 2010 and the approach taken to salary reviews for other executives across the Group. Keith
Skeoch’s salary was unchanged in 2011.

2012: The Remuneration Committee approved an increase of 7.5% for Jackie Hunt with effect from 16 March 2012 - base salaries
for David Nish and Keith Skeoch remain unchanged.

Annual base salary at Annual base salary at Annual base salary at  Annual base salary from

1 January 2011 16 March 2011 31 December 2011 16 March 2012

David Nish £725,000 £775,000 £775,000 £775,000
Keith Skeoch £425,000 £425,000 £425,000 £425,000
Jackie Hunt £475,000 £500,000 £500,000 £537,500

Benefits

2011 and 2012: 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 accrual 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 1/80" for future service, or

e Maintaining the link between final salary and pensionable service to 31 December 2007 plus a contribution by the Company into
a company sponsored defined contribution arrangement.

Employees starting after 16 November 2004 were able to join our Defined Contribution plan (Group Flexible Retirement Plan
(GFRP) - previously GPPP). Executive Directors may also choose between the GFRP and a cash allowance of 25% of salary. The
cash allowance does not count for bonus and share plan purposes.

2011 and 2012: David Nish, Keith Skeoch and Jackie Hunt elected to receive a cash allowance of 25% of salary. The
Remuneration Committee approved an increase to 30% for David Nish with effect from 16 March 2011 and this was disclosed in
the 2010 Directors’ remuneration report. For 2012 the allowances remain unchanged.
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Annual bonus

2011: In line with the annual bonus plan design adopted in 2010, David Nish and Keith Skeoch were awarded bonuses in 2011
based on 90% Group performance and 10% perscnal performance and Jackie Hunt based on 80% Group performance and 20%
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.

The weightings, performance achieved and payout are shown below:

Group performance (underpinned by sound risk management)

Strategic/delivery/ Customer and Personal
Financial process external leadership  People performance
Elements ; \ , ;
(weighting) (36%)" (27%) (13.5%) (13.5%) (10%)
2
(32%)* (24%)° (12%)° (12%)* (20%)
Measures « Group operating profit, » Delivery of 2011 plan » Customer driven + Embed strategic vision » Personal scorecards
EEV operating profit « Ensure an a N culture across Standard Life : .
ppropriate + Behaviours against
before tax (EtVOP) and balance of the business * Reposition and Group our leadership model
management expenses portfolio strengthen the + Putin place powerhul and personal
» Long-term growth » Drive and implement the Standard Life brand leadership team development
« Balance sheet long-term transformation * Enhance profile with » Attract and retain key
management plan key stakeholders talent
+ Reduce unrewarded risk
Performance  Despite another The quality of strategic work ~ Very strong levels of Very strong prograss made.  Strong individual
challenging year for has improved across the performance achieved Th its of the Group's all  PeErformance by each of
financial markets, year with strong progress against targe!, led by the emirr:::e survey sign:fl}ed the Executive Directors.
Standard Life delivered against the 2011 strategic successful launch of the i against their own
Y - N the overall strength in the eael i
very strong financial deliverables and the Group's refreshed brand belief of: individual objectives.
performance Hlustrated by, continued delivery of the and visual identity « The Group's overall
» Group operating profit Grqup lransfo_rmation plan difection P
significantty ahead of which has delivered .
target up 28% at £544m  Significant improvements in + The wr;\_:l);tls'nea:ldto our
mmunities;
« Strong contribution by how the Group operates. col er
each of the Group's s The _focus on delivering
businesses with quality to our customers
profitability and sales In addition, solid progress
metrics well ahead of has been made in creating a
target high performing organisation
+ Management of the that is flexible and fit for the
balance sheet future
significantly ahead of
stretch targets

Whilst long-term net
inflows were behind
target, revenue
generated from assets
was ahead of target

Based on performance against each of the four Group performance elements, the
Remuneration Committee approved a rating of 4.2 out of 5 for perfformance against the
Group scorecard during 2011,

' Weighting for David Nish and Keith Skeoch.
% Wieighting for Jackie Hunt.

The rating of 4.2 is based on a scale of 1 to 5 with 5 reflecting maximum performance, 3 on target and 1 unsatisfactory
You can find out more about our financial KPls in Section 1.2 of the Business review

Before approving the level of performance in 2011, the Remuneration Committee sought the views of the Group Chief Risk
Cfficer and the Risk and Capital Committee on the level of underlying risk within the business

The following table shows the awards approved by the Remuneration Committee for 2011. This includes:

« The total bonuses eamed for performance in 2011, 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 remuneration committee relating te Keith Skecch's payments under
Standard Life Investments bonus plans. These were approved by the Group Remuneration Committee. Keith's Standard Life
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Investments’ awards reflect Standard Life Investments’ very strong performance in 2011, which continued to build on the
momentum of previous years' investment performance and sales.

Standard Life

Investments’ cash
Group cash bonus Group deferred bonus' bonuses Total Bonuses?
David Nish £616,125 £422.375 - £1,038,500
Keith Skeoch £154,222 £47.972 £1,256,088 £1,458,282
Jackie Hunt £358,875 £233,875 - £592,750

' Half of awards over 25% of salary at 31 December 2011 are deferred into Standard Life ptc shares which vest in March 2014, subject to the amount being deferred
being at least 10% of salary.

? Annual bonus payments are not pensionable.

2012: As in 2011, 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 group headings -
financial, strategy/delivery/process, customer and external leadership and people. Personal performance will be defined by the
individual’s scorecard and behaviours against the Group’s leadership framework. The annual bonus for David Nish and Keith
Skeoch will be weighted 90% Group performance and 10% personal performance. Jackie Hunt's annual bonus will be weighted
80% Group performance and 20% personal performance.

Our continued focus on the activities which support 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 percentage of salary) that can be earned in
respect of 2012'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 Commitiee supporis 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 2012, 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 Group's financial
statements are 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 Investmenis’ 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 performance. 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 Remuneration Committee
provided that it is in line with its principles on total remuneration.

+ Following feedback received from investors in 2011, the Remuneration Committee confirmed that it would only use such
discretion (i} if Keith Skeoch’s bonuses (both company and personal) were at maximum; (ii) following consultation with the
Group’s largest shareholders on the Remuneration Committee’s intention to use such discretion; and (iii) on the basis that the
Remuneration Committee would ensure that any award made 1o Keith Skeoch did not exceed 2.5% of profits delivered above
the stretch targets. In addition, the Remuneration Committee also confirmed that any additional payment made to Keith would
be funded from Standard Life Investments’ bonus pool and would be made as a deferred award subject to claw-back.

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 after taking into account the level of overall
performance and risk, its remuneration committee proposes the level of bonus payments. This is then referred to the Group
Remuneration Committee which reviews these recommendations and determines the bonuses to be paid to the most senior
executives within Standard Life Investments.
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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 Commitiee approved the use of Group
operating profit (excluding joint ventures) before tax as the measure under the 2010 and future LTIP awards. This was to align
executives’ long-term rewards with the Group’s strategy to deliver sustainable operaing 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 active executive
presence in their day-to-day management. Their results can also be more volatife. As a result, the Remuneration Committee feels
it is more appropriate for joint venture performance to be recognised in the Chief Executive and International Chief Executive’s
scorecards which determine the leve! of their annual bonus.

In 2010, following consultation with its key investors and shareholder representative bodies, the Remuneration Committee also
approved:

« The use of an operating profits 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 applied to the whole 2009 award.

» The introduction of two underpins when assessing the Group performance measure. The first requires the Risk and Capital
Commitiee to be satisfied that performance cbtained has been achieved within defined risk parameters. The second requires
the Remuneration Committee to be satisfied that operating profit performance reflects overall Group performance.

2009 award: Due to commercial sensitivity, the amended targets for the 2009 award were not disclosed in the 2010 Directors’
remuneration report. The Remuneration Committee committed to disclosing the targets in the 2011 report and as such, the targets
together with level of vesting of the 2009 award are shown below. Overall, this resulted in 63.5% of the shares vesting from the
2009 award.

One third on RoEV performance for 2009 against the Two thirds on Group operating profits before tax
following range: (excluding joint ventures) in 201 1: -

Level of vesting 2011 Group Level of vesting

achieved before operating profit achieved before
2009 performance applying TSR | plus | 2011 performance before tax (excluding applying TSR
level 2009 RoEV targets multiplier’? level JVs) muttiplier'?
Threshold 9% 64% Threshold £297.5m 80%
Target 10% {Aclual10.6%) Target £350m {Actual. £544m)
Maximym 11% and above Maximum £402.5m and above
' Vesting being on a straight-line basis between these points. ' Vesting between threshold and maximum levels is based on an
? Expressed as a percentage of the award. incremental basis using predetermined milestones,

? Expressed as a percentage of the award.

multiplied by

Relative TSR performance against the following range, with the muttiplier being set on a siraight-line
basis between these points:

Relative TSR performance Relative TSR v FTSE 100 Multiplier  Multiplier achieved'
Threshold 3% or more below FTSE 100 0.85
Target equat to FTSE 100 1.00
Maximum 6% or more above FTSE 100 1.25 0.85

' Standard Life's TSR performance to 31 December 2011 (TSR of 1%) was more than 3% below the FTSE 100’s performance
(TSR of 43.5%). This resulted in a multiplier of 0.85 for the award.
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2010 award: The level to which the awards will vest will be subject to the level of Group operating profits {excluding joint
ventures) before tax in 2012:

Performance 2012 Group operating profit before tax (excluding JVs} Proportion vesting (% of total award)'
Threshold £400m 0%
Maximum £600m 100%

' Vesting between thresholg and maximum levels will be on an incremental basis using predetermined 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 also on 25 June 2010.

2011 award: The Remuneration Committee approved the use of 2013 Group operating profit (excluding joint ventures) before tax
against the following range as the core measure.

Performance 2013 Group operating profit before tax (excluding JVs) Proportion vesting (% of total award)’
Threshold £650m 0%
Maximum £800m 100%

' Vesting between threshold and maximum levels will be on an incremental basis using predetermined milestones. These will be disclosed on a retrospective basis in
the 2013 Directors’ remuneration report.

The maximum annual award possibte was equivalent to 200% of salary. This level of award was made to David Nish and Keith
Skeoch on 31 March 2011. Jackie Hunt received an award equivalent to 125% of salary also on 31 March 2011,

2012 award: The Remuneration Committee approved the use of 2014 Group operating profit (excluding joint ventures) before tax
against the following range as the core measure.

Performance 2014 Group operating profit before tax {excluding JVs) Proportion vesting {% of total award)'
Threshold £675m 0%
Maximum £825m 100%

! Vesting between threshold and maximum levels will be on an incremental basis using predetermined milestones. These will be disclosed on a retrospective basis in
the 2014 Directors’ remuneration report.

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 20611 and 2012 awards are subject to an additional personal performance underpin. This means that if an executive performs
at an unsatisfactory level in any year during the three-year performance period, their original award woutd be reduced by one-third,
unless the Chief Executive, or the Remuneration Committee in the case of the Chief Executive, recommends otherwise,

The 2011 and 2012 awards are also subject to claw-back. This allows the Remuneration Committee to ask for awards to be repaid
for up to two years from the date they vest, where miscenduct by the executive during the performance period is subsequently
discovered, or if the Group's financial statements for 2013 (in the case of the 2011 award) or for 2014 (in the case of the 2012
award) are 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 ten
years.

* The level of vesting, subject to the above hurdle being satisfied, will be based on consolidated cumulative three-year third party
earnings before interest and tax (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-line 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
consultation with key shareholders and shareholder representative bodies. The range width helps to ensure the scheme is
sustainable through the three-year perfermance period, is able to handle wide variations in revenue driven by varying market levels
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Directors’ remuneration report continued

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 Remuneration 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.

2010 SLI LTIP 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 equivalent to 200% of salary (at maximum
vesting). No other executive Directors received an award under the Standard Life Investments LTIP.

2011 SLI LTIP award: The 2011 SLI LTIP award is subject to 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
received an award under this plan equivalent to 200% of salary (at maximum vesting) over Standard Life plc shares. No other
executive Directors received an award under the SLI LTIP.

2012 SLI LTIP award: The 2012 SLI LTIP award is subject to the same performance measures used for the 2010 and 2011 award
with EBIT performance and the investment performance hurdle being measured over the three years to 31 December 2014. 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 Invesiments 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 1o 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 20086 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, ptus
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 reviewed the guidelines at its December 2011 meeting and decided to make no change to the
existing guidelines for 2012.

On 31 December 2011, the executive Directors’ and Chairman’s share ownership against the guidelines were:

Unvested deferred

Actual share Unvested LTIP bonus awards as a

Share ownership Target date for ownershipas a% Guideline awards as a % of % of salaryffee at

guidelines as a % meeting the of salary/fee at already salary/fee at 31 December

of salary/ee guideline 31 December 2011’ met? 31 December 2011° 2011°

Gerry Grimstone 100% 29 May 2011 149% Yes - -
David Nish* 150% 31 December 2014 178 % Yes 493% 77%
Keith Skeoch 100% 10 July 2011 331 % Yes 935% 15%
Jackie Hunt 100% 27 April 2015 21% No 320% 53%

' Reflects closing price on 31 December 2011 of 208.3p.

? Based on the maximum value of unvested LTIP as at 31 December 2011 and including the shares equivalent dividends announced between November 2009 and
November 2011, The future value will depend on the level at which the awards vest and the share price at the time.

® Based on the maximum value of deferred bonus awards from the 2009 and 2010 bonus as at 31 December 2011. These will vest in March 2012 and March 2013
respectively subject to continued employment and claw-back provisions. The actual future value will depend on the level at which the awards vest and the share price
at the time,

* David Nish was also required o achieve share ownership equivalent to 100% of salary by 1 November 2011 based on his date of appointment to the Board as
Finance Director. As at 1 November 2011 he had achieved this target.
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Directors’ interests in shares: The following table shows the actual number of shares held by all the Directors:

Total number of shares Shares acquired/(sold) Total number of shares

Shares acquiredi{sold)
by the Director during
the period 31

owned at by the Director during owned at December 2011 to
1 January 2011 the period 31 December 2014 § March 2012’
Executive Directors
David Nish 423,889 244,540 668,429 132
Keith Skeoch 637,859 43,599 681,458 132
Jackie Hunt 13,284 36,396 49,680 -
Non-executive Directors
Kent Atkinson 4,129 277 4,406 -
Lord Blackwell 6,417 429 6,846 -
Colin Buchan 29,250 871 30,121 -
Crawford Gillies 47,021 3,149 50,170 -
Gerry Grimstone 236,164 16,380 252,544 -
Baroness McDonagh 2,263 152 2,415 -
David Grigson 15,000 - 15,000 -
Sheelagh Whittaker 10,611 710 11,321 -
Pierre Danon - 12,000 12,000 -

Acquired under the Standard Life (Employee) Share Plan in January and February 2012,

Note: John Paynter, appointed as a Non-executive Director with effect from 1 January 2012 held 15,000 shares in Standard Life plc at the date of his appointment.

Other pay and share
matters

Performance graph: This graph
shows the difference between
investing £100 in Standard Life
plc and the FTSE 100 on 1
January 2007 and 31 December
2011. The FTSE 100 has been
chosen as the comparator index
because Standard Life is a
member of this FTSE grouping.

Tetal sharocholder return of Standard Life plo compared to the FTSE 100 Index
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Promoting all-employee share ownership: We believe that share ownership by our employees helps them to understand the
interests of our shareholders. On 31 December 2011, 69% 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
2011, 67% of eligible employees in the UK were making a monthly average contribution of £40. A simitar tax-approved plan is
used in Iretand and has a 49% take-up. Even though the plan cannot be structured on a tax-favaurable basis in Canada,
Germany and Austria, more than 750 employees in these countries are buying shares each month.

* In 2011, shareholders approved the adoption of our new Sharesave Plan which allows UK tax resident employees to save
towards the exercise of options over Standard Life plc shares with the option price set at the beginning of the savings period at
a discount of up to 20% of the market price. The Company is looking to roll out this plan more widely, subject to local tax and
regulatory rules. As at 31 December 2011, 40% of eligible employees in the UK were making a monthly average contribution of

£102.
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Share dilution limits: The LTIPs, the Standard Life (Employee} Share Plan and the Sharesave Plan contain dilution limits that
comply with the guidelines produced by the Assaciation of British Insurers (ABI). On 31 December 2011, the Company’s standing
against these dilution limits was:

* 2.41% against 5% in any 10 years under all execulive share plans (Group LTIP and 2010 and 2011 awards under the Standard
Life Investments LTIP)

s 2.95% against 10% in any 10 years under all share plans {(Group LTIP, Standard Life (Employee) Share Plan, 2010 Standard
Life Investments LTIP and the Sharesave Plan)

As is nommal practice, there are employee trusts that operate in conjunction with the LTIPs and the Standard Life (Employee)
Share Plan. On 31 December 2011, the number of unallocated shares held within these trusts was 24,355 in respect of the
Standard Life (Employee} Share Plan. In addition, the trust held 10,879,286 shares acquired to satisfy the 2010 and 2011 deferred
bonus awards and the 2009 Standard Life Investments LTIP awards. This is comfortably less than the 5% best practice limit
endorsed by the ABL

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
execulive 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 pericds Six months by the Director
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 menths
Rights to bonus and existing LTIP awards are governed by the rules of the respective plans

Remuneration Salary, pension and benefits are mentioned in the contracts and are treated as described above

There is no contractual entittement 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 2006

Jackie Hunt 27 April 20107

' 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 appeintment 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 2011 fees
David Nish Non-executive Director and Chaimman of the Audit Committee of Northern Foods plc {to April
2011) £35,700
Deputy Chairman of Board of Association of British Insurers Nif
Chairman of Insurance Committee of Assaciaticn of British Insurers (from June 2011) Nil
Keith Skeoch Director of Investment Management Association Nil
Member of the Advisory Board of Reform Scotland Nil
Member of the Advisory Council of Institutional Investor Committee Nil
Jackie Hunt Chair of Financial Regu'ation and Taxation Committee of Association of British Insurers
(from June 2011) Nil

Note: In March 2012 Keith Skeoch was appointed to the Board of the Financial Reporting Council.
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Fees and appointment of non-executive Directors: The non-executive Directors, including the Chairman, have letters of
appointment that set out their duties and responsibilities. The key terms are:

Provision Palicy

Period of appointment Three-year term which can be extended by mutual consent and requires re-election annually by shareholders 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 Gerry Grimstone — six months

both the Company and the

! i Kent Atkinson, Lord Blackwell, Colin Buchan, Crawford Gillies, David Grigson, Baroness McDonagh, Sheelagh
non-executive Director)

Whittaker, Pierre Danon and John Paynter — 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
No pension, annual bonus or other incentive payment permitted

Dates of letters of Gerry Grimstone 6 June 2003 as Director and 28 February 2007 as Chairman (continuation 27 May 2010)
appointment Kent Atkinson® 1 February 2005 (continuation 30 March 2009)

Lord Blackwell & June 2003"? (continuation 30 March 2009)

Colin Buchan 27 November 2007 {continuation 25 January 2011)

Crawford Gillies 7 Decernber 2006 {continuation 11 January 2010)

David Grigsen 26 October 2009

Baroness McDonagh 27 February 2007 {continuation 15 February 2010)
Sheelagh Whittaker 23 June 2009

Pierre Danon 20 October 2011

John Paynter 21 December 2011*

! Initially appointed as a Director of The Standard Life Assurance Company and appeintment as a Director of Standard Life plc effective from 30 March 2006
? Retired with effect from 31 December 2011,

* Appointed as Senior Independent Director effective from 18 May 2008,
* Appointed as a non-executive Director with effect from 1 January 2012,

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. Our 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 the Chairman and the non-executive Directors were reviewed
by the Board in January 2012.

2012’ 2011
Chairman's fee’ £350,000 £350,000
Non-executive Director core fee® £70,000 £70,000
Additional fees are:
Senior Independent Director £15,000 £15,000
Chairman of Audit Committee (formerly 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® nfa £25,000
Chaiman of Investment Committee £15,000 nia
Chairman of Standard Life Investments £37,500 nfa

The core fee of £70,000 paid to each non-executive Director (including the Chairman) will total £630,000 for 2012. This is within the maximum £1m permitted under
Article 87 of Standard Life plc's articles of association. Total fees including additional duties are expected to amount to £1,050,000 for 2012.

The Chairman’s fee is inclusive of the non-executive Directors core fee of £70,000 and no additional fees are paid to the Chairman where he chairs, or is a member
of, other committees/hoards,

For non-executive Directors, individual fees are constructed by taking a base fee and adding extra fees for chairing committees and subsidiaries where a greater
responsibility and time commitment is required.

This previously combined responsibility will be separated into two roles in 2012 ~ Chairman of Investment Committee and Chairman of Standard Life Investments -
with separate role holders.

¥
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Related party transactions: 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 2011, the Directors contributed £4,124,711 (2010: £1,297,034)
to products sold by the Group.

Directors’ remuneration for 2011 (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 2011.

Base salary/ Pension Taxable Annual Total Total
fees' allowance benefits® bonus® 2011 2010
£000 £000 £000 £000 £000 £000
Executive Directors
David Nish 765 222 17 1,038 2,042 1,971
Keith Skeoch 425 106 12 1,458 2,001 1,872
Jackie Hunt! 486 124 16 593 1,219 766
Non-executive Directors®
Kent Atkinson 95 - - - 95 95
Lord Blackwell 110 - - - 110 110
Colin Buchan 95 - - - 95 95
Crawford Gillies 95 - - - 95 95
Gerry Grimstone 350 - 12 - 362 362
Baroness McDonagh 70 - - - 70 70
David Grigson 70 - - - 70 70
Sheelagh Whittaker 70 - - - 70 70
Pierre Danon® 14 - - - 14 -
Total 2,645 452 57 3,089 6,243 5,576

Figures reflect salaries/fees earned during 2011.
Figures include car allowance and private health cover. David Nish, Keith Skeoch and Jackie Hunt also received reimbursements for professional fees.
Bonuses reflect the cash and deferred element for 2011 performance.

Jackie Hunt's 2010 figures reflect her earnings from 14 May 2010 when she was appointed as Chief Financial Officer. 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 2010 total 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 chairing committees/subsidiaries:

» Kent Atkinson's includes £25,000 as Chairman of the Audit and Compliance Committee

o Lord Blackwell's includes £25,000 as Chairman of the Risk and Capital Committee and £15,000 as Senior Independent Director
s Colin Buchan's includes £25,000 as Chairman of Standard Life Investments and Chairman of the Investment Commitiee
L)
L

AW oN o

Crawford Gillies's includes £25,000 as Chairman of the Remuneration Committee

Gerry Grimstone received an allowance of £12,000 towards his businass related accommodation costs in Edinburgh in addition to his Chairman’s fee
Pierre Danon was appointed on 20 October 2011,
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2. Directors’ pension information

David Nish and Jackie Hunt are not members of this scheme. Keith Skeoch transferred out his benefits in 2011. The following table
sets cut accrued benefits held in the final salary scheme by Keith Skeoch.

Accrued Additional Transfer value of
entitlement at Additional pension earned  additional pension Transfers out of Accrued
31 December pension earned in excess of in excess of accrued entitlement at
2010 during the year inflation inflation entittement 31 December 2011
£000 £000 £000 £000 £000 £000
Keith Skeoch 43 4 2 - 49 -
Years of
pensionable Transfer value of Transfer value of
Age at service at pension at Increase in transfer pension at
31 December 31 December 31 January 2010 value Transfers out 31 December 2011
2011 201 £000 £000 £000 £000
Keith Skeoch 55 8 738 314 1,052 -

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 salary that is not shown in this
table, but appears in the Directors’ remuneration table above. On 21 December 2011, Keith Skeoch transferred the value of his final salary pension (£1,052,000) out
of the Staff Pension Scheme. This transfer was calculated by the Scheme Actuary and approved by the Trustees of the Siaff Pension Scheme. At 31 December 2011,
no liabilities remained in the scheme for Keith Skeoch. Keith transferred the monies from the transfer of his pension fund into Siandard Life products.

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 o 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 rolled- Share Share Total
Expected Awarded up dividends  Exercised Lapsed price at price on Actual value on
Original first date of Original during to Dec during durin At end of award exercise date of exercise
award exercise award year 2011° year yea year date® date exercise date
David Nish®
21/04/08 21/04/11 255,411 - - - 255,411 - £2.4715 - - -
20/04/09 20/04/12 319,636 - 50,035 - - 369,671 £1.8478 - - -
25/06/10 25/06/13 778,983 - 89,680 - - 848,663 £1.8614 - - -
310311 31/03/14 752573 17,180 - - 769,753 £2.0596 - - -
1,354,030 752,573 136,895 - 255,411 1,988,087
Keith Skeoch
21/04/08 21/04/11 141,614 - - - 141,614 - £2.4715 - - -
20/04/02 20/04/12 340,945 - 53,371 - - 394 316 £1.8478 - - -
16/06/10° 16/06/13 383,057 - 34,264 - - 417,321 £1.8274 - - -
25/08/10 25/06/13 376,061 - 33,828 - - 409,699 £1.8614 - - -
31/03/11° 31/03114 - 412,701 9,421 - - 422,122 £2.0595 - - -
31/03/11 31/03/14 - 412,701 9,421 - - 422,122 £2.0598 - - -
1,241,677 825,402 140,115 - 141,614 2,065,580
Jackie Hunt*?
20/04/09 20/04/12 152,695 - 23,901 - - 176,596 £1.8478 - - -
25/06/10 25/06/13 318,980 - 28,533 - - 347 513 £1.8614 - - -
3103111 31/03/14 - 303,456 6.927 - - 310,383 £2.0556 - - -
471,675 303,456 59 361 - - 834,492

The Remuneration Committee has invoked the power within the LTIP rules in relation to the 2008, 2010 and 2011 awards for the awards to carry a right to receive
rolled-up dividends, but only to the extent that the awards vest. As such, these awards include shares equivalent 1o the level of dividends announced between
November 2009 and November 2011, All awards were made under the Group LTIF uniess otherwise stated.

The lapsed awards reflect the full element of the 2008 award (100%) which lapsed in April 2011,

Based on the average share price for the five dealing days immediately before the awards were granted.

In addition to their interests in the LTIPs David Nish and Jackie Hunt were also granted options under the Standard Life Sharesave Plan. David Nish has been granted
options over 9,669 Standard Life plc shares exercisable in 2016 and Jackie Hunt has been granted options over 5,715 Standard Life plc shares exercisable in 2014,
The exercise price for these Sharesave options is 157.46p.

Keith Skeoch also received an award on 25 June 2010 under the SLI LTIP over Standard Life pic shares based on the average share price for the five dealing days
immediately before the award was granted.

Keith Skeoch also received an award on 31 March 2011 under the SLI LTIP over Standard Life plc 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 {0 replace the loss of L TIP awards and deferred shares at her previous employer.
The first entitled her to receive 22,556 shares in March 2010 and the second to receive 53,5616 shares in March 2011, Both awards were subject 1o 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 vested on 15 March 2011 with a value of £112,862 at the date of exercise (210.5p).
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Note: In addition to the above interests, the executive Directors have interests in shares as a result of the deferred element of the 2009 and 2010 bonus awards. The
initial value deferred is reported in the annuat bonus figures shown in the Directors’ remuneration table for the year in which the bonus is payable. The number of
shares in which each Director has an interest is as follows; David Nish 88,097(2009), 211,325 (2010); Jackie Hunt 45,393 (2008), 89,868 (2010); Keith Skeoch 6,895
(2009), 26,111 (2010). These include shares in lieu of dividends from date of award to Decemnber 2011, The deferred element of the 2009 bonus vests on 31 March
2012 and the deferred element of the 2010 bonus on 31 March 2013,

The closing market price of the shares at 31 December 2011 was 206.3p and the range for the year was 172p 1o 244.7p.

Approved on behalf of the Board of Directors on 13 March 2012:

//

Crawford Gillies, Chairman Remuneration Committee

86 Standard Life




independent auditors’ report to the members of Standard Life pic

We have audited the consoclidated financial statements of Standard Life plc (the Group) for the year ended 31 December 2011
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 European Union.

Respective responsibilities of Directors and auditors

As explained more fully in the Directors’ responsibilities statement set out on page 50, 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 consclidated 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 purpese. 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 disclesures 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 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. [n addition, we read all the financial and non-financial information in the Annual Report
and Accounts to identify material inconsistencies with the audited financial stalements. If we become aware of any apparent
material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the consolidated financial statements:

+ Give a true and fair view of the state of the Group’s affairs as at 31 December 2011 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 financial staterments

* The information given in the Corporate governance statement set out on page 51 with respect to internal control and risk
management systems and about share capital structures is consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following:
Under the Companies Act 2006 we are required to report to you if, in cur opinion:

* Cenrain 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 64, in relation to going concern

* The part of the Corporate governance statement relating to the Company’s compliance with the nine provisions of the UK
Corporate Governance 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 3t December 2011 and
on the information in the Directors’ remuneration report that is described as having been audited.

M/\i/((’/v' AA ‘\if

Lindsay Gardiner (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Edinburgh

13 March 2012

(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 bave occurred
to the financial statements since they were initially presented on the website.

() Legistation in the United Kingdom governing the preparation and disseminatien of financial statemenis may differ from legislation in other
jurisdictions.
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Consolidated income statement
For the year ended 31 December 2011

201 2010’
Notes £m £m
Revenue
Gross earned premium 3,343 3,244
Premium ceded to reinsurers (98) (94)
Net earned premium 3,245 3,150
Net investment return 2 4,911 14,570
Fee and commission income 3 855 752
Other income 75 g7
Total net revenue 9,086 18,569
Expenses
Ciaims and benefits paid . 6,245 5,513
Claim recoveries from reinsurers (620) (619}
Net insurance benefits and claims 5,625 4,894
Change in reinsurance assets and liabilities 33 383 97
Change in insurance and participating liabilities 33 980 2,181
Change in investment contract liabilities 33 {757) 7,740
Change in unallocated divisible surplus 34 (87) (22)
Expenses under arrangements with reinsurers 4 516 569
Administrative expenses
Restructuring and corporate transaction expenses 8 72 72
Other administrative expenses 5 1,591 1,535
Total administrative expenses 1,663 1,607
Change in liability for third party interest in consolidated funds 31 103 443
Finance costs 116 113
Total expenses 8,542 17,622
Share of profit from associates and joint ventures 16 51 24
Profit before tax 595 971
Tax expense attributable to policyholders’ returns 9 217 400
Profil before tax attributable to equity holders’ profits 378 571
Total tax expense 249 498
Less: Tax attributable to policyholders' returns (217} {400}
Tax expense attributable to equity holders’ profits 9 32 98
Profit for the year from continuing operations 346 473
Profit for the year from discontinued operations 10 - 20
Profit for the year 346 493
Attributable to:
Equity holders of Standard Life plc 298 432
Non-contralling interests 31 48 61
346 493
Earnings per share from continuing operations
Basic (pence per share) 1 13.0 18.4
Diluted (pence per share) 11 12.9 18.3

' 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 Notes on pages 95 to 204 are an integral part of these consolidated financial statements.
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Consolidated statement of comprehensive income
For the year ended 31 December 2011

2011 2010
Notes £m em
Profit for the year 346 483
Less: Profit from discontinued operations 10 - (20)
Profit from continuing operations 346 473
Fair value losses on cash flow hedges 30 - (2}
Actuarial (losses)/gains on defined benefit pension schemes 38 (88) 184
Revaluation of land and buildings 18 {5) {14}
Net investment hedge 30 13 (39}
Exchange differences on translating foreign operations 30 (53) 122
Equity movements transferred to unallocated divisible surplus 30 11 {2}
Aggregate equity holder tax effect of items recognised in comprehensive income ] 27 {(60)
Other comprehensive (expense)fincome for the year from continuing operations (95) 189
Total comprehensive income for the year from continuing operations 251 662
Profit from discontinued operations 10 - 20
Other comprehensive income from discontinued operations 10 - 24
Total comprehensive income for the year from discontinued operations - 44
Total comprehensive income for the year 251 706
Attributable to:
Equity holders of Standard Lite plc
From continuing operations 203 601
From discontinued operations - 44
Non-controlling interests
From continuing operations 48 61
251 706

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 2011

2011 2010’
Notes £m £m
Operating profit before tax from continuing operations
UK 220 234
Global investment management 125 103
Canada 187 110
International 40 15
Other (28) {37)
Operaling profit before tax from continuing operations 544 425
Adjusted for the following items:
Short-term fluctuations in investment return and economic assumption changes® 12 (139 157
Restructuring and corporate transaction expenses 8 70 71}
Impairment of intangible assets (5) -
Impairment of investments in associates - (1}
Other operating profit adjustments® - -
Nen-cperating (loss}/profit before tax from continuing operations (214) 85
Profit attributable to non-controlling interests 48 61
Profit before tax attributable to equity holders’ profits 378 571
Tax (expense)fcredit atiributable to:
Operating profit ) 87 (89)
Adjusted items 55 {9)
Total tax expense attributable 1o equity holders’ profits (32) {98)
Profit for the year from continuing operations 346 473
Profit for the year from discontinued operations 10 - 20
Profit for the year 346 493

' The Group's healthcare business, Standard Life Healthcare Limited, was sold on 31 July 2010 and has been classified as a discontinued operation. The analysis of

operating profit presented for the years ended 31 December 2011 and 31 December 2010 include continuing operations only,
As described in Accounting policy (a) — Basis of preparation, the Group has amended its operating profit accounting policy. As a result, £30m has been reallocated
from other operating profit adjustments to short-term fluctuations in investment retumn and economic assumption changes for the year ended 31 December 2010,

2

The Group’s chosen supplementary measure of performance is operating profit. The Directors believe that operating profit provides
a more meaningfu! indication of the long-term operating performance of the Group. To align the measure of the Group's
performance with the long-term nature of its business, operating profit excludes items which create short-term volatility. Operating
profit includes the impact of significant actions taken by management during the year. Refer to accounting policy (jj) for further
details.
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Consolidated statement of financial position

As at 31 December 2011
201t 2010

Notes £m £m
Assets
Intangible assets 14 200 135
Deferred acquisition costs 15 920 881
Investments in associates and joint ventures 16 326 3,087
Investment property 17 8,743 8.410
Property, plant and equipment 18 160 164
Pension and cther post-retirement benefit assets 38 342 281
Deferred tax assets 19 210 201
Reinsurance assets 33 6,818 6,962
Loans 21 3,219 3,136
Derivative financial agsets 22 2,212 1.343
Equity securities and interests in pooled investment funds 20 58,531 60,307
Debt securities’ 20 67,176 61,364
Receivables and other financial assets 23 1,851 1,743
Other assets 24 228 297
Cash and cash equivalents’ 25 9,187 5.805
Total assets 160,123 154,116
Equity
Share capital 26 235 228
Shares held by trusts 27 (19 1)
Share premium reserve 28 1,110 976
Retained earnings 29 1,030 1,004
Other reserves 30 1,605 1,626
Equity attributable to equity holders of Standard Life plc 3,961 3,903
Non-controlling interests 31 358 335
Total equity 4,319 _ 4,238
Liabllities
Non-participating contract liabilities a3 102,558 89,164
Participating contract liabilities 33 32,553 33,474
Reinsurance liabilities 33 245 -
Deposits received from reinsurers 35 6,036 6,021
Third party interest in consolidated funds 31 8,428 5,454
Borrowings 36 170 245
Subordinated liabilities 37 1,186 1.799
Pension and other post-retirement henefit provisions 38 115 71
Deferred income 39 388 382
Deferred tax liabilities 19 145 220
Income tax liabilities 19 149 181
Derivative financial liabilities 22 1,102 924
Other financial liabilities 40 2,603 1,826
OCther liabilities a4 126 117
Total liabilities 155,804 149,878
Total equity and liabilities 160,123 154,116

' There has bean a reallocation between cash and cash equivalents and debt securities of £1,629m at 31 December 2010. Refer to Accounting policy {a} — Basis of

preparation.

Approved on behali of the Board of Directars on 13 March 2012 by the following Directors:

R, R

Gerry Grimstone, Chairman Jackie Hunt, Chief Financial 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 2011

Total equity
attributable to

Shares Share equity holders Non-
Share heldby premium Retained Other of Standard controlling  Total
capital trusts reserve earnings reserves Life plc interests  equity
2011 Notes £m £m £m £m £m £m £m £m
1 January 228 {21) 976 1,094 1,626 3,903 335 4,238
Profit for the year - - - 298 - 298 48 346
Other comprehensive income for the year - - - (61} (34) (95) . (95)
Total comprehensive income for the year - - - 237 (34) 203 48 251
Distributions to equity holders 13 - - - (303) - (303) - (303)
{ssue of share capital other than in cash 7 - 134 - 141 - 141
Reserves credit for employee share-based
payment schemes - - - - 24 24 - 24
Transfer to retained earnings for vested
employee share-based payment schemes - - - 1 (11) - - -
Shares acquired by employee trusts - {7) - - - (7} - (7}
Shares distributed by employee trusts - 9 - () - - - -
Other movements in non-contralling
interests in the year - - - - - - {25) (25}
31 December 235 (19) 1,110 1,030 1,605 3,961 358 4,319
Total equity
attributable 1o
Shares Share equity holders Non-
Share heldby premium Retained Other of Standard controlling Total
capital trusts reserve earnings reserves Life plc interests  equity
2010 £m fm £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 ag 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 - - - 15 (15} - -
Shares acquired by employee 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 movemnents in non-controlling
interests in the year - - - - - (22) (22)
31 December 228 (21} 976 1,094 1,626 3,903 335 4,238

The Notes on pages 95 to 204 are an integral part of these consolidated financial statements.
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Consolidated statement of cash flows
For the year ended 31 December 2011

2011 2010
Notes £m £m
Cash flows from operating activities
Profit before tax from continuing operations 595 971
Profit before tax from discontinued operations 10 - 17
585 988
Change in operating assets™’ 44 {2,056) (17.505)
Change in operating liabilities 44 4,026 12,457
Non-cash and other items 44 122 240
Taxation paid {297) {262)
Net cash flows from operating activities' 2,390 {4.082)
Cash flows from investing activities
Purchase of property, ptant and equipment 18 {15) {18)
Proceeds from sale of property, plant and equipment - 2
Disposal of subsidiaries net of cash disposed® - {1,122)
Acquisition of subsidiaries net of cash acquired {41) (19)
Acquisition of investments in associates and joint ventures (23) {18)
Proceeds from sale of intangible assets 1 1
Purchase of intangible assets (40) (46)
Net cash flows from investing activities (118) {1,218)
Cash flows from financing actlvities
Proceeds from other borrowings 5 33
Repayment of other borrowings (35) (33)
Repayment of subordinated liabilities (591) ’
Capital flows from non-controlling interests and third party interest in consolidated funds 2,177 2,553
Distributions paid to non-controlling interests (65) (56}
Shares acquired by trusts M (35}
Interest paid (125) (117}
Qrdinary dividends paid 13 (162) {1886)
Net cash flows from financing activities 1,197 2,159
Net increase/{decrease) in cash and cash equivalents’ 3,469 (3,141)
Cash and cash equivalents at the beginning of the year 25 5,701 8,840
Effects of exchange rate changes on cash and cash equivalents (45) 2
Cash and cash equivalents at the end of the year' 25 9,125 5701
Supplemental disclesures on cash flows from operating activities
Interest paid 1 1"
Interest received 2,832 2,663
Dividends received 1,575 1,330
Rental income received on investment properties 634 605

' There has been a reallocation between cash and cash equivalents and debt securities of £1,629m at 31 December 2010, which has impacted the statement of cash

flows. Refer to Accounting policy (a) — Basis of preparation.

¥ There has been a realiocation between disposal of subsidiaries net of cash disposed and change in operating assets of £150m at 31 December 2010.

The Notes on pages 95 to 204 are an integral part of these consolidated financial statements.

94  Standard Life




Accounting policies
(a) Basis of preparation

These consolidated 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 IFRS Interpretations Committee and with those paris of the Companies Act 2006 applicable to
companies reporting under IFRS.

The principal accounting policies set out beiow have been consistently applied to all financial reporting periods presented in these
consolidated financial statements.

It should be noted that the Group’s accounting policy for cash and cash equivalents states that cash and cash equivalents include
any highly liquid investments with less than three menths to maturity from the date of acquisition. Any debt instruments with a
maturity date greater than three months from the date of acqguisition are classified as debt securities. Following a review of
short-dated debt instruments during the year, there has been a reallocation from cash and cash equivalents 1o debt securities at
31 December 2010 of £1,629m. There has been no change 10 tolal assets or nef assets.

Additionally, the Group has amended its ocperating profit accounting policy in respect of the treatment of the volatility arising from
changes in insurance and investment contract liabilities driven by corresponding changes in tax provisions. Previously, such
volatility was excluded from operating profit. Under the revised policy, volatility in relation to insurance contract liabilities is
excluded from operating profit, only to the extent that it relates to short-term fluctuations in investment return and economic
assumption changes or arises from items which are one-off in nature and outside the control of management. The purpose of this
amendment is to improve consistency with the underlying principles of the Group’s operating profit methodolegy. The change to
the operating profit policy did not have a significant impact on the operating profit reported for the year ended 31 December 2010.

{a){i) New standards, interpretations and amendments to pubfished 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 2011 and management considers that the implementation of these amendments and interpretations
has had no significant impact on the Group’s financial statements:

s Amendment to IAS 32 Financial Instruments: Presentation — classification of rights issues
* IAS 24 (revised) Related Parly Disclosures

s Annual Improvements 2010

+ IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

* Amendment 1o IFRIC 14 Prepayment of a Minimum Funding Requirement

(a)(ii} 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 2012. The Group has not early adopted the standards,
amendments and interpretations described below:

Amendment to IFRS 1 First time adoption of IFRS (effective for annual periods beginning on or after 1 July 2011)

The amendment to IFRS 1 eliminates the need for entities adopting IFRSs ior the first time to restate derecognition transactions
that occurred before the date of transition to IFRS. Additionally, the revised standard provides guidance on how an entity should
resume presenting financial statements in accordance with IFRSs after a period when the entity was unable to comply with IFRSs
because its functional currency was subject lo severe hyperinflation. The adoption of the amendment 1o IFRS 1 is not expecled to
have an impact on the financial statements of the Group. The amendment has not yet been endorsed by the EU.

Amendment to IFRS 7 Financial Instruments: Disclosures (effective for annual periods beginning on or after 1 July 2011)
The amendment to IFRS 7 requires additionat disclosures for financial instruments which are designed to allow users of financial
statements to improve their understanding of transfer transactions of financial assets. This includes understanding the possible
effects of any risks that may remain with the entity that transferred the assets. The amendments also require additional disclosures
if a disproportionate amount of transter transactions are underlaken around the end of a reporting period. The adoption of the
amendment to IFRS 7 is not expected to have a significant impact on the financial statements of the Group.

Amendment to IAS 12 Income Taxes (effective for annual periods beginning on or after 1 January 2012)

IAS 12 requires an entity to measure the deferred tax relating to an asset depending on whether the entity expects 1o recover the
carrying amount of the asset through use or sale. This amendment to IAS 12 introduces a presumpticn that the recovery of the
carrying amount of an asset measured using the fair value model in IAS 40 Investment Property will, normally, be through sale.
The adoption of the amendment to IAS 12 is not expected to have a significant impact on the financial statemenis of the Group.
The amendment has not yet been endorsed by the EU.
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Accounting policies continued

(a) Basis of preparation continued

{a)(ii) Standards, interpretations and amendments to published standards that are not yet effective and have not
been early adopted by the Group continued

Amendment to IAS 1 Presentation of Financial Instruments {effective for annual periods beginning on or after 1 July 2012)
The amendment to IAS 1 revises the way other comprehensive income (OCH) is presented. The key changes are as follows:

» Requirement to group items presented in OCl according to whether they will subsequently be reclassified to profit and loss
+ Requirement to show separately the tax associated with items presented before tax in QCI for each classification of OCI items

The adoption of the amendment fo 1AS 1 will change the presentation of the consolidated statement of comprehensive income in
the financia! statements of the Group. The amendment has not yet been endorsed by the EU.

IFRS 10 Consolidated Financial Statements (effective for annual periods beginning on or after 1 January 2013)

IFRS 10 introduces a single consolidation model be applied to all entities and replaces previous requirements cn control and
consolidation in 1AS 27 Consolidated and Separate Financial Statements and Standing Interpretations Committee (SIC) 12
Consolidation — Special Purpose Entities. IFRS 10 defines control, determines how to identify if an investor controls an investee
and requires an investor to consolidate entities it controls under the new standard. IFRS 10 identifies three elements which must
be present for an invesior to contrel an investee, which are as follows:

« Power over the investee
* Exposure, or rights, 1o variable returns from its involvement with the investee, and
+ The ability to use that power over the investee to affect the amount of the retumns

IFRS 11 Joint Arrangements (effective for annual periods beginning on or after 1 January 2013}

IFRS 11 defines and establishes accounting principles for joint arrangements and replaces previous requirements in 1AS 31
Interests in Joint Ventures and SIC 13 Jointly Controlled Entities — Non-Monetfary Contributions by Venturers. The standard
distinguishes between two types of joint arrangements — Joint Ventures and Joint Operations — based on how rights and
obligations are shared by the parties to the asrangement. Joint operators should recognise their share of the assets, liabilities,
revenue and expenses of the interest in accordance with applicable IFRSs. Joint venturers should apply the equity method of
accounting prescribed in IAS 28 Investments in Associates and Joint Ventures 2011 to account for their interest.

IFRS 12 Disclosure of Interests in Other Entities (effective for annual periods beginning on or after 1 January 2013)
IFRS 12 is a single disclosure standard which applies to all entities that have an interest in a subsidiary, a joint arrangement, an
associate or an unconsolidated structured entity. IFRS 12 requires entities to disclose information to enable users of the financial
statements to evaluate the nature, risks and financial effects associated with interests in other entities. The required disclosures
are grouped into the following main categories:

Significant judgements and assumptions

Interests in subsidiaries

Interests in joint arrangements and associates

» Interests in unconsolidated structured entities

IAS 27 Separate Financial Statements {2011) (effective for annual periods beginning on or after 1 January 2013)
IAS 27 is revised to remove the requirements for consolidated financia! statements which are superseded by the issue of IFRS 10.

IAS 28 Investments in Associates and Joint Ventures (2011) (effective for annual periods beginning on or after 1 January
2013}

IAS 28 is revised to include joint ventures as well as associates. Joint ventures are required to be equity accounted following the
issue of IFRS 11.

Consolidation standards

IFRS 10, IFRS 11, IFRS 12, IAS 27 (2011) and IAS 28 (2011) must be adopted concurrently. The adoption of IFRS 10, IFRS 11,
IFRS 12, |IAS 27 (2011) and IAS 28 (2011} is expected to have a significant impact on the recognition, measurement and
presentalion of interests in other entities in the consolidated financial statements of the Group. Additional disclosures will also be
presented. The new standards and amendments have nct yet been endorsed by the EU.

IFRS 13 Fair Value Measurement (effective for annual periods beginning on or after 1 January 2013)

IFRS 13 replaces the guidance on fair value measurement in existing IFRSs with a single standard. The standard does not change
requirements regarding which items should be measured at fair value but provides guidance on how to determine fair value and
enhances disclosures about fair value measurement. Entities are required to make varicus quantitative and qualitative disclosures
about fair value measurements and their classification within the hierarchy. The adoption of IFRS 13 is expected to result in
additional disclosures in the financial statements of the Group. The standard has not yet been endorsed by the EU.
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Amendment to IAS 19 Employee Benefits (effective for annual periods beginning on or after 1 January 2013)
IAS 19 amendment revises requirements for pensions and other post retirement benefits, termination benefits and other employee
benefits. The key changes which affect defined benefit plans are as follows:

» Alt actuarial gains and losses should be recognised immediately in other comprehensive income. Companies will no longer be
able to defer gains and losses under the corridor approach.

+ The calculation of the finance cost through profit and loss has been revised

* Enhanced disclosures surrounding the characteristics and risk profile of defined benefit plans are required

Other changes include changes to accounting for termination benefits and clarification of various miscellaneous issues and other
matters submitted to the IFRS Interpretations Committee. The adoption of the amendment to IAS 19 is expected to have an impact
on the measurement and presentation of defined benefit plans and related balances in the Group's financial statements. Additional
disclosures will also be presented. The amendment has not yet been endorsed by the EU.

Amendment to IFRS 7 Financial Instruments: Disclosures (effective for annual periods beginning on or after 1 Januvary
2013)

This amendment to IFRS 7 enhances the disclosure requirements where financia! assets and liabilities are offset on the statement
of finangcial position. The new requirements focus on enhancing quantitative disclosures about recognised financial instruments that
are offset. Additicnally enhanced disclosures are reguired on financial instruments subject to master netting or similar
arrangements regardless of whether they are offset. The impact of the adoption of the amendment 1o IFRS 7 on the financial
statements of the Group is currently being reviewed by management. The amendment has not yet been endorsed by the EU.

Amendment to IAS 32 Financial Instruments: Presentation (effective for annual periods beginning on or after 1 January
2014)

The amendment to IAS 32 clarifies the circumstances in which financial assets and financial liabilities may be offset on the
statement of financial position. The impact of the adoption of the amendment to IAS 32 on the financial statements of the Group is
currently being reviewed by management. The amendment has not yet been endorsed by the EU.

IFRS 9 Financial instruments (effective for annual periods beginning on or after 1 January 2015)

IFRS 9 will replace 1AS 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 al 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 FVTPL are measured at amortised cost. Financial liabilities that are held for
trading are measured at FVTPL.

in December 2011 the IASB issued Mandatory Effective Date of IFRS 9 and Transition Disclosures, which amends IFRS 9 to
require application for annual periods beginning on or after 1 January 2015, rather than 1 January 2013.

The adoption of IFRS 9 is expected to have a significant impact on the measurement and presentation of financial instruments and
related batances in the financial statementis of the Group. The standard has not yet been endorsed by the EU.

{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 ¢ontinually 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:
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Accounting policies continued

(a)  Basis of preparation continued ‘
(a)(iii) Critical accounting estimates and judgement in applying accounting policies continued
Related accounting policies

Financial statement area Critical accounting judgements, estimates or agsumptions and notes

Classification of insurance, reinsurance  Assessment of the significance of insurance risk transterred ()

and investment contracts

Participating contracts, Determination of the valuation interest rates {u), (v}, (w)}, {x) and Notes 32
non-participating insurance contracts Determination of longevity and mortality assumptions and 33

and reinsurance contracts Determination of persistency assumptions

Determination of expense assumplions

Deferred acquisition costs on insurance  Determination of the acquisition costs to be deferred on insurance {k) and Note 15
and investment contracts contracts

Determination of the amortisation pattern to be applied to deferred

acquisition costs

Financial instruments at fair value Determination of the fair value of level 3 securities {q)(i) and Note 43

through profit or loss

Investment properties and property Determination of the fair value of investment properties and property {l}, {m} and Notes 17 and 18
oceupied by the Group occupied by the Group

Defined benefit pension schemes Determination of assumptions for mortality, discount rate, inflation and (aa) and Note 38

the rate of increase in salaries and pensions
Assessment of the recoverability of any surplus

Assets whose carrying value is subject Determination of the recoverable amount (0.0, (K}, (0).{p) and Notes 14,
to impairment testing 15, 18, 21 and 42

(b} Basis of consolidation

The Group financial statements consolidate the financial statements of the Company and its subsidiary undertakings. Associate
and joint venture undertakings are accounted for either using the equity method from the date that significant influence or joint
control, respectively, commences until the date this ceases, or at fair value through profit or loss.

{b){i} Subsidiaries

Subsidiaries are all entities, including special purpose entities, over which the Group 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 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 methed 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 acqguisition 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 cther than the Group in all other
types of entities are recorded as non-controlling interests in equity.

{b)(ii) 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 voling rights. Joint ventures are entities whereby the Group and other parties undertake an economic
activity, which is subject to joint control arising from contractual 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 or joint venture backs policyholder liabilities, including the unallocated divisible surplus, the scope
exemption under |AS 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 ventures 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.
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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 asscciate and joint veniures. The
Group's share of post-acquisition results of its associates and joini ventures is recognised in the income statement. The Group's
share of any post-acquisition movements in reserves, where the associate 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 associale, including any other unsecured
receivables, the Group's carrying amount is reduced to nil and recognition of further losses is discontinued except 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 associales and joint ventures are eliminated 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 to ensure consistency with the policies adopted by the Group.

(c) Group reconstructions

The Group uses merger accounting principles to account for group recenstructions which are not business combinations within the
scope of IFRS 3 Business Combinations (revised). Under the principles of merger accounting, assets and liabifities transferred to a
new enlity are recorded in the new enlity 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 presentation 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 ditferences which are
attributable 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
fransaction. 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 relevant line 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 within net investment return in the income statement. Translation differences on financial assets
and liabilities held at amontised cost are included in the relevant line in the income statement.

(e} Segment reporting

The Group's reportable 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, reinsurance and investment contracts

The measurement basis of assets and liabilities arising from life and pensions business contracts is dependent upon 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 investment contract to
secure future benefits which contain significant insurance risk, the related investment contract liability is derecognised and an
insurance coniract liability is recognised. The withdrawal proceeds which are used to secure the insurance contract are recognised
as premium income in accordance with acecounting policy (g)(ii}. Life and pensions business contracts that are not considered to be
insurance contracts are classified as investment contracts.

The Group has written insurance and investment contracts which contain discretionary participaling features {e.g. with profits
business). These contracts provide a contractual right to receive additional benefits as a supplement io guaranieed benefits. These
additionat 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 contracts 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 parlicipating investment element, so 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.
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Accounting policies continued

(f) Classification of insurance, reinsurance and investment contracts continued

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 financial instruments. The remaining elements, or where no such separate elements are identified, the
entire contracts, are classified as a reinsurance contracts.

(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 contracts with reinsurers that do not qualify as reinsurance 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 on life and pensions business insurance confracts 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 efiective. 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 risk.
(g){iii} Net investment return

Gains and losses resuiting from changes in both market value and foreign exchange on investments classified 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 oceur.

Changes in the fair value of derivative financial instruments that are not hedging instruments are recognised immediately in the
income 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 statement 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.
However, when it is probable that the Group will be required to render further services during the life of the policy, the commission
is deferred as a liability and is recognised as the services are provided.

{h) Expense recognition

{h){i)} Deposit accounting for non-participating investment contracts

Withdrawals paid out to policyholders on non-paniicipating 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 contracts with reinsurers that do not qualify as reinsurance contracts under policy (f) above.
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{(h}{ii} Claims and benefits paid

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 liability. Death claims and all other claims are
accounted for when notified. 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 setilement. Reinsurance recoveries are accounted for in the same period as the related
claim.

{h}{iii} Change in insurance and participating investment contract liabilities

The change in insurance and participating investment ceniract liabilities comprising the full movement in the corresponding
liabilities during the period is recognised in the income statement.

{h)}{iv) Change in investment contract liabilities

Investment return and related benefits credited in respect of non-participating investment contracts are recognised in the income
statement as changes in investment 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 1o equity, the change in
UDS arising from these movements is not recognised in the income statement as it is also recognised in equity.

{h){vi) Expenses under arrangements with reinsurers

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 {oss 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.

{(}) Goodwill and intangible assets
(iMi) Goodwill

In a business combination, goodwill 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 and contingent 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 or investments that are expected to benefit from the business combination. The carrying
amount ol goodwill for each cash generating unit is reviewed when changes in circumstances or events indicate that there may be
uncertainly over its carrying value, and at least annually.

Goodwill is carried at cost less any accumulated impairment losses and is included in intangible assets.

(JMii) 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 benefits attributable 1o 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.

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 useful life of between six and 10 years of the intangible
assel. 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.
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Accounting policies continued

(k) Deferred acquisition costs
{k}i} UK, Ireland and Germany - insurance and participating investment contracts

Acquisiticn costs incurred in issuing participaling insurance or participating investment contracts are not deferred where such costs
are borne by a with profits fund that is subject to the Financial Services Authorily’s (FSA} realistic capital regime. For other
participating investment contracts incremental costs and other costs directly atiributable to the issue of the contracts are deferred.
For other insurance contracts, acquisition costs, which include both incremental acquisition costs and other indirect costs of
acquiring and processing new business, are deferred.

Deferred acquisition costs are amorlised in preportion o projected marging over the pericd the relevant contracts are expected to
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)(iii} 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 in proportion to projected margins over the life of the contracts. After initial recognition
deferred acquisition costs are reviewed by category of business and are written off to the extent that they are no longer considered
to be recoverable.

Trail or renewal commission on non-participating investment contracts where the Group does not have an unconditional legal right
to avoid payment, is deferred at inception of the contract and an offsetting liability for contingent commissicon is established.

(1) Investment property

Propenrty 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 property are classified as investment property.

Investment property is initially recognised at cost inctuding any directly atiributable transaction costs. Subsequently investment
property 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 aclive 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 accupied 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 property 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 alsc 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. Cost includes the original purchase price of
the asset and the costs attributable to bringing the asset into working condition for its intended use. 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 valvation 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. Property 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 SLAC, 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 participating policybolders, 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 fo 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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Owner occupied properties are depreciated on a straight-line basis over their estimated usefu! lives, generaily 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 life.

Equipment is stated at historical cost less depreciation. Depreciation on equipment is charged to the income statement on a
straight-line basis over their estimated useful lives of between two and 15 years. The residual values and useful lives of the assels
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, afier adjustments in respect of prior years. Amounts are
charged or credited 1o the income statement or equity as appropriate.

Deferred tax is provided using the statement of financial position liability methed, 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 will be available against which the temporary differences can
be utilised. The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying
amount of assets and liabilities.

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 ditference cannot
be controlled. Deferred tax is provided on unremitted earmings of subsidiaries to the extent that the temporary difference created is
expected to reverse 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 reporling date.

The Group’s long-term businesses in the UK and Ireland 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 consclidated 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 and reinsurance liabilities
Reinsurance assets and reinsurance liabilities arise under contracts that are classified as reinsurance contracts (refer 10 policy (f)).

Reinsurance contracts are measured using valuation techniques and assumptions that are consistent with the valuation techniques
and assumptions used in measuring the underlying pelicy benefits and taking into account the terms of the reinsurance contract,

Reinsurance recoveries due from reinsurers and reinsurance premiums due to reinsurers under reinsurance contracts that are
contractually due at the reporting date are separately recognised in Receivables and other financial assets and Cther financial
liabilities respectively.

Reinsurance assets and reinsurance 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.

If 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.

(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 1erm or that it has designated as fair value through profit or loss (FVTPL). Financial
assets classified as loans include loans secured by morigages and loans secured on policies.

Loans are initially measured at fair value plus direcily attributable transaction costs. Subsequently, they are measured at amertised
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.

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 eriginal
effeclive 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 crediled to the income
statement.
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{p)} Loans continued

If there is no evidence of impairment on an individual basis, a collective impairment review is underiaken whereby the assets are
grouped together, on the basis of similar credit risk characteristics, in order 1o 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 nct 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
1o be past due but are ireated 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 its equity securities and debt securities as at fair value through the profit or loss. All derivatives are held at fair value
and where derivatives are not designated as pan 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 tair 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
cerlain derivatives as part of fair value and cash flow hedge relationships under IAS 39 Financial Instruments: Recognition and
Measurement. The impact of hedge accounting on the measurement of financial assets and liabilities is detailed in policy (q)(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 attributable transaction costs are not included in the initial
measurement value but are recognised in the income statement.

Fair values are based upon the current quoted bid price where an active market exists. Where a guoted 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 any 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 technigue. When unobservable
market dala has an impact on the valuation of derivatives, the entire initial change in fair value indicated by the valuation technigue
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){il) Hedge accounting

A hedge relationship will qualify for hedge accounting by the Group if, and only if, the following conditions are met:

* Formal hedging documentiation at inception of the hedge is completed, detailing the hedging instrument, hedged item, risk
management objective, strategy, efiecliveness tesling 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
aliributable tc the hedged risk

+ The effectiveness of the hedge can be reliably measured and the hedge is assessed for effectiveness regularly during the
reporting period for which the hedge was designated to demonstrate that it is has been highly effective

The Group discontinues hedge accounting in the following circumstances:

* |tis evident from effectiveness tests 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 exposure 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 liabilities 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.
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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
elfective interest method is used, the adjustment is amortised over the remaining period to maturity and recognised in the income
statement.

Cash fliow hedge relationships

A cash flow hedge is a hedge of the exposure to variability in cash flows that is attributable to a particular risk associated with a
recognised asset or liability or a highly probable forecast transaction and could affect the profit or loss. A cash flow hedge is
therefore used to hedge exposure to variability in cash flows such as those on variable rate assets and liabilities. 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.

Ii 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 forecast 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 porlion 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.

I 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)(iil) Embedded derivatives

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

(r) Financial guarantee contracts

The Group recognises and measures financial guarantee contracts in accordance with IAS 39 Financial Instruments: Recognition
and Measurement. The Group initially recognises and measures a financial guarantee contract at its fair value. At each subsequent
reporting date, the Group measures the financial guaraniee contract al 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 Assets.

(s} Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and any highly liquig investments with less than
three menths to maturity from the date of acquisition. Cash and cash equivalents are categerised 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.

(t) Equity
{t}(i} Share capital and shares held by trusts

An equity instrument is any contract that evidences a resicdual interest in the assets of an entity afler deducting all of its liabilities.
Shares are classified as equity instruments when there is no contractual obligation to deliver cash or other assets 1o 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 reserve. Incremental costs directly attributable to the issue of new equity
instruments are shown in the share premium reserve 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.

If the Company or its subsidiaries purchase any equity instruments of the Company, the consideration paid is treated as a
deduction from total equity. Any corresponding obligation 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 profil in equity. If the proceeds exceed the purchase price, the excess
over the purchase price is transferred to the share premium account.
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(t) Equity continued
{t}{ii) Merger reserve

Ii 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’.

(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 financial statements more relevant to the economic 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 regulatery 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 inte the following compenents:

« Participaling insurance contract liabilities
« Participating investment contract liabilities
¢ Unallocated divisible surplus

* Present value of future profits on non-participating contracts, which is treated as a deduction from the gross participating
contract liabilities

The policy for measuring each component is noted below.

(v)(i) Participating insurance and Investment contract llabilities

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 participating
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 amounis due to equity holders included in FPRL, less

» The portion of future profits on non-participating contracts inciuded in FPRL not due to equity helders, where this portion can be
separately identified (see policy (v)(iii)}

The WPBR is primarily based on the retrospective calcutation of accumulated assets shares. The FPRL 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 Demutuaiisation (the Scheme} the residual estate of the HWPF exists to 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 payable 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.

The Scheme provides that cerlain 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 on 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-pariicipating contracts not reflected in the measure on non-parlicipating 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 policyhelders.
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Applying the policy noted above:

The value of participating insurance and participating invesiment 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 cash 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 1o the value of the assets set aside
in a separate fund for this business, unless this is insufficient to cover guaranteed benefits, in which case a higher liability is
recognised. Prior to 1 January 2011, Canadian Generally Accepted Accounting Principles (GAAP) measured assets at fair value
through profit or loss (FVPTL) with the exception of investment property which was measured at amortised cost, and therefore an
adjustment was made to the Canadian GAAP liability to reflect the measurement change in investment property. From 1 January
2011, all Canadian GAAP assels are measured at FVTPL and therefore no additional adjustment is necessary.

(viii) 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 1o be allocated te shareholders due to uncertainty regarding transters
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 into loans, the repayment of which is contingent on the emergence of recourse
cash flows (contingent loan agreement). The Scheme requires that an amount equal 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 loan 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 obligaticn 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 1o 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 efiect 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 it posilive 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

For 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 fiabilities and UDS
respectively. Otherwise it is recognised as a separate amount reflected in liabilities comprising panicipating contract liabilities and
the UDS.

{(w) Non-participating contract liabilities

{w){i} Non-participating insurance contracts (life and pension 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. Cash flows are
discounted at the valuation rate of inlerest 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
estimate 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 1o 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 labilities equal to the value of a set of supporting assets just sufficient with reinvestment and disinvestmenis to meet all
policy liabilities when due. Prior to 1 January 2011, Canadian Generally Accepted Accounting Principles (GAAP) measured assets
at fair value through profit or loss (FVPTL) with the exception of investment property which was measured at amortised cost, and
therefore an adjustment was made to the Canadian GAAP liability to reflect the measurement change in investment property, From
1 January 2011, all Canadian GAAP assets are measured at FVTPL and therefore no additional adjustment is necessary.
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Actounting policies continued

(w) Non-participating contract liabilities continued
{w}{ii) Non-participating insurance contracts {heaithcare and general insurance business}

All healthcare and generat insurance business insurance contracts are short-term contracts, generally of a duration no longer than
a year. Claims outstanding comprise provisions representing the estimated ultimate cost of settling, including claims notified but
not settled by the reporting date and claims incurred as a result of events up 1o the reporling date not reported as at that date.

A provision is made at the reporting date for the total expected cost of setilement 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
proportion of premiums received on in-force contracts that relate to unexpired risks at the reporting date and are recognised as a
tiability.

{w{iii) Non-participating investment contracts (life and pensions business}

Unit linked non-participating investment contract liabilities are designated as FVTPL as they are implicilly 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 to the value of the (lunded) units allocated to the contracts. The unit value is based on the bid value of the fund assets at

the reporting date before expenses of selling or buying the underlying assets.

Liabilities for nen-linked investment contracts are measured at amortised cost. Amorised cost is calculated as the fair value of
contributions received al the date of initial recognition, less the effect 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 adequacy test

The Group applies a liability adequacy test at each reporting date to ensure that the insurance and participating contract liabilities
(less relaled 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.

If 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. Subseguent 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

Subordinated liabilities are initially recognised at the value of proceeds received net of issue expenses. The total finance costs are
charged to the income statement over the relevan! term of the instrument using the effective interest rate. The carrying amount of
the debt is increased by the finance cost in respect ol the reporting pericd and reduced by payments made in respect of the debt in
the period.

(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 employees and by the relevant Group companies,
determined by periodic actuarial calculations.

For defined benefit plans, the liability recognised in the statement of financia! position is the present value of the defined benefit
obligation less the fair value of plan assets, together with adjustments for past service costs. i the fair value of plan assets
exceeds the defined benefit obligation a pensien surplus is only recognised to the extent that it is considered recoverable through
available reductions in future coniributions as the Group does not consider that there is an unconditional right to a refund. Plan
assets exclude any insurance contracts or non-transterable financial instruments issued by the Group. The defined benefit
cbligation is calculated annually by independent actuaries using the projected unit credit method whereby estimated future cash
outflows are discounted using interest rates of high quality corperate bonds denominated in the currency in which the benefits will
be 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 plans, 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.
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(cc) Provisions, contingent liabilities and contingent assets

Provisions for restructuring costs and legal claims are recognised 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 !ikelihood that an outilow 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 or if the obligation is
probable but the amount cannot be reliably estimated.

Contingent assets are disclosed if the inflow of economic benefits is probable, but not virtually certain.

(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
holders. Interim dividends on these shares are recognised in equity in the period in which they are paid.

(ff) Leases

Leases, where a significant portion of the risks and rewards of ownership are retained by the lessor, 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 operating 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 1o the carrying amount 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.

{(gg) Employee share-based payments

The Group operates share incentive plans for all employees, share-based long-term incentive plans and restricted stock 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 ocut in Note 47. For share-based payment employee transactions, services received are
measured at fair value.

Fair value of options granied under share incentive schemes is determined using a relevani valuation technique, such as the Black
Scholes option pricing model.

For cash-settled share-based payment transactions, services received are measured at the fair value of the liability. The fair value
of the liability is remeasured at each reporting date and any changes in fair value are recognised in the income statement.

For equity-settied share-based payment transactions, the fair value of services received 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 conditicns 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 and naon-vesting
conditions, such as the requirement of employees to save in a Save-as-you-earn scheme, are included in the calculation of the fair
value of the instruments at the date of grant. Vesting conditions which are not market conditions are included in assumptions about
the number of instruments that are expected to vest.

If the equity instruments granted vest immediately, the employees beceme unconditionally entitled to those 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 correspending credit to the equity compensation reserve in equity.

Cancellations of awards granted arise where non-vesting conditions attached to the award are not met during the vesting period.
Cancellations are accounted for as an acceleration of vesting and the remaining unrecognised expense in respect of the fair value
of the award is recognised immediately.

At each period end the Group reassesses the number of equity instruments expected to vest and recognises any difference
between the revised and original estimate in the income statement with a corresponding adjustment to the equity compensation
reserve.

At the time the equity instruments vest, the amount recognised in the equity compensation reserve in respect of those equity
instruments is transferred to retained eamings.
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Accounting pelicies continued

{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 delay 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 risks and rewards of the asset, but has
transferred contro! of the asset

A financial liability is derecognised when the obligation under the liability is discharged, cancelted 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 seftle the liability simultaneously.

(ii) Securities lending agreements

The Group undertakes securities lending agreements under which securities are loaned to third parties. Where they do not meet
the criteria tor derecognition under 1AS 39 Financial Instruments. Recognition and Measurerment, 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 criteria for recognition of a financial liability are met. Cash collateral is
reinvested and the resulting financial asset and corresponding obligation to return such collateral is recognised on the consolidated
statement of financial position.

{ij} Operating profit

The Group’s chosen supplementary measure of performance is operating profit. Operating profit 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 irom the difference between the expected return and actual return on investments, and the corresponding
impact on equity holder labilities except where they are directly related to a significant management action, 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
s Amortisation of intangibles acquired in business combinations

+ [ltems which are one-off in nature and cutside 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 earings 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 employegs.

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 ordinary 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.

Allernative earnings 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) B8asis 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. 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 was classified as a discontinued operation in this reportable segment in the
year ended 31 December 2010, refer to Note 10.

Global investment management

Investment management services are provided by global invesiment 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 investment vehicles.

Canada

Canadian operations provide long-term savings, invesiment and insurance solutions to individuals, and group benefit and
retirement plan members.

International

The businesses included in this reperiable segment offer a range of life and pension products and comprise wholly owned
operations in Ireland, Germany, Austria and Hong Kong and investments in joint ventures in India and China.

Other

This reportable segment primarily includes the group corporate centre and related activities.

(b} Reportable segments - income statement, operating profit and asset information

Income statement and asset information is presented by reportable segment in the tables that follow. As described beneath the
pro forma reconciliation of consolidated operating profit to profit for the year, operating profit is considered to present an indication
of the long-term 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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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  management Canada International’ Cther  Elimination® Total
2011 £tm £m Em £m £m £m Em
Revenue
Net earned premium 1,178 2 1,129 936 - - 3,245
Net investment return 3,266 - 1,364 298 - (17} 4911
Other segment income 494 252 141 51 28 (36} 930
Inter-segment revenue 22 114 2 - 559 (697) -
Total net revenue 4,960 368 2,636 1,285 587 {750) 9,086
Expenses
Segment expenses 4,480 262 2,522 1,257 640 {735} 8,426
Finance costs 116 i5 - - {15} 116
Total expensas 4,596 262 2,537 1,257 540 {750) 8,542
Share of profit from associates and joint ventures 20 15 14 2 - - 51
Profit{loss) before tax 384 121 113 30 (53) - 505
Tax attributable to policyholders’ returns 21 B - 6 - - 217
Tax aftributable to equity holders’ profits (10} 29 12 5 (4) - 32
Profit/{loss) for the year 183 92 101 19 (49) - 346
Profi} attributable to nen-controlling interests {48) - - - - - {48)
Protit/{loss) attributable to equity holders of
Standard Life pic 135 92 101 19 {49) - 298
Reconciliation to consolidated operating profit
TFax attributable to equity holders’ profits (10} 29 12 5 {4} - 32
Non-operating loss betore tax 95 4 74 18 25 - 214
Operating profit/{loss) before tax 220 125 187 40 {28) - 544
Other income included in the income statement is
as follows:
Interest income 98 1 174 22 1 . 296
Other expenses included in the income statement incltude:
Impairment losses (reversed)/recognised (3) - {2) - 5 - -
Amortisation of intangible assels 11 - 1 2 4 . 18
Amontisation of deferred acquisition costs 79 1 9 43 . - 132
Depreciation of property, plant and eguipment - 1 2 1 11 . 15
Interest expense’ 169 - 21 1 117 {131) 177
Assets
Segment assets 120,996 a7 25,393 12,697 1,129 {835y 159,797
Investments in asscciates and joint ventures A7 48 127 N 13 - 326
Total assets 121,043 465 25,520 12,788 1,142 (835) 160,123
Additions during the year
Intangible assets 51 3 1 3 30 - 88
Deferred acquisition costs 66 - 17 95 - . 178
Property, plant and equipment 1 2 1 - 11 - 15
Investment properties 259 - 199 2 - - 460

377 5 218 100 41 - 741

{2010: £1,055m), £119m (2010: £548m}, £173m (2010: £198m) and £68m (2010: £91m) respectively.

Eliminations relate to inter-segment revenue and expenses.
Reter to Note 5 — Other administrative expenses.
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Global

investment
UK' management Canada International Other  Elimination® Tota)

2010 £m £m £m £m £m £m £m
Revenue
Net earned premium i.319 3 919 909 - - 3,150
Net investment retun 11,553 - 2,077 937 9 (6} 14,570
Other segment income 464 209 136 46 23 (29} 849
Inter-segment revenue 11 111 3 - 544 {669) -
Total net revenue 13,347 323 3,135 1,892 576 (704)  1B,569
Expenses
Segment expenses 12,541 228 2,948 1.841 640 (688} 17,509
Finance cosls 114 14 - - (15} 13
Total expenses 12,655 228 2,962 1,841 640 (704) 17,622
Share of profit{toss) from associates and joint ventures 21 11 15 (23) - - 24
Profit/(loss) before tax 713 106 188 28 (64) - 571
Tax attributable to policyholders’ returns 385 - - 16 (1} - 400
Tax attributable to equity holders’ profits 27 27 43 8 ()] - 98
Profit/{loss) for the year from continuing eperations 301 79 145 4 {56} - 473
Profit for the year from discontinued operations’ 20 - - - 20
Profiti{loss) for the year 3 79 145 4 {56} - 493
Profit attributable to non-controlling interests from
continuing operations {61) - - (61)
Profit/{loss) attributable to equity holders of Standard Life plc 260 79 145 4 (56) - 432
Reconciliation 1o consolidated aperating profit'
Tax attributable 10 equity holders' profits from continuing operations 27 27 43 8 in - a8
Non-pperating (profit)/loss before tax from continuing operations (33) (3) (78) 3 28 - (85)
Less: Profit for the year from discontinued operations (20} - - - - {20)
Operating profit/(loss) before tax from continuing operations 234 103 110 15 (37) - 425
Other income included in the income statement is as follows:
Interest income® 73 1 164 2 1 - 260
Other expenses included in the income statement include:
Impairment losses {reversedyrecognised” (9) - B 4 - (5)
Amortisation of intangible assets:

From continuing operations 14 - 1 2 3 - 20

From discontinued operations 2 - - . - - 2
Amortisation of deferred acquisition costs;

From continuing operations 82 - 25 52 - - 159

From discontinued operations 37 - - - - - 37
Depreciation of property, plant and equipment® - 1 2 1 8 - 12
Interest expense™* 163 - 21 1 113 {128} 170
Assets
Segment assets 114,931 419 24,246 11,290 913 (770) 151,029
Investments in associates and joint ventures 2,697 42 123 211 14 - 3,087
Total agsets 117,628 46t 24,359 11,501 927 (770) 154,116
Additions during the year
intangible assets 39 - 2 4 32 - T
Deferred acquisition costs 110 1 17 90 - - 218
Property, plant and equipment . 1 1 16 - 18
{nvestment properties 758 - 73 - - - 831

907 1 53 95 48 - 1,144

year ended 31 December 2010. The reconciliation to consolidated operating profit for the year ended 31 December 2010 includes continuing operations only.

Eliminations relate to inter-segment revenue and expenses.
All from continuing operations.
Refer to Note 5 — Other administrative expenses.
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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
Inter-segment transactions are entered into under normal commercial terms and conditions that would be available to unrelated

third parties. 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 to 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

2011 2010
£m £m
UK 7,647 7,437
Continenta! Europe 43 48
Canada 1,413 1,223
Total 9,103 8,708
Non-current non-financial assets for this purpose consist of invesiment property, property, plant and equipment and intangible
assets (excluding intangible assets arising from insurance or participating investment contracts).
2. Net investment return
2011 2010
Notes £m £m
Interest and similar income
Cash and cash equivalents 121 86
Loans 174 173
Other 1 1
296 260
Dividend income 1,602 1.330
Gains/(losses) on financial instruments
Equity securities (5,804) 6,680
Debt securities 6,551 4,738
Derivative financial instruments 1,399 391
2,146 11,809
Impairment losses reversed on loans 2 -
Foreign exchange losses on instruments other than as at fair value through profit or loss (22) (23)
Net income from investment properties
Rental income 17 634 611
Net fair value gains on invesimenlt properties 17 233 556
887 1,167
Total net investment return 4,911 14,543
Less: Net investment return from discontinued operations 10 - 27
Net investment return 4,911 14,570
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3. Fee and commission income

2011 2010

£m £m

Fee income on investment contracis at fair value 642 584

Fee income from third party funds under management 182 162

Reinsurance commission income 2 2

QOther fee and commission income 29 4

Fee and commission income' 855 752

' All from conlinuing operations

4. Expenses under arrangements with reinsurers

2011 2010

£m £m

interest payable on deposits from reinsurers 42 40

Premium Adjustments 474 529

Expenses under arrangements with reinsurers 516 569

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 receip! of Premium Adjustments, a term defined in the treaty, 10
ensure that the investment risk on the ring fenced poo! of assets falls on the reinsurer. They are calculated periodically under the
treaty as the difference between the value 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.

5. Other administrative expenses

2011 2010

Notes £m £m

Interest expense 19 17
Commission expenses 393 a7
Staif costs and other employee-related costs 6 569 586
Operating lease rentals 3 15
Auditors’ remuneration 7 6 7
Other administrative expenses 584 571
Depreciation of property, plant and equipment 18 15 12
Impairment losses on property, plant and equipment 18 1 -
Reversal of impairment on property, plant and equipment 18 {4) {9)
Amortisation of intangible assets 14 18 22
Impairment losses on intangible assets 14 5 -
jmpairment on investments in asscciates 16 - 4
1,637 1,595

Acqguisition costs deferred during the year 15 {178) (218)
Amortisation of deferred acquisition costs 15 132 196
Total other administrative expenses 1,591 1,573
lLess: Other administrative expenses from discontinued operations 10 - (38)
Other administrative expenses 1,591 1,535

In addition to interest expense of £19m (2010: £17m), interest expense of £116m (2010: £113m) was incurred in respect of
subordinated liabilities and £42m (2010: £40m) in respect of deposits from reinsurers. For the year ended 31 December 2011, total

interest expense is £177m (2010: £170m).
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Notes to the Group financial statements continued

6. Staff costs and other employee-related costs

2011 - 2010
Noles £m £m
The aggregate remuneration payable in respect of employees:
Wages and salaries 522 518
Social security costs 53 50
Qther pension costs 38
Defined benefit scheme (46) {13)
Defined contribution scheme 13 12
Employee share-based payments 47 27 19
Total staff costs and other employee-related costs 569 586
Included within total staff costs is £nil (2010: £9m) arising from discontinued operations.
2011 2010
The average number of staff employed by the Group during the year:
UK 4,029 3,364
Global investment management 989 822
Canada 1,982 2023
Internationat 778 783
Group corporate centre 443 778
Group information and technology 568 1,484
Total average number of staff employed 8,789 9,254

As part of the Group transformation, employees have been transferred from Group information and technology to UK and Global
investment management.

There are no staff employed as part of discontinued operations for the year ended 31 December 2011 (2010: 280).

Information in respect of Directors’ remuneration is provided in the Directors’ remuneration report on pages 69 1o 86.

7. Auditors’ remuneration

2011 2010
£m £m
Fees payable to the Company’s auditar for the audit of the Company's individual and consolidated financial statements 0.5 04
Fees payable to the Company's auditor for other services:
The audit of the Company’s consolidated subsidiaries pursuant to legislation 3.2 38
The audit of the Company’s non-consolidated funds pursuant to legislation 11 1.0
Other services pursuant to legislation 0.5 0.6
Tax advisory services 0.2 0.2
Tax compliance services 0.2 0.2
Other services 0.5 0.8
Total auditors’ remuneration 6.2 7.0

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 (2010: £32,000).

8. Restructuring and corporate transaction expenses

Total restructuring costs from continuing operations incurred during the year were £72m (2010: £72m). These include £59m
{2010: £64m) of expenses in relation to the Solvency 2 programme and a number of local business unit transformation
programmes. Of the restruciuring costs from continuing operations, £70m (2010: £71m} is adjusted when determining operating
profit before tax, with the remaining £2m (2010: £1m) incurred by the Heritage With Profits Fund in refation to Solvency 2.
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9. Tax expense
The tax expense is attributed as follows:

2011 2010

Notes £m £m

Tax expense attributable to policyholders’ returns 217 400
Tax expense attribuiable to equity holders’ profits 32 98
249 498

Tax credit from discontinued operations 10 - {3}
249 495

The Finance Act 2011 reduced the UK corporation tax rate to 25% with effect from 1 April 2012 and this rate has been applied in
calculating the UK deferred tax position at 31 December 2011. The 2011 Budget statement also announced the Government's
intention to make further reductions in the rate of UK corporation tax in 2013 and 2014. 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 £23m (2010: £4m) and is included in profit before tax in the consolidated
income statement in ‘Share of profit from associates and joint ventures’.

(a} Current year tax expense/(credit)

2011 2010
Notes £m £m
income tax:
UK 269 253
Double tax relief {2) {n
Canada and Internationaf 3 42
Adjustment to tax expense in respect of prior years 12 4
Total income tax 310 298
Deferred tax:
Delerred tax (credit)/expense arising from the current year 19 {61) 197
Total deferred tax {61) 197
Total tax expense 249 495
Less: Income tax credit attributable to discontinued operations - 3
Total income tax expense attributable to continuing operations 249 498
Attributable to equity holders’ profits 32 98

No unrecognised tax losses of previous years were used to reduce income tax expense {2010: £nil). Unrecognised losses and
timing differences of £12m were used to reduce deferred tax expense (2010: £nil).

Deferred tax of £26m (2010: £10m) has not been recognised for the withholding tax and other taxes that would be payable on the
unremitted eamings of certain subsidiaries.

(b} Tax relating to components of other comprehensive income
Tax relating to components of other comprehensive income is as follows:

201 2010

Notes £m £m

Tax en actuariat (losses)/gains on defined benefit pension schemes 29 (27) 59
Tax on revaluation of land and buildings - 1
Tax on fair value gains on cash flow hedges attributable to discontinued operations - 6
Tax relating 1o each component of other comprehensive income {27) 66

All of the amounts presented above are in respect of equity holders of Standard Life plc.
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Notes to the Group financial statements continued

9. Tax expense continued
{c) Reconciliation of tax expense

2011 2010
Rotes £m £m
Profit before tax from continuing operations 595 971
Profit before tax from discontinued operations 10 - 17
595 988
Tax at 26.5% (2010: 28%) 158 277
Policyholder tax (net of tax at UK standard rate) 160 288
Permanent differences (31) 28
Non-taxable transfer to equity holders (51) (55)
Ditferent tax rates 12 (56}
Adjustment to current tax expense in respect of prior years 12 4
Recognition of previously unrecognised tax credit (14) (5)
Deferred tax not recognised 7 10
Non-taxable profit on sale of subsidiaries and associates - (1)
Adjustment to deferred tax expense in respect of prior years (4) 5
Total tax expense for the year 249 495
Less: Income tax credit attributable to discontinued operations 10 - 3
Total income tax expense from continuing operations 249 498

10. Discontinued operations

There are no discontinued operations in the year ended 31 December 2011. The Group’'s healthcare business, Standard Life
Healthcare Limited, was sold on 31 July 2010 for a cash consideration of £138m and was therefore classified as a discontinued
operation in the year ended 31 December 2010. The Group's banking business, Standard Life Bank, was sold on 1 January 2010
for a cash consideration of £246m.

The profit included in the consolidated income statement in respect of discontinued operations for the year ended 31 December
2010 is as follows:

2010
Notes £m
Revenue
Net earned premium 152
Net investment return 2 (27)
Other income 1
Net revenue 126
Expenses
Nel insurance benefits and claims 105
Change in insurance and participating liabilities 2
Administrative expenses:
Restructuring and corporate transaction expenses 1
Other administrative expenses 5 38
Total administrative expenses 38
Expenses 146
Gain recognised on the measurement of the assets of disposal group 37
Profit before tax 17
Tax credit (3)
Profit for the year 20

118 Standard Life




The comprehensive income included in the consolidated statement of comprehensive income in respect of discontinued operations

for the year ended 31 December 2010 is as follows:

2010

£m

Profit for the year from discontinued operations 20

Fair value gains on cash flow hedges 30

Aggregate equity holder tax effect of items not recognised in the income statement (6)

Other comprehensive income for the year from discontinued operations 24

Total comprehensive income for the year from discontinued operations 44

The aggregate assets and liabilities of operations that were sold during the year ended 31 December 2010 are as follows:

£m
Intangible assets 26
Deferred acquisition costs 18
Investments in associates 1N
Reinsurance assets 4
Deferred tax assets 1
Loans 7,464
Derivative financial assets 139
Debt securities 195
Other assets 143
Cash and cash equivalents 1,506
Total assets sold 9,627
Non-participating contract liabilities 154
Borrowings 2,783
Subordinated habilities 579
Income tax liabilities 2
Customer accounts related to banking activities and deposits by banks 5,927
Qerivative financial liabilities 102
Other liabilities 32
Total liabilities sotd 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 year. The weighted average number of ordinary shares outstanding during the year 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.

2011 2010
Profit from continuing operations {£m) 288 412
Profit from discontinued operations (Em) - 20
Profit attributable to equity holders of Standard Life plc (Em) 298 432
Weighted average number of ordinary shares in issue (millions) 2,301 2,242
Basic earnings per share from continuing operations {pence per share) 13.0 18.4
Basic earnings per share from discontinued operations (pence per share) - 0.9
Basic earnings per share (pence per share} 13.0 19.3
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Notes to the Group financial statements continued

11. Earnings per share continued
(b} Diluted earnings per share

Diluted earnings per share is calculated by adjusling the weighted average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The Group has cne 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 on the monetary value of the SUbSCTlptIOﬂ
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 options.

2011 2010
Profit from continuing operations {£m) 298 412
Profit from discontinued operations (£m} - 20
Profit attributable to equity holders of Standard Life plc (Em) 298 432
Weighted average number of crdinary shares for diluted earnings per share (millions} 2,304 2,248
Diluted earnings per share from continuing operations (pence per share) 12.9 18.3
Diluted earnings per share from discontinued operations {pence per share) - 0.9
Diluted earnings per share (pence per share) 12.9 19.2

The dilutive effect of share awards and options included in the weighted average number of ordinary shares above was three
million (2010: six million}.
{c) Alternative earnings per share

Earnings per share is also calculated based on operating profit as well as on the profit attributable to equity holders. The Directors
believe that earnings per share based on operating profit provides a better indication of the operating business performance of the
Group.

{c}{(i) Basic alternative earnings per share

201 2011 2010 2010
£m p per share £m p per share
Operating profit before tax from continuing operations 544 23.6 425 19.0
Shoart-term fluctuations in investment return and economic assumption changes' (139) {6.0) 157 7.0
Restructuring and corporate transaction expenses (70) {3.1) (71) (3.2)
'mpairment of intangible assets (5) {0.2) - -
Impairment of investments in associates - - {1) -
Other operating profit adjustments’ - - - -
Profit attributable to non-contrelling interests 48 2.1 61 2.7
Profit before tax from continuing operations 378 16.4 571 25.5
Tax (expense)/credit attributable to:
Operating profit (87) (3.7) (89) (4.0
Adjusted items 55 2.4 (9) (0.4)
Profit attributable to non-controliing interests (48) (2.1} (61) (2.7)
Profit from discontinued operations - - 20 0.9
Profit attributable to equity holders of Standard Life pic 208 13.0 432 19.3

' As described in Accounting policy {a) — Basis of preparation, the Group has amended its operating profit accounting policy. As a result, £30m was reallocated from

other operating profit adjustments to short-term fluctuations in investment return and economic assumption changes for the year ended 31 December 2010.
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{c)(ii} Diluted alternative earnings per share

2011 2011 2010 2010
£m  p per share £m p per share
Operating profit before tax from continuing operations 544 236 425 19.0
Short-term fluctuations in investment return and economic assumption changes’ {139) (6.0} 157 6.9
Restructuring and corporate transaction expenses (70) (3.1) (71) (3.2)
Impairment of intangible assets (5) (0.2) -
Impairment of investments in associates - - (1 -
Other operating profit adjustiments’ - - - -
Profit attributable to non-controlling interests 48 21 61 2.7
Profit before tax from continuing operations 378 16.4 571 254
Tax (expense)/credit attributable to:
Operating profit (87) (3.8) (89) 4.0}
Adjusted items 55 2.4 (9) {0.4)
Profit attributable to nan-controlling interests (48) (2.1) (61) 2.7)
Profit from discontinued operations - - 20 0.8
Profit attributable to equity holders of Standard Life plc 298 12.9 432 19.2

1

As described in Accounting policy {a) - Basis of preparation, the Group has amended its operating profit accounting policy. As a result, £30m was realiocated from

other operating profit adjustments to short-term fluctuations in investment return and economic assumption changes for the year ended 31 December 2010,

12. Short-term fluctuations in investment return and economic assumption

changes

The Group focuses on operating profit as a measure of its performance which incorporates expected returns on investments
backing equity holder funds with a consistent allowance for corresponding expected movements in equity holder liabilities. The

methodology used in operating profit is outlined below.

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 except where they are directly related to a
significant management action. As a result, the components of IFRS profit attributable 1o market movements and interest rate

changes which give rise 1o variances between actual and expected investment returns, as well as the impact of changes in

eccnomic assumptlions on equity holder liabilities, are excluded from operating profit and disclosed separately within the heading of

short-term fluctuations in investment return and econgomic assumption changes.

The expected rates of return for debt securities, equity securities and properly 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 equity securities and property, with the exception of the Canadian
operations, are determined based on the gilt spot rates of an appropriate duration plus an equity risk premium or property risk
premium, respeclively. The expecied rates of return on equity securities and property for Canadian operations are determined by

the Appointed Actuary in Canada.

The principal assumptions, as set at the start 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:

2011 2010
UK Canada UK Canada
% % % Yo
Equity securities 6.49 8.60 7.1 8.60
Property 5.49 8.60 6.11 8.60

In respect of debt securilies, the expected rate of return is determined based on the average prospective yields for the debt

securities actually held or, in respect of the Canadian 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 economic

assumption changes and thus are excluded from operating profit.

For ihe year ended 31 December 2011, short-term fluctuations in investment return and economic assumption changes were
losses of £139m (2010: gains of £157m). Shert-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.
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13. Dividends

The Company paid a final dividend of 8.65 pence per share (final 2009: 8.09 pence}) 1otalling £197m in respect of the year ended
31 December 2010 on 27 May 2011 (final 2009: £180m} and an interim dividend of 4.60 pence per share (interim 2010:
4.35 pence} totalling £106m (interim 2010: £98m) in respect of the year ended 3t December 2011 on 18 November 2011.

Subsequent to 31 December 2011, the Directors have proposed a final dividend for the year ended 31 December 2011 of

9.20 pence per ordinary share, £217m in total. The dividend will be paid on 31 May 2012 1o shareholders on the Company’s
register as at 23 March 2012, subject to approval al the Annual General Meeting on 25 May 2012. This dividend will be recorded
as an appropriation of retained earnings in the financial statements for the year ended 31 December 2012,

The opticn to receive dividend entitlement under the Scrip scheme was removed and has been replaced with a dividend
reinvestment plan commencing with the final dividend for 2011. Investors who took part in the Scrip scheme received their dividend
entittement in the form of shares rather than cash and the distribution under the Scrip scheme was recorded as an appropriation of
retained earnings. Dividends paid during the year ended 31 December 2011 comprise £141m {2010: £92m) settled by the issue of
shares under the Scrip scheme and £162m paid in cash {2010: £186m).

14. Intangible assets

Intangible assets
acquired through Internally

business developed Other acquired
Goodwill combinations sofiware Intangible assets Total

Notes £m £m £m £m £m
Gross amount
At 1 January 2010 35 B 106 14 161
Additions 26 5 40 6 77
Disposals and adjustments’ (16) . (20) - (36)
Other - - - (1} {1)
At 31 December 2010 45 1 126 19 201
Additions 26 19 38 5 88
Disposals and adjustments - - (5) - (5)
impairment charge® 5 - - (5 - (9)
Other - - . (1) )
At 31 December 2011 71 30 154 23 278
Accumulated amortisation
At 1 January 2010 - {1} {49) (5) (55)
Amortisation charge for the year 5 - (2} (15) (5} (22}
Disposals and adjustments’ - - 10 - 10
Other - - - 1 1
At 31 December 2010 - 3 (54) {9) (66)
Amortisation charge for the year 5 - (5) (S (4) {18)
Disposals and adjustments’ - - 5 - 5
Other - - - 1 1
At 31 December 2011 - (8) {58) (12} {78
Carrying amount
At 1 January 2010 35 5 57 g 106
At 31 December 2010 45 8 72 10 135
At 31 December 2011 71 22 96 11 200

Disposals during the year ended 31 December 2010 are in respect of intangible assets attributable to discontinued healthcare operations.
Following a review of the Group’s IT strategy it was concluded that a portion of software development previously capitalised was not currently being used and was
subsequently impaired.

The Group's goodwill of £71m (2010: £45m) has been acquired through a series of business combinations. The cash generating
unit to which al! goodwill is attributed is the UK business unit.

Goodwill is reviewed annually for impairment by comparing the carrying value of each of the investments including goodwill with its
recoverable amount. The recoverable amount of the investments is determined by the fair value less costs to sell methodology or
by calculating its value in use.
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The fair value calculation uses cash flow projections based on business plans for a maximum period of 15 years. The key

assumptions have been applied by management 1o the calculations afier considering past experience and market expeciations for
future growth.

Key assumptions used in the calculations:
* A growth rate has been used to extrapolate new business contributions beyond the business plan pericd, and is based on
management's estimate of future growth rates for the industry and the UK economy

* Additional net flows into assets under administration and increased market share have been assumed due to enhanced product
offerings

» (Cost savings have been assumed due to synergies expected
* A risk-adjusted discoun! rate ranging from 10% to 15% has been applied

As a result of the impairment testing carried out, no goodwill was judged to be impaired at 31 December 2011 and
31 December 2010. Sensitivity analysis showed that the result was insensitive to reasonably possible changes in key assumptions.

15. Deferred acquisition costs

2011 2010

Notes £m £m

At 1 January 881 872
Additions during the year 5 178 218
Amortisation charge 5 (132) {1986)
Foreign exchange adjustment (7} 1
Attributable to discontinued healthcare operations - (14}
At 31 December 920 881

The amount of deferred acquisition costs expected to be recovered after more than 12 months is £776m (2010: £749m). Included
in deferred acquisition costs above are costs deferred on investment contracts (deferred origination costs) amounting to £695m

(2010: £706m).

16. Investments in associates and joint ventures

2011 2010
£m £m

Investments in associates and joint ventures:
Designated as at fair value through profit or loss - 2,775
Accounted for using the equity method 2N 238
Loans to associates and joint ventures 55 74
Tolal investmenis in associates and joint ventures 326 3.087
2011 2010
Notes £m £rn
At 1 January 3,087 2,169
Share of profits frem associates and joint ventures 51 24
Dividends received (12) {14)
Additions 24 21
Disposals and loan repayments (22) {38)
Impairment losses 5 - (4)
Net (decrease)/increase in associates designated as at fair value through profit or loss (2,775) 916
Foreign exchange adjustment 27y 13
At 31 December 326 3.087

Share of profits from associates and joint ventures totalling £561m (2010: £24m), includes £9m (2010: £21m) arising from those

accounted for at fair value through profit or loss in accordance with IAS 39 Financial Instruments: Recognition and Measurement

and £42m (2010: £3m) arising from those accounted for using the equity method.

Standard Life

123




Notes to the Group financial statements continued

16. Investments in associates and joint ventures continued

During the year ended 31 December 2011, two sub-funds of Standard Life Investments (Global Liquidity Funds) plc (GLF), the
Sterling Liquidity Fund and Euro Liquidity Fund, were restructured. The majority of the external holding in these funds transierred
1o a third party. The remaining assets were transferred into two new GLF sub-funds being the GBP VNAV Liquidity Fund and the
Euro VNAV Liquidity Fund, which are subsidiaries of the Group. As a result of the restructure, the GLF sub-funds are no longer

associates of the Group.

The newly created sub-funds have been consolidated on a line by line basis in the Group’s results for 31 December 2011, The
significant impact of this change has been to decrease the Group’s investments in associates and joint ventures by £2,775m and
increase cash and cash equivalenis, investment securities and third party interest in consolidated funds.

(a) Investments in associates

The following are particulars of the Group's share of significant associales:

Country of Interest

incorporation held Year Nature Assets Liabilities Revenues Profit
Name of associate or registration % end  of business £m £m £m £m
At 31 December 2011
HDFC Asset Management Company Investment
Limited' India 40.0 31 Mar _Management 59 28 38 15
At 31 December 2010
Standard Life Investments (Glebal
Liquidity Funds) ple - Sterling Liguidity
Fund Ireland 447 31 Dec OEIC 2313 2 14 12
Standard Life Investment (Global
Liquidity Funds) plc — Euro Liquidity
Fund Ireland 226 31 Dec QEIC 451 - 2 1
HDFC Asset Management Company fnvestment
Limited’ India 40.0 31 Mar  Management 60 28 31 11
' The reporting date for HDFC Asset Management Company Limited is 31 March as this is its year end date. This is different from the Group's year end date of

31 December.
{b) Investments in joint ventures
The following are particulars of the Group's significant joint ventures, all of which are unilisted:
Countryof Interest Current Long-term Current Long-term

incorporation held assels assets liabllities  liabilities Income Expenses
Name of joint venture or registration % £m £m £m £m £m £m
At 31 December 2011
Castan Waterfront Development Inc. Canada 50.0 - 21 - 1 -
First Real Properties Limited Canada 480 2 88 7 24 11
Alberta Canada 50.0 1 11 1 11 3 3
HDFC Standard Life Insurance
Company Limited India 26.0 28 875 41 829 231 221
Heng An Standard Life Insurance
Company Limited China 50.0 73 231 193 76 55 63
At 31 December 2010
Castan Wateriront Development Inc. Canada 50.0 - 20 4 - - -
First Real Properties Limited Canada 49.0 75 10 10 16 8
Alberta Canada 50.0 22 - B -
HDFC Standard Life Insurance
Company Limited India 26.0 24 971 5 928 446 451
Heng An Standard Life Insurance
Company Limited China 50.0 54 211 10 234 82 100
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17. Investment property

201 2010
£m £m
At 1 January 8,410 7111
Additions — acquisitions 308 642
Additions — subsequent expenditure 152 189
Net fair value gains 253 556
Disposals (320} {186}
Foreign exchange adjustment {26} 79
Other (34} 19
At 31 December 8,743 8.410
The fair value of investment property can be analysed as:
Freehold 6,492 6,068
Long leasehold 2,138 2,185
Short leasehold 113 147
8,743 8,410

The rental income arising from investment propenies during the year amounted to £634m (2010: £611m), which is included in net
investment return as 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 £185m (2010: £184m).

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 qualified professional valuers at
31 December or as at a date that is not more than three moenths before 31 December. The valuations are prepared in accordance
with Royal Institution of Chartered Surveyors valuaticn standards or local equivalents. The valuation techniques used rely in large
part on observable market inputs. Where valuations have been undertaken ai 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 reporting period.

In Canada, properties with a value higher than CA$50m are externally appraised every quarter, properties with a value between
CA%10m and CA$50m are externally appraised twice a year while properties with a value lower than CA$10m are externally
appraised once a year, with valuations evenly distributed throughout the year. Those properties not subject te an external appraisal
al a quarter end are reviewed in light of \he market information provided by the other external appraisals and an internal
adjustment is estimated.

Future minimum lease rental receivables in respect of non-cancellable operating leases on investment properties were as follows:

2011 2010

£m £m

Not iater than one year 295 281
Later than one year and no later than five years 911 957
Later than five years 820 873
Total operating lease receivables 2,026 2,111
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18. Property, plant and equipment

Land and buildings Equipment Total
Notes £m £m £m
Cost or valuation
At 1 January 2010 121 198 319
Additions - 18 18
Disposals and adjustments’ (1 (12) (13
Revaluations 30 (14) - {14)
Impairment losses reversed® 5 9 - 9
Foreign exchange adjustment 3 - 3
At 31 December 2010 118 204 322
Additions 1 14 15
Disposals and adjustments® - (121) (121)
Revaluations 30 (5) - 5}
Impairment losses reversed® 5 4 - 4
Impairment losses recognised 5 (N - (1)
Foreign exchange adjustment (2) - (2)
At 31 December 2011 115 a7 212
Accumulated depreciation
At 1 January 2010 - {158) (158)
Depreciation charge for the year 5 - {12} R (12}
Disposals and adjustments’ - 12 - 12
At 31 December 2010 - {158) (158)
Depreciation charge for the year 5 - (15) ) (15)
Disposals and adjustments® - 121 121
At 31 December 2011 - (52) (52)
Carrying amount
At 1 January 2010 121 40 161
At 31 December 2010 118 46 164
At 31 December 2011 115 45 160

Dispesals during the year ended 31 December 2010 include equipment with a ¢ost of £3m and net book value of £nil in respect of discontinued healthcare
operations.

Impairment losses reversed recognised in the consolidated income statement were £4m (2010: £9m}. Refer to Note 5 — Other administrative expenses. The
impairment reversal arose due to increases in the market value of a number of properties.

For the year ended 31 December 2011 £121m {2010: £9m) of disposals and adjusiments relates to equipment with net book value of Enil and no fonger in use.

2

3

If land and buildings were measured using the cost model, the historical cost before impairment would be £175m (2010: £180m).
Where the expected residual value of owner occupied property is in line with the current fair value, no depreciation is charged.
Eqguipment primarily consists of computer equipment.

The methods and assumptions used to value owner occupied properiies are the same as those for investment properties set out in
Note 17 — Investment property.
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19. Tax assets and liabilities

2011 2010

Notes £m £m

Income tax recoverable 24 107 162
Delerred tax assets 210 201
Tolal tax assets 317 363
Income tax liabilities 149 181
Deferred tax liabilities 145 220
Total tax liabilities 294 401

All current income tax assets and liabilities as at 31 December 2011 and 31 December 2010 are expected to be recoverable or
payable in less than 12 months. Deferred tax assets and liabilities are expected to be recovered or settled after more than 12
months.

{a) Recognised deferred tax

201 2010
£m £m

Deferred tax assets comprises:
Actuarial liabilities 221 184
Losses carried forward 56 39
Realised losses on investments - 33
Depreciable assets 35 32
Deferred income 57 55
Employee benefits 41 30
Provisions and other temporary timing differences 27 18
Insurance related items a5 96
Subordinated liabilities valuation differences 1 1
Unrealised losses on invesiments 40 16
Other 3 -
Gross deferred tax assets 526 505
Less: Offset against deferred tax liabilities (3186) (304)
Net deferred tax assets 210 201
Deferred tax liabilities comprises:
Insurance related items 44 -
Unrealised gains on investments 86 180
Deferred acquisition costs 194 197
Deferred gains on realisation - 29
Subordinated liabilities vafuation differences 2 3
Temporary timing differences 14 -
Employee benefits 120 109
Deferred tax on acquired assets - 2
Other 1 4
Gross deferred tax liabilities 461 524
Less: Offset against deferred tax assets (316) (304)
Net deferred tax liabilities 145 220
Movements in deferred tax assets/(liabilities) comprise:
At 1 January (19) 228
Acquisition of subsidiaries &) 4
Disposal of subsidiaries - {5}
Amounts credited/(charged} to net profit 61 {(197)
Amounts credited/(charged) directly to equity 27 (60)
Foreign exchange adjustment (1) 11
At 31 December 65 (19)
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19. Tax assets and liabilities continued
(a) Recognised deferred tax continued

A deferred tax asset of £96m (2010: £55m) for the Group has been recognised in respect of losses of various subsidiaries and
unrealised losses on investments. Deferred 1ax assets are recognised to the extent that it is probable that the losses wiil be
capable of being offset against taxable profits and gains in fulure pericds. The value attributed to them takes into account the
cerainty or ctherwise of their recoverability. Their recoverability is measured against anticipated taxable profits and gains based on
business plans. The losses of the subsidiaries in Canada of £1m (2010: £1m) will expire in 2013. The remaining losses do not
have an expiry date.

(b} Unrecognised deferred tax

Due to uncertainty regarding recoverability, deferred tax has not been recognised in respect of the following assets:

* Cumulative losses carried forward of £177m (2010: £231m)
» Tax reserves of the German branch of Standard Life Assurance Limited of £74m (2010: £98m)
* Unrealised investment losses of £320m (2010: £5m)

20. Financial investments

2011 2010
Notes £m £m

Financial investments at fair value through profit or loss:
Classified as held for trading:

Derivative financial instruments designated as cash flow hedges 22 1 -

Derivative financial instruments designated as held for trading 22 2,21 1,343
Total financial investments classified as held for trading 2,212 1,343
Designated upon recognition:

Equity securities and interests in pooled investment funds 43 58,531 60,307

Debt securities’ 43 67,176 61,364

Investments in associates and joint ventures 16 - 2,775
Total financial investments designated upon initial recognition’ 125,707 124,446
Total financial investments at fair value through profit or loss' 127,919 125,789
Loans and receivables:

Loans 21 3,219 3,136

Receivables and other financial assets 23 1,851 1,743

Loans to associates and joint ventures 16 55 74

Cash and cash equivalents’ 25 9,187 5,805
Total loans and receivables' 14,312 10,758
Total financial investments 142,231 136,547

' There has been a reallocation from cash and cash equivalents to debt securities of £1,629m at 31 December 2010. Refer to Accounting policy (a) — Basis of

preparation.

The amount of debt securities of continuing operations expected to be recovered or settled after more than 12 months is £61,089m
(2010: £56,990m). 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
201 2010
Notes £m £m
Loans secured by mortgages 43(d) 3,005 2,941
Loans secured on policies 103 106
Other 111 89
Total loans 3,219 3.136

Loans with variable rates and fixed interest rates are £220m and £2,999m respectively (2010: £276m and £2,860m respectively).
Leans that are expected to be recovered after more than 12 months are £2,858m (2010: £2,849m).

22. Derivative financial instruments

The Group uses derivative financial instruments in order to match contractual liabilities, to reduce the risk from potential
movements in foreign exchange rates, equity indices, property indices and interest rates, to reduce credit risk or to achieve efficient
portiolio management. The Group designates certain derivative financial instruments as cash flow 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.

201 2010
Contract Fair value Fair value Contract  Fair value Fair value
amount assels liabilities amount assets liahilities
£m £m £m £m £m £m
Cash flow hedges 24 1 - 25 - 1
Net investment hedges 721 - 2 631 - 25
Held for trading 72,357 2,211 1,100 56,362 1,343 898
Derivative financial instruments 73,102 2,212 1,102 57,018 1,343 824

Derivative assels of £1,541m (2010: £982m) are expected to be recovered after more than 12 months. Derivative liabilities of
£431m (2010: £457m) 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 revenue receivable in foreign currency.

Forward foreign exchange contracts with an aggregate notional principal amount of £24m (2010: £25m) and a net fair value asset
position of £1m (2010: net liability of £1m) were designated as hedges of fulure cash flows arising from revenue receivable in
foreign currency in 2011 and 2010. The cash flows from these instruments are expecied to be reporied in the consolidated income
statement for the following year. In 2011 and 2010, the ineffectiveness recognised in income statements that arises from these
cash flow hedges was less than £1m.

{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 notional principal of £721m (2010: £631m) and a net liability position of £2m
(2010: £25m) were designated as net investment hedges and gave rise 1o currency gains for the year of £13m (2010: losses of
£39m), which have been deferred in the net investment hedge transtation reserve. The effectiveness of hedges of net investiments
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 points, is recognised in the consolidated income statement. in 2011, the losses
recognised in the income statement were £nil (2010: £nil). No amounts were withdrawn from equity during the year (2010: £nil), as
there were no disposals of foreign operations.
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Notes to the Group financial statements continved

22. Derivative financial instruments continued
(¢} Held for trading

Derivative financial instruments classified as held for trading include those that the Group holds as economic hedges of financial
instruments that are measured at fair valve. 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 portiolio management in respect of instruments
measured at fair value.

2011 20610
Contract Fair value Fair value Contract Fair value  Fair value
amount assets  liabilities amount assets  liabilities
£m £m £m £m £m £m
Equity derivatives:
Dividends - - - 8 - -
Futures 6,056 29 28 3,823 28 36
Variance swaps 64 89 143 66 86 170
Options 11,412 620 299 4,857 356 7
Interest rate derivatives:
Interest rate swaps 17,982 1,041 126 13,495 455 203
Futures 14,191 55 108 11,889 52 49
Options 118 28 - 154 24 -
Foreign exchange derivatives:
Cross currency swaps 135 42 - 480 169 -
Forwards 10,347 188 117 10,510 g6 175
Futures 127 - - 454 - 1
Options 2,116 26 68 4,502 a8 83
Other derivatives:
Inflation rate swaps 1,352 - 33 349 1 14
Swaptions 5,006 61 132 2,597 16 11
Credit default swaps 3,451 32 46 3,178 12 149
Derivative financial instruments held tor trading 72,357 2,211 1,100 56,362 1,343 898

(d) Maturity profile

The maturity profile of the contractual undiscounted cash flows in relation to derivative financial instruments is as follows:

Greater

Within 1-5 510 10-15 15-20 than 20

1 year years years years years years Total
2011 £m £m £m £m £m £m £m
Cash infiows
Derivative financial assets 7,251 989 3 - 2 5 8,250
Derivative financial liabilities 14,573 1,208 86 50 26 29 15,972
Total 21,824 2,197 89 50 28 34 24,222
Cash outflows
Derivative financial assets (10,527) (1,124) - - - - (11,651)
Derivative financial liabilities (7,737) (906} - - - - {8,643)
Total (18,264) {2,030) - - - - {20,294)
Net derivative financial instruments cash Inflows 3,560 167 89 50 28 34 3,928

Cash inflows and outflows are presented on a net basis where the Group is required to setile cash flows net.

Included within interest rate derivative futures are bond futures. The maturity profile only includes one leg of the bond futures
contract, being the payment or receipt of the agreed price (cash). The other leg of the contract involves the physical receipt or
delivery of the bonds.
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Within

Greater

1-5 5-10 10-15 15-20 than 20
1 year years years years years years Total
2010 £m £m £m £m £m £m £m
Cash inflows
Derivative financial assets 6,963 1,302 - - - 8,265
Derivative financial liabilities 7,225 675 - . - - 7,900
Total 14,188 1,977 . - - - 16,165
Cash outflows
Derivative financial assets (2,331) (1,227) - - - - (3,558)
Derivative financial liabilities (7,103) (734) (10} {147 (54) (7 (8,165)
Total {9,434) {1,961) (110) {147) (54) (a7 (11,723
Net derivative financial instruments cash
inflows/{outflows) 4,754 16 (110) (147) {54) (17) 4,442
23. Receivables and other financial assets
2011 2010
£m £m
Amounts receivable on direct insurance business 88 69
Amounts receivable on reinsurance contracts 10 9
Ouitstanding sales of investment securities 112 112
Accrued income 1,042 987
Cancellations of units awaiting settlement a6 108
Collateral pledged in respect of derivative contracts 13 86
Property related assets 149 145
Other 35 227
Receivables and other financial assets 1,851 1,743

The carrying amounts disclosed above reasonably approximate the fair values as at the year end.

The amount of receivables and other financial assets of continuing operations expected to be recovered afler more than 12 months

is £74m (2010: £67m).

24. Other assets

2011 2010

£m £m

Income tax recoverable 107 i62

Prepayments 25 28

Other 96 107

Other assets 228 297
The amount of other assets expected 10 be recovered after more than 12 months is £40m (2010: £50m).
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25. Cash and cash equivalents

2011 2010

£m £m

Cash at bank and in hand 612 551
Money at call and shost notice 682 664
Demand and term deposits with original maturity of less than 3 months’ 6,799 3,352
Debt investments with less than 3 months to maturity from date of acquisition 1,094 1,238
Cash and cash equivalents' 9,187 5,805

' There h.:s been a reallocation from cash and cash equivalents to debt securities of £1,629m a1 31 December 2010. Refer to Accounting policy (a) — Basis of
preparation.

2011 2010

Notes £m £m
Cash and cash equivalents' 9,187 5,805
Bank overdrafts 36 {62) {104}
Total cash and cash equivalents for consolidated statement of cash flows 9,125 5.701

' There has been a reallocation from cash and cash equivalents to debt securities of £1,628m at 31 December 2010. Refer to Accounting poticy (a) — Basis of

preparation.
Cash in hand is non-interest bearing. Cash at bank, money at call and short notice and deposits are subject to variable interest
rates.
26. Share capital

(a) Authorised share capital
The authorised share capital of the Company at the year end was:

2011 2011 2010 2010

Number £m Number £m

Ordinary 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 cordinary share capital of the Company during the year was:

2011 2m 2010 2010

Number £m Number £m

At 1 January 2,283,019,841 228 2,236,292,157 224

Shares issued in lieu of cash dividends 70,138,459 7 44 854,401 4

Shares issued in respect of share incentive plans 507,364 - 566,626 -

Shares issued in respect of share options 158 - 1,305,584 -

Demutualisation shares - - 480 -
Shares issued in respect of bonus issue - - 583

At 31 December 2,353,665,822 235 2,283,019,841 228

During the year ended 31 December 2011, 70,138,459 (2010: 44,854,401) shares were issued in respect of dividends paid in the
period under the Scrip dividend scheme.

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 2011, the Company allotted 507,364 (2010: 566,626) 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 and a Sharesave {Save-as-
you-earn) scheme for all eligible emptoyees. During the year ended 31 December 2011, no (2010: 1,305,584) and 158 (2010: nil)
ordinary shares were issued on exercise of share options in relation to the LTIP and Sharesave schemes respectively.

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 entittements. During the year ended
31 December 2011 no ordinary shares were issued teo eligible members in respect of their demutualisation entitlements

(2010: 480).
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As part 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 continucus 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 claim their entittements. During the year ended 31 December 2010, 583 ordinary

shares were issued to equity holders entitled to receive bonus shares.

All ordinary shares in issue in the Company rank pari passu and carry the same voting rights and the same rights to receive

dividends and other distributions declared or paid by the Company.

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 deducticn 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 2006.

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 2011 which were not offset by a corresponding obligation to deliver a tixed

number of equity instruments was 10,879,286 (2010: 12,209,946).

28. Share premium reserve
The premium arising on the shares issued during the year was:

2011 2010
£m m
At 1 January 976 888
Shares issued in lieu of cash dividends 134 88
At 31 December 1,110 976
29. Retained earnings
2011 2010
Notes £m £m
At 1 January 1,094 685
Profit for the year attributable to equity holders 298 432
Dividends and appropriations {303) (273)
Transfer from equity compensation reserve for vested employee share-based payments 30 11 15
Transfer between reserves on disposal of subsidiaries’ - 121
Actuarial (losses)/gains on defined benefit pension schemes 38 (88) 184
Shares distributed by employee trusts (9) {10)
Aggregate tax items recognised in equity 27 (59)
Other - {1)
At 31 December 1,030 1,094

year ended 31 December 2010.

Standard Life

The Group’s healthcare business, Standard Life Healthcare Limited, was sold on 31 July 2010 ang has therefore been classified as a discontinued operation in the

133




Notes to the Group financial statements continued

30. Reconciliation of movements in other reserves

Revaluation Cash Foreign Net Equity Reserve arising
of land and flow currency investment Merger compensation Special on Group

buildings  hedges translation hedge reserves raserve  reserve reconstruction Total
2011 Notes £m £ £m £Em £m £m £m £m £m
At 1 January 5 1 369 {54) 3,108 36 261 {2,100) 1,626
Fair value gains on cash flow
hedges - 1 - - - - - 1
Fair value gains transferred to
income statement on cash flow
hedges - {1} - - - - - (1))
Net investment hedge - - - 13 - - - 13
Revaluation of land and buildings i8 {5) - - - - - - (5)
Exchange differences on
translating foreign operations - - {53} - - - - {53)
Reserves credit for employee
share-based payment schemes - - - - - 24 . 24
Vested employee share-based
payments 29 - - - - . (1 . (1)
With profits funds: associated UDS
movement recognised in equity 34 7 - 4 - . . . 11
At 31 December 7 1 320 (a1) 3,108 49 261 {2,100) 1,605
Balance at 31 December 2011
comprises:
Total reserve befare with profit fund
adjustment - 3 556 (41) 3,108 43 261 (2,100} 1,835
Total with profit fund adjustment 7 - (237} - - - - (230)
At 31 December 7 3 319 {41) 3,108 48 261 {2,100) 1,605

The with profit fund adjustment represents the cumulative amounts fransferred to 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 2008). 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. On disposal of Standard Life Bank plc and Standard Life
Healthcare Limited during 2010, £86m of the merger relief was realised and transferred from the merger reserve to retained
eamings.

Reserve arising on Group reconstruction: On demutualisation of SLAC, the value of the demutualisation shares issued was
equal 1o the fair value of the assets and liabilities of the Group. Merger accounting principles were applied to the demutualisation
transaction and theretore alt assets and liabilities were transferred at their book value at the time of demutualisation in the
consolidated financial statements. The reserve arising on group reconstruction 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 part of the
Company's distribulable profits for the purpose of section 830 of the Companies Act 2006. The total amount of dividends paid
during the year was £303m (2010: £278m), of which £nil (2010: £56m) has been treated as a deduction from the special reserve.
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Revaluation Cash Foreign Net Equity Reserve arising
of land and flow currency  investment Merger compensation Special on Group

buildings hedges translation hedge reserves reserve reserve reconstruction  Total
2010 Notes £m £m £m £m £m £m £m £m £m
At 1 January [ (21) 268 (21) 3,194 k] 266 (2,065) 1,660
Fair value losses on cash flow
hedges - . - - - - - -
Fair value gains transferred to
income statement an cash flow
hedges . 28 - - - - 28
Net investment hedge - - - (39 - - (29)
Revaluation of land and buildings 18 (14) - - - - - (14}
Exchange differences on
translating foreign operations - - 122 - - - 122
Dividends and appropriations - - - - - (5) - (&3]
Reserves credit for employee
share-based payment schemes - - - - - 18 - 18
Vested employee share-based
payments 29 - - - - {15} - (15)
Transfer between reserves on
dispasal of subsidiaries’ - - - {88) - - (35 (129
With profits funds: associated UDS
movement recognised in equity 34 13 - (15) - - 2)
Aggregate deferred tax items
recognised in equity [{:] - - )
Aggregalte current tax items
recognised in equity - - (6) 6 -
At 31 December 5 1 369 {54) 3,108 36 261 {2,100} 1,626
Balance at 31 December 2010
comprises:
Total reserve befare with profit fund
adjustment 4 1 610 (54) 3,108 38 261 (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

1

31. Non-controlling interests and third party interest in consolidated funds

The movement in non-controlling interests during the year was:

The transfer to retained earnings on disposal of subsidiaries is in respect of the sale of Standard Lite Bank pic and Standard Life Healthcare Limited during 2010.

2011 2010

£m £m

At 1 January 335 296
Foreign exchange differences on translating foreign operations (4) {4}
Change in net assets attributable to non-controlling interests 43 61
Net contributions (12) (12
Distributions (9) (6)
At 31 December 358 335

The movement in third party interest in consolidated funds during the year was:

2011 2010

£m £m

At 1 January 5,454 3,004
Foreign exchange differences an translating foreign operations (88) (73)
Change in liability for third party interest in consolidated funds 103 443
Net contributions and moverments between classifications of investments 3,050 2,161
Distributions (91) (81)
At 31 December 8,428 5,454
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Notes to the Group financial statements continued

32. Insurance contracts, investment contracts and reinsurance contracts - terms,
methods and assumptions

Insurance and investment contracts include unitised, conventional and annuity business. Unitised contracts are those where the
contractual benefits are determined with reference to units allocated to the contract, 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 Smoothed 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}).

On 31 December 2011, the unitised element of most non-participating business and the longevity risk of some annuity business
written in the HWPF were transferred to the PBF. Prior 10 31 December 2011 they had been reinsured to Standard Life Investment
Funds Limited.

(a) Heritage With Profits Fund {HWPF)

The business in this fund largely comprises business written by The Standard Lile Assurance Company (SLAC) prior to its
demutualisation.

{a)(i) UK insurance and investment contracts - 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 panticipating pension
contracts 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 guaraniees 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 on a participating basis or, prior to 31 December 2011, in one or more internal linked funds. Most of this business is classified
as investient 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.

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 specitied
retirement dates or death

» Certain 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 contracts 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 contracts are classified as insurance contracts.

Guaranteed annuity opticns 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 reguiar premium endowment and whole life 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. Some of this business is classified
as insurance contracts, for example Homeplan and With Profits Bonds. Others are classified as investment contracts, for example
Capital Investment 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 not fall, 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
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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% or 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 contract and, if it deems it necessary, the
sum assured may be reduced, within the limits permitted.

Under some contracts effected in connection with house purchase, provided the original contract is stilt in force the following
options can normally be exercised at any time before the 55" birthday of the life assured:

s 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 on the original 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 lerm assurance contracls where
guaranteed benefits are payable on death and under some products on permanent and total disability or on diagnosis of a
specified critical iiness. These contracts are classified as insurance contracts. Under participating contracts, regular bonuses may
be added to the guaranteed sum assured over the term of the pelicy and, in addition, a final bonus may be paid on death and
maturity. Certain endowment assurances have minimum surrender value provisions ang minimum paid-up values.

Annuities

This class of business consists of single premium contracts that provide guaranteed annuity payments and are ¢lassified 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 Retai! Prices tndex (RPI). Further

details are provided below of those contracts which provide a guaranteed rate of increase and which are valued on the regutatory
basis.

For those annuities in payment which increase at a predefined rate the tota! liability at 31 December 2011 is £3,137m
{2010: £3,022m} and this represents approximately 28% (2010: 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 falt,

The total liability at 31 December 2011 for RPI linked annuities in payment (including any guaranteed minimum rate of escalation)
is £1,921m (2010: £1,928m} and this represents approximately 17% (2010: 18%) of the total UK annuity business held within this
fund. These are valued on the regulatory basis with allowance for a positive rate of RP1 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 enough for such an event to occur.

For some participating deferred annuity policies, at maturity the annuity income can be converted to cash on guaranteed
minimum terms.

The Participating Pension Annuity is an annuity contract under which changes to the level of annuity are based on a declared rate
of return but reductions in the level of the annuity are limited.

{a}(ii) UK insurance and investment contracts - methods

Calculation of liabllities

The Financial Services Authority’s realistic reporting regime seeks to place a realistic and market consistent value 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 return credited to the asset shares is consistent with the return achieved on
the assets notionally 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 actual 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 detail in the Principles and Practices of Financial Management (PPFM) for the HWPF.
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32. Insurance contracts, investment contracts and reinsurance contracts - terms,
methods and assumptions continued

(a) Heritage With Profits Fund (HWPF) continued
{a){ii) UK insurance and investment contracts - methods continued

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 investrnent 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 fiabilities for annuity contracts are calculated by discounting the expected future annuity payments together with an appropriate
estimaie of future expenses at an assumed rate of inlerest derived from the yields on the underlying assets.

For contracts with guaranteed insurability options, the calculated liabilities reflect an assumption that the opticns are foregone by
those experiencing the select mortality of newly underwritten lives. For Lifetime Protection Series term assurance business, the
liabilities include an allowance for whichever options the policyholder has exercised.

For unitised nen-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 finai bonuses. In setting these rates, the financial position {both current and projected) of the HWPF is taken into
account, and were it necessary, regular bonus rates would be set to zero. Regular bonus rates are set for each relevant class of
participating policy and/or internal fund and reflect its characteristics, including any guarantees.

For some contracts, tinal bonuses may also be paid. These bonuses are not guaranteed and can be withdrawn at any time.

Participating contracts payouts

The Group’s aim is that, subject 10 meeting all contractual obligations and maintaining an adequate financial position, payouts on a
participating 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 1o offer some smoothing of investment returns to parlicipating policyholders at the time
of claims due to maturity for lite 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 anlicipated cost of
smoothing on a regular basis and, in some circumstances, it may be appropriate 1o 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 payabtle 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 participaling asset shares determined on an expense basis of 0.5% pa as a contribution to
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 future 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.
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The economic assumptions for the calculation of the present value of future profits on non-participating insurance and investment

contracis are shown in the table below:

2011 2010
Risk discount rate 3.83% - 4.34% 3.81% - 4.81%
Investment returns
Equity securities 2.03% 3.59%
Property 2.03% 3.59%
Fl — annuity/protection 2.54% 3.81%
Fi — other business 2.03% 3.59%
Expense inflation 3.37% 3.95%

The table above shows the changes in the basis between 2010 and 2011. 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 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, mortality and withdrawals.

The expense and mortality assumplions 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.

A withdrawal investigation is carried out each year and assumptions are set with reference to recent levels taking into account any
trends evident. However, in general the participating business is not particularly sensitive to the overall level of withdrawals. For
non-participating insurance business appropriate allowances are made for withdrawals on cerlain 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 paricular, 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.

{aMiii) UK insurance and investment contracts - assumptions
The principal assumptions for the main UK non-participating insurance contracts are as follows:

Valuation interest rates

The valuation interest rates used are determined in acceordance with the Financial Services Authority's Integrated Prudential
Sourcebook. The process used 1o 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 varicus 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 property assets is made where necessary, to reflect sustainability and also 1o
allow for the possibility of rental defaults. For corporate bonds, a deduction is made for the risk of default which varies by the
quality of asset and the credit spread at the valuation date. 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 2011 201¢
1. Assurances
Life (includes Lifetime Protection Series) 1.70% 2.70%
Other 2.15% 3.45%
2. Annuities
Individual/group
Non-linked
Life 2.20% 3.50%
Pensions: reinsured externally 3.35% 3.85%
Pensions: not reinsured externally 4.05% 5.20%
Deferred annuities 3.65% 4.30%
Linked to RPI
Linked to RPY: reinsured externally {0.50%) 0.25%
Linked to RPI: not reinsured externally (0.35%) 0.45%
Deferred annuities linked to RPI (0.75%) 0.45%
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Notes to the Group financial statements continued

32. Insurance contracts, investment contracts and reinsurance contracts - terms,
methods and assumptions continued

(a) Heritage With Profits Fund {HWPF) continued

{a)(iii} UK insurance and investment contracts - assumptions continued

Mortality rates

The future mortality assumptions are based on histerical 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 2011 2010
1. Assurances

Litetime Protection Series Males: 67.0% TMSO00TMNOCG  Males: 72.0% TMS00/TMNGO

Females: 67.0% TFS00/TFNOCG Females: 72.0% TFS00/TFNOO

Males: 78.8% AMCO00 Males: 72.3% AMCOO

Assurances (excluding Lifetime Protection Series) Females: 80.4% AFC00 Females: 72.3% AMC00

2. Annulties

Males: 76.7% AMCO00 Males: 70.5% AMCO0

Individual and group in deferment Females: 78.3% AFCO0 Females: 70.5% AMCO00

Individual after vesting - Males: 95.6% RMCOQ0 Males: 98.4% RMCO00

Females: 99.9% RFCO00 Females: 106.6% RFC00

Group after vesting Males: 113.2% RMV00 Males: 113.5% RMV00

Females: 117.7% WADO Females: 113.8% WAQQ

In the valuation of annuities and deterred annuities issued in the UK, allowance is made for future improvements in the rates of
mortality. For 2011, this is based on Standard Life's parameterisation of the CMI_2009 mode! with long-term improvement rates of
1.9% for males and 1.5% for females. The Continuous Monrtality Investigation Bureau (CMI) are a body funded by the UK insurance
and reinsurance industry that produce industry standard mortality tables and projection bases for mortality improvemenis.
CMI_2009 is a model that was published towards the end of 2009.

Standard Life's parameterisation of the CMI_2009 model makes the following changes relative to the ‘core’ model:

+ blends period improvements between ages 60 to 80 to the long term improvement rate over a 15 year period (compared with a
20 year period in the core CMI model), and

+ assumes that cohort improvements dissipate over a 30 year period, or by age 90 if earlier (compared with a 40 year period, or
by age 100 if earlier, in the core CMI model).

For 2010, the improvement factors assumed for males were in line with the average of CMI Medium and Long Cohort projections,
with a minimum improvement of 1.6% pa. The improvement factors assumed for females were in line with 75% of the average of
CMI Medium and Long Cohort projections, with a minimum improvement of 1.3% pa and were 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 zerc at age 120.

For contingent spouses’ benefits an assumption is also made with regard to the proporiions 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 3.37% (2010: 3.95%) for UK business derived
from the expected RP| implied by current investment yields and an additional allowance for earnings inflation.

For non-participating immediate and deferred annuity coniracts 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 calcutating the liabilities for unitised regular premium non-participating insurance contracts, the administration expenses are
assumed to be identical o the expense charges made against each policy. Similar assumplions are made, where applicable, in
respect of morality, morbidity and the risk benefit charges made to meet such costs.
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{a}{iv) European business - terms, methods and assumptions

Republic of Ireland

The contracts issued in the Republic of lreland 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 malurity or on regular withdrawals on some
unitised participating contracts and guaranteed annuity oplions on some pension business.

The liabilities are calculated using a methadelogy and basis consistent with the UK appreach 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 deferred 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 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 1o date, the maturity value, and for certain contracts the surrender benefits, are subject
to 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 start date. In addition, certain contracts are subject to guaranteed annuity
amounts or guaranteed annuity factors.

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 market.

(b} Proprietary Business Fund {PBF)

Both non-participating and participating business has been written in this fund. Prior to 31 December 2011, most business was
reinsured to Standard Life Investment Funds Limited (SLIF), with the exception of protection business. On 31 December 2011, the
business previously reinsured to SLIF was recaptured by the PBF. For participating contracts written in this fund, the participating
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 contracts - 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 regular premium contracts under which a percentage of the premium is used to allocate
units in one or more internal linked funds. The major unitised pensicn products include Individual and Group Personal Pension
business, Executive Pensions, Stakeholder and Selt Invested Personal Pensions, which are classified as investment contracts.

Provision for additicnal 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 managernent charge has a maximum limit.

Unitised life business

Unitised life business comprises endowment and whole life contracts under which a percentage of the premium is used to allocate
units in one or more internal linked funds. Some of this business is classified as insurance contracts, for example Homeplan.
Others are classified as investment contracts, for example Capital Investment Bonds.

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 term assurance contracts 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.
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Notes to the Group financial statements continued

32. Insurance contracts, investment contracts and reinsurance contracts - terms,
methods and assumptions continued

{(b) Proprietary Business Fund (PBF) continued
{b}{1} UK insurance and investment contracts - terms continued

For those annuities in payment which increase at a predefined rate, the total liability at 31 December 2011 is £257m (2010: £159m)
and this represents approximately 8% (2010: 7%} of the total UK annuity business held in this fund. These are valued on the
regulatory basis with allewance for the predefined rate of increase.

If the market moves in line with the adverse market conditions as shown in Note 42(d)(iii) — Sensitivity analysis — Market risk (i.e.
change in yields on 15 year gilt fixed interest bonds of -1%), the impact on the shareholder equity from those annuities with a
predefined rate of increase and the corresponding assets is not significant.

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 2011 for RPI linked annuities in payment (including any guaranteed minimum rate of escalation)
is £365m (2010: £143m) and this represents approximately 12% (2010: 6%} of the total UK annuity business held within this fund.
These are vatued con 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 the impact on the shareholder surplus from these annuities is not significant.

{b){ii) UK insurance and investment contracts - methods

Calculation of liabilities
For unitised investment contracts the liability is based on the value of the underlying assets supporting the contracts.

The lizbilities 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 together with an appropriate
estimate of future expenses at an assumed rate of interest derived from the yields on the underlying assets.

{b)}{iil) UK insurance and investment contracts - assumptions
The principal assumptions for the main UK non-participating insurance contracts are as follows:

Vatuation 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 calculation 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 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 which varies by the
quality of asset and the credit spread at the valuation date. 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-paniicipating 2011 2010
1. Assurances
Lifetime Protection Series (term assurance/critical iliness) 1.30% / 1.70% 0.15%/2.70%
Life 1.30% 210%
2. Annuities
Individual/group
Lite 3.80% 4.55%
Pensions 3.80% 4.55%
Linked to RPI (0.15%) 0.65%
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Mortality rates
The tuture mortality assumptions are based on historical experience with an aflowance 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 2011 2010
1. Assurances

Lifetime Protection Series Males: 67.0% TMS00/TMNOO  Males: 72.0% TMS0OO/TMNOC

Females: 67.0% TFSO00/TFNOO Females: 72.0% TFSOO/TFNOO

Males: 78.8% AMCO0 Males: 72.3% AMCOO0

Assurances {excluding Lifetime Protection Series} Females: 80.4% AFCO0 Females: 72.3% AMCOQ

2. Annuities

Individual after vesting (business written after 10 July 2008) Males: 88.4% RMC00 Males: 81.0% RMCO00

Females: 92.4% RFCO00 Females: 98.6% RFC00

Individual after vesting (business written prior to 18 July 2006} Males: 95.6% RMV00 nfa

Females: 99.9% WAODO n/a

Group after vesting (business written after 10 July 2006) Males: 104.7% RMV00 Males: 105.0% RMV00

Femates: 108.9% WAQQ Females: 105.3% WADO

Group after vesting (business written prior to 10 July 2006) Males: 113.2% RMV00 n/a

Females: 117.7% WAQ0 n/a

In the valuation of annuities and deferred annuities issued in the UK, allowance is made for future improvements in the rates of
mortality. For 2011, this is based on Standard Life’s parameterisation of the CMI_2009 model with long-term improvement rates of
1.9% for males and 1.5% for females.

Standard Life’s parameterisation of the CMI_2009 model makes the following changes relative to the ‘core’ model:

* blends period improvements between ages 60 to 80 to the long term improvement rate over a 15 year period (compared with a
20 year period in the core CMI model), and

* assumes that cohort improvements dissipate over a 30 year period, or by age 90 if earlier (compared with a 40 year period, or
by age 100 if earlier, in the core CMI model).

For 2010, the improvement factors assumed for males were in line with the average of CMI Medium and Long Cohori projections,
wilth a minimum improvement of 1.6% pa. The improvement factors assumed for females were in line with 75% of the average of
CMI Medium and Lang Gohort projections, with a minimum improvement of 1.3% pa and were subject to an additional underpin so
that 100% of the CMIR17 improvements apply. From age 90 (100 in the case of delerred annuities), the minimum improvement
factors taper down to zero al age 120.

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 3.37% (2010: 3.95%) for UK business derived

from the expected RPI implied by current investment yields and an additional allowance for earnings inflation.

For non-participating immediate and deferred annuity contracts and conventional non-participating insurance coniracts, 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 iiabilities fer 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 mortality, 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.
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32. Insurance contracts, investment contracts and reinsurance contracts - terms,
methods and assumptions continued

{b) Proprietary Business Fund (PBF) continued
{b){iv) Canadian business - terms, methods and assumptions

The only Canadian business written in the PBF are stacking contracts and structured settlernent assignment contracts. These
contracts are reinsured within the Group with The Standard Life Assurance Company of Canada. Stacking contracts are a second
position insurance on accumulation contracts and vested annuities. Structured settlement assignment coniracts are in effect
annuity contracts purchased by a third party.

(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 o those in the UK.

The liabilities are calculated using a methodotogy and basis consistent with the UK approach but using assumptions appropriate to
the Irish market. The value of options and guarantees on the lrish business are measured using a methodology consistent with
the UK.

Germany

The German contracts issued in this fund mainly consist of unitised participating deterred 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 in this fund. 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 fund, and, for regular premium paying contracts and ceriain single premium contracts, a refund of premiums.

Provided all premiums have been received to date, the maturity value for certain contracts are subject to guaranteed minimum
amounts. In addition, certain contracts are subject to guaranteed annuity amounts or guaranteed annuity factors.

The liabilities are calculated using a methodology basis consistent with the UK approach but using assumptions appropriate to the
German market. The value of opticns and guarantees on the German business is measured using a methodology consistent with
the UK,

{c) Other With Profits funds
{c)i} UK Smoothed Managed With Profits Fund {UK SMWPF) - terms, methods and assumptions

This fund holds 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 cbligations 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 adjustmenis for smoothing.

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 is described in more detail in the
Principles and Practices of Financial Management for the UK SMWPF,

The methedology 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
so in the interest of policyholders or to protect the fund. The Group aims to operate smoothing 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){li} German Smoothed Managed With Profits Fund (G SMWPF) - terms, metheds and assumptions

The German smoothed managed product is a deferred annuity, which is written in the Proprietary Business Fund with the
participating element being transterred 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.
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{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 transferred to the GWPF. Centain unit prices in the GWPF are guaranteed not o
decrease. The death benefit under all the deterred annuities is the greater of the sum assured on death, 100% of the current

surrender vatue, 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 fo guaranteed minimum amounts.
In addition, contracts are subject to guaranteed annuity amounts.

The liabilities are calculaled using a methedology 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 portfolic are life contingent annuities and are classified as life insurance. However, there
are some term certain annuities classified as invesiment contracts. Most of the annuity portiolic is written on a non-participating
basis. The benefits may increase each year at a predefined rate or in fine with increases in the Canadian Consumer Price Index
(CPI1}) and will not decrease in periods of deflation.

For those annuities which increase at a predefined rate, the total liability at 31 December 2011 is £648m (2010: £642m) and these
represent approximately 13% (2010: 13%) of the total Canadian annuity business. The liability for annuities linked to CPl is
approximately £367m (2010: £385m). This represents approximately 7% (2010: 89%) of the total Canadian annuity business.

The life contingent 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 scenarias including changes in the interest rate
environment and inflation rates. For CPI-linked annuities, a 1% increase in the CPl would increase liabilities by £47m

(2010: £57m). However, inflation risk on these annuities is mitigated by investments in assets linked to inflation.

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 nen-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 1o be less than 75%
of premiums deposited into those funds, adjusted for expense charges and any withdrawals. The liability for these policies is
£1,165m at 31 December 2011 (2010: £872m).

Perspecta contracts issued up to November 2003 provided the following interest rate guarantees:

+ (0% for the Daily Interest Fund

For each 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

s 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 oftered 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 ¢an
increase their premiums up to statutory limits. The guarantees that then apply are those set when the contract was efiected.

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 £46m (2010: £31m). At 31 December 2011, the
liability for all the TIFs (i.e. pre and post November 2003) is £109m (2010: £55m).
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32. Insurance contracts, investment contracts and reinsurance contracts - terms,
methods and assumptions continued

(d) The Standard Life Assurance Company of Canada {SLCC) continued
{(d)}{i) Business written in Canada continued

Accumulation contracts

This calegory 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 individuat product is
non-participating and offers a death benefit guarantee of the greater of the fund value and 100% of the net deposits. Since it offers
a significant insurance risk on capital guarantees, the individual product has been classified as insurance.

Provided that the monies have been invested for a minimum of 10 years, the maturity benefit is the greater of the fund value and
75% of deposits at the annuity commencement date less any cash values previcusly paid out. Otherwise the maturity benefi is the
fund value. The cost of the guarantee has been calculated in accordance with local regulations and results in a provision of £27m
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) products

BRIF and LIF products are non-participating investment 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 regulatery minimum. The unit linked version ofters guarantees on death and maturity similar
to the individual product described above.

Conventional Jife business

Conventional lite 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 whote 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
participating whole fife policies i1 is guaranteed that the interest on policy loans will not exceed 6%. There are some pardicipating
policies where it is guaranteed that the annual interest rate credited will be at least 4%.

{d){ii) Canadian business - methods

The participating insurance contracts are set aside in a distinct fund from the other 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 panticipating 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 guaranteed 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 Ganadian regulations, adjusted where appropriate to comply with UK accounting principles.

Under Canadian regulations, 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 environments. Under each scenario the assets required
to support the liabilities are the value of assets which will achieve zero surplus at the end of the projection period. The liability is set
equal 1o the greatest value of the required assets.
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{d){iii) Canadian business - assumptions

The Canadian economic environment at 31 December 2011 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 befow:

Yield curve — by duration 2011 2010
6 months 0.90% 1.14%
1 year 0.96% 1.39%
2 years 0.84% 1.64%
3 years 1.03% 1.91%
5 years 1.34% 2.44%
7 years 1.65% 2.79%
10 years 2.03% 3.14%
20 years 2.48% 3.57%
30 years 2.48% 3.54%
The following table shows other key investment returns used in the asset and liability projections under CALM:

investment returns 2011 2010
Equity securities 6.94% 6.94%
Property 6.92% 6.92%

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 equity securities 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

2011

2010

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 fable (where base
table is 75-76% of CIA 97-04)

with new internally developed
projection scale CAN1921-2004 M/F
{2012)

75%-108% of CIA 97-04

with new internally developed
projection scale CAN1921-2004 M/F
{2012)

19%-93% of |AMB3M/AMB3F
with internally developed projection
scale CAN1921-2004 M/F (2012)

85%-103% of GAM94M/GAMISF
with internally developed projection
scale CAN1921-2004 M/F (2012)

65%-120% of base table {where base
table is 78% of CIA 97-04)

76%-113% of CIA 97-04

53%-100% of IAMB3M/IAMB3F
with internally developed projection
scale CAN1921-2004 M/F (2011)

92%-111% of GAMI4M/GAMS4F
with internally developed projection
scale CAN1921-2004 M/F (2011)

Mortality assumptions are derived from studies performed during 2011, with data to 2010, using 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 acluarial standards of practice for use in local regutatory reperting.

(e)

Healthcare business - terms, methods and assumptions

The contracts issued by Standard Life Healthcare Limited mainly consisted of individual and corporate private medical insurance
preducts 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 mest accurate method for calculating the propontion of premium

accounted for in periods up to the accounting date that was

attributable 1o 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.

Outstanding claims comprised provisions for the claims incurred up to, bul not paid at, the reporting date, whether reported or not.

Commission payable was deferred on the same basis as unearned premiums.
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32. Insurance contracts, investment contracts and reinsurance contracts - terms,
methods and assumptions coniinued

(f} Reinsurance contracts - terms, methods and assumptions .

The Group limits its exposure to loss within insurance operations through participation in reinsurance arrangements with
reinsurers. The Group's most significant reinsurance arrangements are described below.

On 14 February 2008, Standard Life Assurance Limited (SLAL)}, a wholly owned subsidiary of the Company, reinsured a portiolio of
annuity contracts held within the HWPF with Canada Life International Re {the reinsurer). In order o 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 depesit at a floating rate. In respect of this arrangement SLAL holds a ring fenced pool of
assets. Refer to Note 42 — Risk management for details of the deposit back and alsc io Note 4 — Expenses under arrangements
with reinsurers. A floating charge over the ring fenced pool of assels has been granted 1o the reinsurer.

The Standard Life Assurance Company of Canada (SLCC) has entered into contracts 1o reinsure mortality risk arising under the
Universal Life insurance contracts it has issued. Under these contracts the reinsurers receive regular reinsurance premiums
throughout the period until death claims arise on the underlying contracts based on payment schedules established at inception of
the reinsurance contract. SLCC receives payments from the reinsurers on the death of the Universal Life policyholders to cover the
death benefit due.

Amounts recoverable from or due to reinsurers under each reinsurance contract 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 or reinsurance liabilities respectively.

Even though the Group may have reinsurance arrangemenits, it 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 contracts, investment contracts and reinsurance contracts

2011 2010

Notes £m . £m

Non-participating insurance contract liabilities 33(a) 25,048 23,564
Non-participating investment contract liabilities 33(b) 77,510 75,600
Non-participating contract liabilitles 102,558 99,164
Participating insurance contract liabilities 33(a) 16,509 17,357
Participating investment contract Habilities 33{a) 15,319 15,329
Unaltocated divisible surplus 34 725 788
Participating contract liabilities 32,553 33,474

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-participating 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, 1o 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 jund.

These components are apportioned in arriving at the amount of participating contract liabilities and unallocated divisible surplus as
follows:

201 2010

£m £m

Participating contract liabilities before apportionment 31,385 32,374
Apportionment of non-participating PVFP 443 312
31,828 32,686

Participating insurance contracts 16,509 17,357
Participating investment contracis 15,319 15,329
Participating contract fiabilities after apportionment 31,828 32,686
Unallocated divisible surplus before apportionment 1,674 1,996
Apportionment of nen-participating PVFP {949) (1,208)
Unallocated divisible surplus after apportionment 725 788
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(a) Insurance contracts, participating investment contracts and reinsurance contracts

The movement in insurance contract liabilities, participating investment contract liabilities and reinsurance contracts during the year

was as follows:

Participating Non-participating Participating Total
insurance insurance investment insurance and
contract contract contract patticipating  Reinsurance
liabilities liabilities liabilities contracts contracts Net
2011 £m £m £m £m £m £m
At 1 January 17,357 23,564 15,329 56,250 (6,962) 49,288
Expected change (1,014) (523) (658) (2,195) 301 (1,894)
Methodology/modelling changes {11) (7) 14 (4) - 4)
Effect of changes in:
Economic assumptions {37) 1,309 176 1,448 {292) 1,156
Non-economic assumptions ! (245) 18 {226) 385 159
Effect of:
Economic experience 325 595 438 1,358 {23) 1,335
Non-economic experience 38 (507} (51) (520) 18 (502)
New business 30 1,013 76 1,119 (6) 1,113
Total change in contract liabilities (665) 1,635 10 980 383 1,363
Foreign exchange adjustment {183) {151} (20) {354) 6 (348)
At 31 December 16,509 25,048 15,319 56,876 (6,573) 50,303
Reinsurance assets {6,818)
Reinsurance liabilities 245
(6,573)

Due to changes in economic and non-econcemic 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 assumplions
and, to a limited extent, improvements in modelling techniques.

Non-economic assumptions change of £159m (net of reinsurance) includes an increase of £105m (net of reinsurance) in respect of

changes in Canadian mortality assumptions. This increase is primarily in respect of a change in mortality improvement rates.

Economic assumptions reflect changes in fixed income yields, leading to lower valuation rates on non-participating business, and
other market movements. Economic assumptions also include a decrease in liabilities of £77m as a resull of changes, introduced
by management, in respect of the long-term asset allocation assumptions in Canada.

Following demutualisation it 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 tc 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 movement in the

residual estate.

Participating Non-participating Participating Total
insurance insurance  investment insurance and
contract contract contract participating  Reinsurance
liabilities {iabilities liabilities contracts contracts Net
2010 £m £m £m £m £m Em
At 1 January 16,568 22,164 14,993 53,725 {7,032) 46,693
Expected change (362) {525) (5486) (1.433) 307 {1.126)
Methodology/modelling changes 2 (1) 8 (1} (7} {8)
Effect of changes in:
Economic assumptions 38 583 2 623 {251) 372
Non-economic assumptions {34) {43) (12) {89) 54 {35)
Effect of:
Economic experience 1,062 536 769 2,367 (19} 2,348
Non-economic experience 146 {434} 57 (231) 15 (216)
New business 39 816 a0 945 (2) 943
Total change in contract liabllities B9 922 368 2,181 97 2,278
Foreign exchange adjustment {102) 625 {32) 491 (31) 460
Movements atiributable to
discontinued healthcare operations - {147} - (147) 4 {143)
At 31 December 17,357 23,564 15,329 56,250 {6,962) 49,288
Reinsurance assets (6,962)
Reinsurance liabilities -
{6,962)
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33. Insurance contracts, investment contracts and reinsurance contracts
continued

{b) Non-participating investment contracts
The change in non-participating investment contract liabilities was as follows:

2011 2010

£m Em

At 1 January 75,600 63,728
Contributions 11,904 11,145
Initial charges and reduced allocations N (9
Account balances paid on surrender and other terminations in the year (8,525) (7.589)
Investment return credited and related benefits (757) 7,740
Foreign exchange adjustment (305) 955
Recurring management charges {400) (370}
At 31 December 77,510 75,600

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 terms of the panicular treaty) within a reinsured class of business.

34. Movement in components of unallocated divisible surplus (UDS)
The movement in the UDS was as follows:

2011 . 2010
£m £m
At 1 January 788 791
Change in UDS recognised in the income statement {87) (22)
Change in UDS not recognised in the income statement {11} 2
Foreign exchange adjustment 35 17
At 31 December 725 788
35. Financial liabilities
2011 2010
Notes £m £m
Financial liabilities 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 net investment hedges 22 2 25
Derivative financial instruments designated as held for trading 22 1,100 898
Total financial liabilities classitied as held for trading 1,102 924
Designated upon initial recognition:
Non-participating investment contract liabilities 43 74,673 72,670
Third party interest in consolidated funds N 8,428 5,454
Total financial liabilities designated upon initial recognition 83,101 78,124
Total financial liabilities at falr value through profit or loss 84,203 79,048
Financial liabilities measured at amortised cost:
Non-participating investment contract liabilities 43(d) 2,837 2,930
Deposits received from reinsurers 6,036 6,021
Borrowings 36 170 245
Subordinated liabilities 37 1,186 1,799
Other financial liabifities 40 2,603 1.826
Total financial liabilities recognised at amortised cost 12,832 12,821
Total financial liabilities 97,035 91,869
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36. Borrowings

2011 2010

Notes £m £m

Bank overdrafts 25 62 104
Other 108 141
Borrowings 170 245

Included within bank overdrafts of £62m (2010: £104m) is £32m (2010: £35m) relating 1o unpresented cheques.

37. Subordinated liabilities

2011 2010
Principal Carrying value Principal Carrying value
amount £m amount £m

Subordinated guaranteed bonds:
6.75% Sterling fixed rate perpetual £500,000,000 502 £500.000,000 502
6.375% Euro fixed/floating rate due 12 July 2022 €62,780,000 54 €750,000,000 660
Mutual Assurance Capital Securities:
6.546% Sterling fixed rate perpetual £300,000,000 315  £300,000.000 315
5.314% Euro fixedffloating rate perpetual €360,000,000 315 €360,000.000 322
Subordinated liabilities 1,186 1,799

The difference between the fair value and carrying value of the subordinated kabilities is presented in Note 43(d) ~ Fair value of
financial 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, with the exception
of the outstanding 6.375% Euro fixed/floating subordinated guarantee bonds due 2022 that are redeemable at par at the option of
the Company in July 2012 and are therefore expected 1o be settled within 12 months. The accrued interest on subordinated
liabilities of £52m (2010: £71m) 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 subordinated 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 inlerest 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.

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 cn 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 of 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 1o the Sterling bonds; the
date of any redemption or purchase of Sterling bonds, or the commencement of winding up of the Company or SLAL.

Following a tender process in respect of its Euro denominated 6.375% fixed/floating rate subordinated guaranteed bonds due 2022
(the Bonds), the Company announced on 12 September 2011 that it had agreed to purchase €687,220,000 of the Bonds at a

purchase price of €10,200 per €10,000. After settlement on 14 September 2011, €62,780,000 in aggregate principal amount of the
Bonds remain outstanding.

The maturity date for the remaining Euro denominated bonds is 12 July 2022 and all outstanding cbligations under the instruments
become immediately due and payable on this date. There are specific conditions surrounding the solvency of SLAL, which allow
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 unti! the lega! final
maturity in July 2022. From 12 July 2012, the Euro bonds will bear interest quarterly in arrears at a floating rate determined by the
three month Euro deposit rate in the event that they are not redeemed at par at the option of the Company.

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 cf the helders of the MACS to payment under the guarantee will rank below the
claims of all senior creditors of SLAL including policyholders.
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37. Subordinated liabilities continued

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 interest at a rate of 6.546% per annum
payable annually in arrears on 6 January each year, commencing on 6 January 2006. From and including 6 January 2020 and
every fifth anniversary thereaiter, these MACS will bear interest annually in arrears based on the aggregate of a margin plus the
gross redemption yield of the specific gilts.

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 quarterly 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 mandalorily deferred on
any interest payment date on which the Company does not satisfy certain specified solvency conditions. SLAL has corresponding
mandatory deterral 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 MACS 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 foan note to 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 discreticnary 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.

Definad 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
option 10 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 otherwise 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. The UK scheme is closed 1o new
entranis.

Contributions to plans
The following table shows the actual contributions made to the ptans in 2010 and 2011:

Defined benefit Defined contribution
201 2010 2011 2010
£m £m £m £m
UK — normal funding 30 31 9 8
UK - additional contributions 20 70 - -
Canada 5 4 4 4
Ireland 1 2 - -

Expected contributions to the plans in 2012 are as follows:

Defined benefit Defined contribution

2012 2012

£m £m

UK — nermal funding 29 9
UK - additional contributions 20 -
Canada 5 4
Ireland 2 -
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Total contributions 1o the UK defined benelit scheme in the year to 31 December 2011 include additional contributions of £20m
(2010: £20m) paid in accordance with an existing agreement with the scheme trustees. Additional contributions were made in the
year to 31 December 2010 as a result of the disposal of Standard Life Healthcare Limited and Standard Life Bank pic, 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.

Canada — post-retirement medical benefits

In Canada, certain scheme plans provide employees with post-retirement medical benefits. A 1% peint change in assumed medical
cost trend rates would have the following effects:

One percentage point One percentage point One percentage point One percentage point

increase increase decrease decrease

2011 2010 2011 2010

£m £m £m £m

Effect on defined benefit obligation 5 4 {4) (3}

{a) Analysis of amounts recognised in the consolidated income statement

The amounts recognised in the consolidated income statement for defined contribution and defined benefil schemes are as
follows:

2011 2010

Notes £m £m

Current service cost (60} (67)
Interest cost on benefit obligation (107) {110)
Expected return on plan assets 136 19
Past service cost 64 59
Credit recognised in the consolidated income statement i a3 1

Contributions made to defined contribution plans are included within current service cost, with the balance attributed to the Group's
defined benefits schemes.

In 2011, a credit from past service costs of £64m (2010: £59m) was recognised as a result of a change in the basis of future
pension discretionary increases in the UK staff pension scheme.

(b) Actuarial gains and losses recognised in the consolidated statement of comprehensive

income

The actuarial (losses)/gains recognised in the consolidated statement of comprehensive income are as follows:
2011 2010
£m £m
Actual return less expected return on schermes’ assets 385 204
Experience gains and losses arising on schemes’ liabilities - 2)
Changes in assumptions underlying schemes’ liabilities (264) (18}
Surplus not recognised (209) -
Actuarial (losses)/gains in the consolidated statement of comprehensive income {88) 184

Under the guidance contained in IFRIC 14 IAS 13 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and
their Interaction, when measuring the defined benefit asset, £209m (2010: £nil) of the surplus is not considered recoverable.

The cumulative amount of actuarial gains recognised in the statement of comprehensive income since 16 November 2003, the
date of adoption of IFRS, is £145m {2010: £233m).

The actuarial losses for the year ended 31 December 2011 of £88m (2010: gain of £184m) were recognised directly in retained
earnings.
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38. Pension and other post-retirement benefit provisions continued
{¢} 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 assels is as follows:

2011 2010

UK Canada Ireland Total UK Canada Ireland Total

£m £m £m £m £m £m £m £m
Present value of funded obligation (1,972) (215) (54) (2,241} ({1,724) (175) 51 {1,950)
Present value of unfunded obligation - {68) - (68) - {56) - {56)
Fair value of scheme assets 2,519 179 58 2,756 2,005 175 48 2,228
Adjustment for unrecognised past service costs - {5) - (5) - (6) - (6)
Surplus not recognised {209) - - {209) - - - -
Net asset/(liability) in the consolidated statement of
financial position 33s (109) 4 233 281 (62) {3) 216

The Group also recognises a net liability of £6m (2010: £6m) arising from a scheme with a total defined benefit obligation of £6m
(2010: £6m} administered for the benefit of employees in Germany, resulting in a combined net asset presented in the statement of
financiat position of £227rn (2010: £210m).

(d} Defined benefit obligation
The movement in the present value of defined benefit obligation is as follows:

2011 2010
£m £m
At 1 January 2,012 1,924
Foreign exchange differences 5) 14
Current service cost a7 ' 55
Interest cost 107 ‘ 110
Actuarial losses 264 20
Past service cost {64) (59
Benefits paid (46) : {52}
At 31 December 2,315 2,012
The defined benefit obligation is as follows:
2011 2010
£m £m
Wholly unfunded 75 62
Wholly funded 2,025 1,950
Partly funded 215 -
Total defined benefit obligation 2,315 2,012
{e) Plan assets
The changes in the fair value of plan assets are as follows:
2011 2010
£m £m
At 1 January 2,228 1,836
Expected return on scheme assels 136 119
Actuarial gaing 385 204
Contributions by employer 56 107
Foreign exchange ditference on foreign plans () 12
Senefits paid {44) (50)
At 31 December 2,756 2,228
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The distribution of the fair value of the plan assets at 31 December is as follows:

201 2010

UK Canada Ireland Total UK Canada treland Total

£m £m £m £m £m £m £m £m
Equity securities 472 89 s 596 490 127 23 640
Bonds —government 457 64 - 521 317 45 20 383
Bonds - corporate 7N - 703 577 - 5 582
Property 52 - 61 47 - - 47
Cash and cash equivalents 422 - 23 445 504 - - 504
Derivatives 415 - - N5 70 - 70
Cther - 15 - 15 - 2 2
Total 2,519 179 58 2,756 2,005 175 48 2,228

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 to better match the scheme’s liabilities and to execute
specific strategies as defined within the scheme’s investment guidelines. Derivative holdings may lead 1o increased or decreased
exposures to the physical asset categories disclosed above.

The expected return on plan assets is based on market expectations at the beginning of the period for returns over the entire life of
the related benefits obligations. The expected return by geography is as follows:

2011 2010
UK Canada Ireland UK  Canada Ireland
% % % % %o %
Expected return on plan assets 5.45 5.75 4.00 §.15 7.00 5.00
The actual return on plan assets during 2011 was £521m {2010: £323m).
(f) Principal assumptions
The principal economic assumptions used in determining the year end pension benefit obligation for the Group’s plans are as
follows:
2011 2010
UK Canada Ireland UK Canada treland
% Yo Y% % Yo Yo
Rate of increase in salaries 4.45-5.45 3.50 3.50 465565 3.50 3.50
Rate of increase in pensions 285 1.33 1.00 3.05-3.65 1.33 1.00
Discount rate 4.60 4.50 510 5.30 5.50 5.25
Inflation assumption 2.85-3.45 2.00 2.00 3.05-3.65 2.00 2.00

The valuation of scheme liabilities is sensitive primarily 1o both the assumed discount and inflation rates and in particular to the
difference between these two rates. A reduction of ten basis points in the discount rate used to value the UK scheme would
increase the detined benefit obligation by £49m (2010: £43m).

The most significant non-economic assumption is that made in respect of morality post-retirement. The mortality tables {along with
sample complete expectations of life) are illustrated below:

Normal Expectation of life
Retirement Male, age today Female, age today
2011 Table Improvements Age (NRA) NRA 40 NRA 40
UK Scheme specific basis  ‘Double entry' table, CM! 60 28 30 29 30
reflecting membership cohort projections with
demographics underpin
Canada UP94 proj to 2015 scale AA 63 21 23 24 25
Ireland PNMLOO Projected ta 2025 60 28 31 30 32
Normal Expectation of life
Retirement Male, age today Female, age today
2010 Table Improvements Age (NRA) NRA 40 NRA 40
UK Scherne specific basis  ‘Double entry” table, CMI 60 28 30 29 30
reflecting membership cohort projections with
demographics underpin
Canada UP94 proj 10 2015 scale AA 63 21 19 23 22
Ireland PNMLOO Projected to 2025 80 28 31 29 32
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38. Pension and other post-retirement benefit provisions continued
(g) History of experience gains and losses

2011 2010 2009 2008 2007
£m £m £m £m £m
Present value of the defined benefit obligation 2,315 2.012 1,924 1.513 1,587
Fair value of the plan assets 2,756 2,228 1,836 1,629 1,384
Adjustment for unrecognised past service costs (5) (6) (6) {5) -
Net surplus/{deficit) in the plans 436 210 (94) M {203)
Surplus not recognised 209 - (153) 153 -
Experience adjustments on plan liabilities (264) {20) {329} 207 22
Experience adjusiments on plan assets 385 204 99 107 (25)
39. Deferred income
201 2010
£m £m
At 1 January 382 371
Additions during the year 83 83
Released to the income statement as fee income (76) (71)
Foreign exchange adjustment (1) (1)
At 31 December 388 382
The amount of deterred income expected to be settled after more than 12 months ts £318m (2010: £313m).
40. Other financial liabilities
2011 2010
£m £m
Contingent commissions 65 61
Amounts payable on direct insurance business 319 325
Amounts payable on reinsurance contracts 26 26
Qutstanding purchases of investment securities 204 131
Accruals 285 304
Creation of units awaiting settlement 68 75
Cash collateral held in respect of derivative contracts 1,070 396
Property related liabilities 250 232
Other 316 276
Other financial liabilities 2,603 1,826
The amount of other financial liabilities expected to be settled after more than 12 months is £15%m (2010: £161m).
41. Other liabilities
2011 2010
£m £m
Provisions 17 10
Other 109 107
Other liabilities 126 117
Provisions comprise cbligations in respect of compensation, litigation, staff entitlements, recrganisations and onerous contracts.
The movement during the year was as follows:
2011 2010
£m £m
At 1 January 10 21
Charged/{credited) to the consolidated income statement:
Addifional provisions 13 6
Unused amounts reversed (4} (6)
Disposal of subsidiaries - (6)
Used during the year (5) (5)
At 31 December 17 10

The amount of other liabilities expected to be settled after more than 12 months is £6m (2010: £1m).
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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 to make
informed decisions to create and protect value in the Group's activities. The Group is proaclive in understanding and managing the
risks to its objectives at every level and ensuring that capita! 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, controlted and monitored consistently, objectively and holistically. The ERM Framework is
built around a robust governance structure. The ‘Three Lines of Defence’ are an important part of this structure providing clearly
defined roles and responsibilities:

First line: Day-to-day risk managerment is delegated from the Board to the Chief Executive Officer (CEQ) and, through a
system of delegated authorities and limits, 10 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 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 Commitiee.

The-CEO 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
» The Group's overall corporate strategy

The ERMC supports the CEQ 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

Risks are monitored and controlled by ‘business units’ where the Group defines "business units’ according 1o the materiality,
purpose and strategic significance of the activities that are undertaken. The definition of ‘business unit’ is not constrained by the
Group's legal structure which is such that where an event gives rise to a loss, that loss may not always be fully attributable to
equity holders. This possibility arises in particular in respect of participating business where losses will be atiributed 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 lesses attributable to the Heritage
With Profits Fund (HWPF). Consequently, within this Note, guantitative 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 holders. Quantitative
information is presented as follows: UK and Europe life and pensions, Canada and other business units.,

(b)}{i} UK and Europe life and pensions

UK and Eurepe life and pensions is subdivided 1o separately present the risks bome by the HWPF and other with profits funds,
other funds business and unit linked business.

HWPF and other with profits funds

This comprises the HWPF, the UK Smoothed Managed With Profits Fund, the German Smoothed Managed With Profits Fund and
the 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.

Other funds business

This comprises Standard Life Assurance Limited Shareholder Fund (SHF), Standard Life Assurance Limited Proprietary Business
Fund (PBF) and Standard Life International Limited (SLIL).

Unit linked business
This comprises unit linked business held within the PBF and SLIL.

On 31 December 2011, the business of Standard Life Investment Funds Limited (SLIF) was transterred to the SHF and the PBF
under a court approved scheme pursuant to Part VIl of, and Schedule 12 to, the Financial Services and Markets Act 2000.This
transaction had no impact on the risk profile of the UK and Eurcpe life and pensions business unit.

(b)(ii) €anada
Canada is subdivided to separately present the risks borne by segregated and non-segregated funds business.
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42. Risk management continued

(b} The Group structure continued
{bXill) Other business units

Other business units include the activities of the Company, Standard Life Investments Limited, Standard Life (Asia) Limited and
other operations. Other business units previously included SLIL. The 2010 comparatives have been revised to reflect the
reallocation of SLIL to UK and Europe life and pensions.

(¢) Risk identification and assessment

The Group classifies the risks to which it is exposed as follows:

* Market risk

+ Credit risk

» Demographic and expense risk

» Liquidity risk

¢ Operational risk

Each of these classifications is defined and described in the sections of this Note that follow.

Concentrations 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 IFRS profit 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} Market risk

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 1o these, fluctuating by differing amounts.
The Group manages such risks through the use cf a number of specific controls and technigues 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/fiability modelling

» Active use of derivatives to improve the matching characteristics of 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 holdings
and the return on those holdings.

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 absclute 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

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.

Information on the methods used 1o determine fair values for each major category of financial instrument and investment property
measured at fair value is presented in Note 43 — Fair value of financial assets and fiabilities and Note 17 — Investment property.

(d)i){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 oplions embedded in loans and advances to customers.

Insurance and investment contract liabilities exposed to interest rate risk principally comprise 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 debt securities, loans and derivative
financial instruments.
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{d)}{i}{iii) Foreign currency risk

The Group defines foreign currency risk as the risk that the value of overseas operations and profils generated by them falls in
Sterling terms.

The Group's financial assets are generally 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 to meet the expectations 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 foreign currency risk that is permitied.

The principal source of foreign currency risk for equity holders arises from the Group's investments in overseas subsidiaries and
joint ventures, primarily its Canadian subsidiary. Hedges exist to limit the size of the exposure relating 1o the investment in Canada.
Equity holders have limited direct exposure to the Euro.

During the year, in response to concerns regarding the Eurozone, the Group performed a review of the potential impact of one or
mare countries ceasing 1o use the Euro and establishing a new national currency. The review concluded that no management
action was considered necessary in respect of this risk however the situation in Europe continues to be monitored.

(d){li) Market risk concentrations

Financial investments, reinsurance assets and invesiment 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 assets as
follows:

201 2010
£m £m
Total financial investments, reinsurance assets and investment property of Standard Life Group
UK and Europe lite and pensions
Heritage With Profits Fund and other with profits funds 51,149 51,015
Other funds excluding unit linked business’ 5,223 5,555
Unit linked business' 66,449 64,393
Canada
Non-segregated funds 11,579 1,211
Segregated funds 12,855 12,511
Other business units’ 1,207 1,108
148,552 145,794
Non-controlling interests and third party interest in consolidated funds:
Financial investments 7,928 5,022
Investment property 1,312 1,103
9,240 6,125
Intangible assets 200 135
Deferred acquisition costs 920 881
Investments in associates and joint ventures accounted for using the equily method 2n 238
Property, plant and equipment 160 164
Pension and other post-retirement benefits assets 342 281
Deferred tax assets 210 201
Other assets 228 297
2,331 2,197
Total assets 160,123 154.116

' As set out in Note 42(b) — Risk management - The Group structure, there has been a reallocation of SLIL from the other business unit to UK and Europe life and

pensions. The 2010 comparatives have been updated to reflect this.

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 2011 and

31 December 2010. The information presented excludes the share of assets attributable to third paries which are included in the
consoclidated 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 consclidated 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)ii} Market risk concentrations continued

UK and Europe life and pensions: HWPF and other with profits funds
Financial investments, reinsurance assets and investment property £51,14%m (2010: £51,015m)

2011 2010
L}
Reinsurance Other financial Investments in Other fingncial assets
Cashand cash as-"e"‘ aasem associates andjoint  Reinsurance assets 2%

equn-alenm ventures 13%
Investment
propemes In\asn-nantpmpemes

Deit ;;::ﬁﬁ“ Debt secunhes
Equity securities Equity securities
18% 18%

' As aresutt of the split presentation of UK and Europe life and pensions, other financial assets include ‘intra-fund’ balances.

The assets of the 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
paymeni.

The key considerations in asset and liability management of the HWPF are:

+ The economig liability and how this varies with market conditions

» The need to invest assets supporting participating business in a manner consistent with the participating policyholders’
expectations and the HWPF's Principles and Practices of Financial Management (PPFM)

+ The need to ensure that regulatory reserving and capital 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 components of which some are sensitive to
market movements. Investment returns are specifically excluded from the catculations and are borne by the HWPF, and will
ultimately impact the returns to the HWPF participating policyholders.

Following the demutualisation of SLAC, new participating business is written in the Proprietary 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 to 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 to support the financial
position of the HWPF. The equity holder is alsc 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 shortfall.

The decrease in investments in associates and joint ventures and increase in cash and cash equivalents reflects the impact of the
restructuring of two sub-funds of Standard Life Investments (Global Liquidity Funds} plc. Refer to Note 16 — Investments in
associates and joint ventures for further details.
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UK and Europe life and pensions: Other funds business, excluding unit linked business
Financial investments £5,223m (2010: £5,555m)

2011 2010
Other financial Other financlal
assets assets
Cash and cash 13% 12%
equivalents Cash and cash
% equivalents
17%
Dabt securities
80% Debt securities.
7%

As a result of the split presentation of UK and Europe life and pensions, other financia! assets include “intra-fund’ balances.

There has been a reallocation from cash and cash equivalents to debt securities at 31 December 2010, Refer to Accounting policy (a) — Basis of preparation.

As set out in Note 42(b) - Risk management — The Group structure, there has been a reallocation of SLIL from the other business unit to UK and Europe life and
pensions. The 2010 comparatives have been updated to reflect this.

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 business
Financial investments and investment property £66,449m (2010: £64,393m)

2011 2010
Investments in Cash and cash
associates and joint eguivalents
Cash and cash Other fnancial ur;t:as %
qui s L Debtsecurities Other financial assets
Investment 7% 2% 28% 1%
ptaperties Investment preperties

5% Debt securites
6% x 24%

Equity securities Equity securities
57% 62%
As a result of the split presentation of UK and Europe life and pensiens, other financial assets include ‘intra-fund’ balances.
There has been a reallocation from cash and cash equivalents 1o debt securities at 31 December 2010. Refer to Accounting policy (a) — Basis of preparation.

As set out in Note 42{b) ~ Risk management - The Group structure, there has been a reallocation of SLIL from the other business unit to UK and Europe life and
pensions, The 2010 comparatives have been updated to reflect this.

Assets within the unit linked business are largely managed in accordance with the mandates of the particular funds, and lesses,
occurring as a result of market risk, are normally attributed to those funds. The exposure of equity holders to the market risk of
these assets is predominantly limited to variations in charges arising as a consequence of changes in the fair value of assets under
management.

The decrease in investments in associates and joint ventures and increase in cash and cash equivalents reflects the impact of the
restructuring of two sub-funds of Standard Life Investments (Global Liquidity Funds) plc. Refer to Note 16 — Investments in
associates and joint ventures for further details.
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42. Risk management continued

(d) WMarket risk continued
{d)(ii) Market risk concentrations continued

Canada: non-segregated funds
Financial investments, reinsurance assets and investment property £11,579m {2010: £11,211m)

2011 2010
Reinsurance assets
2% Other !nancml assels
Remsurance assets

Loans and Other ﬁnanc:aj assets
Loans angsr;celvables receivables
25%
Cash and cash
equlvalents Cash and cash
equmlerrls
hvestrrent propemes
lmestment pmperlles
Debt secumm Debt securities
Equity securities Fauity secuntles T

4%

Equity holders are exposed to market risks from Canadian non-segregated fund business including losses from mismatches
between financial assets and liabilities. Equity holders also have exposure to variations in the cost of meeting guarantees to
policyholders in respect of certain contracts, which may arise as a consequence of changes in the value of underlying assets.
Derivatives may be used to manage this risk.

Canada: segregated funds
Financial investments and investment property £12,855m (2010: £12,511m)

2011 2010
Cash and cash
squivalents Cther Anancial vestment  Cash and cash
FrveatTient 2% assels propesties eguialents
properties 1% 3% %

4%

Oabt securities Debt securities
_\mm 26%

Equity securibes Equity securities
6% 70%

Simitar 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.
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Other business units
Financial investments and investment property £1,297m (2040: £1,109m)

2011 2010
Other financial
Rei Cther financial asasfy Debt securitioa
einsursance asgets 16% 30%
assets 12% Debt securities L“F;:'::
" iy 1%
Equity securites
Cash and cash Equity tios 9%
equivalents q 12% Cash and cash imveatment
3% equivalents properies
43% %

' There has been a reallocation from cash and cash equivalents to debt securities at 31 December 2010. Refer to Accounting policy (a) — Basis of preparation.

As set out in Note 42(b) — Risk management — The Group structure, there has been a reallocation of SLIL from the other business unit to UK and Europe life and
pensions. The 2010 comparatives have been updated to refiect this.

Cash and cash equivalents primarily represent assets of the Company and the assets held to support the liabilities, capitat
requirements and strategic aclivilies of Standard Life Investments Limited. The remaining assets predominantly represent assets
managed by Standard Life (Asia) Limited where the exposure of equity holders to the market risk of the assets is limited 1o
variations in charges arising as a consequence of changes in the fair value of the 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 rates 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 differ
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 finked 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 2011 there is no direct
impact of market risk on the sensitivity of GWPF. However, there is an indirect impact on PBF due to a realistic Capital Support
Arrangement (CSA) that was introduced during 2011 for the GWPF. This provides support by reducing the liability to transfer future
annual management charges to the PBF hence increasing the assets on the balance sheet to the extent necessary to avoid a
realistic deficit (if possible). There is no impact on GWPF participating liabilities. If support is provided under the realistic CSA,
there is an increase in expense reserves in the PBF. Further realistic support would be required for the decrease in interest rate
sensitivity and this is included within the non-participating insurance contract liabilities in the table below.

Earnings over a period may be reduced as a consequence of the impact of market movements on charges levied on unit linked
business, segregated fund business and other with profits fund business with the exception of the GWPF. 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 expeciations of
corporate earnings 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.

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 to 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 sensitivity 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.
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42. Risk management continued

{d} Market risk continued

{d){(iii) Sensitivity analysis - market risk continued

Equity Property Interest
201 +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 - - - - - - - 343 (422)
Nen-participating investment contract
liabilities - - - - - - - - -
Deferred acquisition costs - - - (5) - - - - -
Assets backing - non-participating liabilities - - - - - - (337) 402
Financial assets - - - - - - - {54) 50
- - - (5) - - - - (48) 30
Canada
Non-participating insurance contract
liabilities - 3) 3 (9) 42 (35) 80 {78} 488 (884)
Non-participating investment contract
liabilities - - - - - - - - - -
Participating insurance contract liabilities (14) 14 (27} 27 (8) 8 (16) 16 28 (35)
Assets backing - participating insurance
contract liabilities 14 (14) 27 {27) 8 (8) 16 {16} (28) 35
Assets backing — non-participating insurance
contract liabilities 16 (16) 33 (33) 41 (41} 82 (82} (482) 626
Assets backing — non-participating
investment contract liabilities - - - - - - - - (39) 46
Other assets and liabilities 1 1 3 5 37 (37} 73 {73} (48) 57
17 (18) 39 (37) 120 (113) 235 (233) (81) (155)
Other business units
Other assets and liabilities 1 M (2) - - - - 4 (4)
1 {1 (2) - - - - 4 4
Total 18 (19) a1 (44) 120 (113) 235 (233) (125) {129)

1

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 investment or insurance contracts.
The amounts in the table above are presented net of tax.
A positive number represents a credil 1o the cansolidated income statement,

2

For Canada’s non-participating investment business the liability does not change in the circumstances considered, as it is
measured on an amertised cost basis. Given that some of 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 reporied in respect of Canada.

Canada's non-participating insurance contract liabilittes are valued using the Canadian Asset Liability Method (CALM), which
seeks to find asset cash flows that match the expected future Yiability 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. At 31 December 2011, the low yields in Canada have resulted in the
assumed reinvestment rates used in the valuation of the non-participating insurance contracts under CALM becoming more
sensitive to a fall in interest rates. This is reflected in the sensitivity analysis above.
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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 - - - - - 265 (321)
Non-participating investment contract
liabilities - - - - - - - - - -
Deferred acquisition costs - - - - - - - - -
Assets backing — non-participating liabilities - - - - - - - {277) 336
Financiat assets - - - - - {79) 90
- - - - - - - - (91) 105
Canada
Non-participating insurance contract
liabilities 2) 2 4) 4 i2 {14) 21 (32) 314 (454)
Non-participating investment contract
liabilities - - - - - - - -
Participating insurance contract liabilities {15) 15 (29} 29 (6) 8 (12} 12 21 (26)
Assets backing — participating insurance
contract liabilities 15 (15) 29 (29) 6 (6) 12 (12) (21) 26
Assets backing — non-participating insurance
coniract liabilities 16 {16} 3 (31) 32 {32) 64 (64) (307) 385
Assets backing ~ non-participating
investment contract liabilities - - - - - - (82} 104
Other assets and habilities 3 (3) 7 (7} 38 _(38) 77 (77} (24) 28
17 a7 34 (34) 82 (84) 162 (173) (99) 63
Other business units
Ofther assets and liabilities 9 17 (47 - - 4 {4)
9 {9) 17 (17 - - - - 4 (4)
Total 26 {26) 51 {51) 82 (84) 162 (173) (186) 164

1

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 investment 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 equity is equal to that in the tables above in respect of each of the scenarios shown,

Limitations

The sensitivity analysis is non-linear and larger or smaller impacts shoutd 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.
The results of the sensitivity analysis may also have been different from those illustrated had the sensitivity factors been applied at
a date other than the reporting date.

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
insufficient to meet the obligaticns 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 1o the full impact of any shortfalt if the assets of the fund are insufficient to meet policyholder obligations. The sensitivities
presented in the table are not sufficiently severe to have restricted recourse cash flows in 2011 and 2010. 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 obligaticns to policyholders, dynamic management acticns have been assumed in a manner consistent with the
relevant PPFM.
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42. Risk management continued
{e)} Credit risk

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. i 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 instrumenis 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 minimum
transfer amounts in respect of collateral transfers are documented. Refer to (e)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 Portiolio limits are set by individual business units. These limits specify the proportion of the
value of the total porttclic of mortgage loans and mortgage bonds that are represented by a
single, or group of related counterparlies, geegraphic area, employment status or economic
sector, risk rating and ioan 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 few individual reinsurers by
specifying certain limits on ceding and the minimum conditions for acceptance and retention of
reinsurers.

Other financiat instruments Appropriate limits are set for other financial instruments to which the Group may have exposure
at certain times, for example commission terms paid to intermediaries.

Individual business units are responsible for implementing processes to ensure that credit exposures are managed within any limits
that have been established and for the reporting exposures and any limit breaches to the Group Credit Risk Committee.

The overall approach to managing credit risk has not changed during the year however there have been various changes in limifs
in response to changing economic conditions. In particular, concemns regarding the Eurozone resulted in the introduction of country
limits to manage the aggregate exposure to banking counterparties in cerlain European countries. Refer to Section {e)(i} for details
of these changes and the impact these changes have had on exposures.
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The analysis of credit risk exposure presented in the tables that follow can be reconciled to the Group’s total assets as follows:

2011 2010
£m £t
Financial investments (excluding equity securities) and reinsurance assets:
UK and Europe life and pensions
Heritage With Profits Fund and other with profits funds 39,831 39,385
Other funds, excluding unit linked business’ 5,223 5,549
Unit linked business’ 28,824 24,006
Canada
Non-segregated funds 10,335 5,888
Segregated funds 3,778 3,475
Other business units’ 1,138 1,001
89,129 83,304
Non-controlling interests and third party interest in consaolidated funds — financial investments
(excluding equity securities and interests in pocled investment funds)® 5,470 3.061
Equity securities 54,450 57.144
59,920 60,205
Intangible assets 200 135
Deterred acquisition costs 920 881
Investments in associates and joint ventures accounted for using the equity method 21 238
Investment property 8,743 8,410
Property, plant and equipment 160 164
Pension and other post-retirement benetits assets 342 281
Deferred tax assets 210 201
Cther assets 228 297
11,074 10,607
Total assets 160,123 154,116

pensions. The 2010 comparatives have been updated 1o reflect this.
2

cash equivalents.

Comprises £12m (2010:; £116m) attributable to investments in associates and joint ventures, £223m (2010: £105m) attributable to derivative financial assets,
£3,758m (2010: £2,280m) attributable to debt securities, £154m (2010: £127m)} attnbutable to other assets and £1,323m (2010: £423m} attributable to cash and

As set out in Note 42(b) — Risk management — The Group structure, there has been a reallocation of SLIL from the other business unit to UK and Europe lite and

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 interna! ratings for use in managing and menitoring credit risk, the
assets have been classified in the analysis that follows as ‘internally rated’ with the exception of Canada’s loans secured by
mortgages. These morigages have been analysed in the table based on 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 total 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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Notes to the Group financial statements continued

42. Risk management continued

(e) Credit risk continued
{el{i} Credit exposure
Assets are deemed to be past due when a counterparty has failed to make a payment when contractually due.

The objective evidence that is taken into account in determining whether any impairment of debt securities has occurred includes:

s A default against the terms of the instrument has occurred

» The issuer is subject to bankruptcy proceedings cr is seeking protection frem creditors through bankruptcy, individual voluntary
arrangements or similar process

For Canada, the objective evidence that is taken into account in determining whether any impairment of leans has occurred
includes:
» Loans to customers that are contraciually 90 days in arrears with uncertainty as to collectability or asset not well secured
» Performing and non-performing loans 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: HWPF and other with profits funds business
Total credit exposure £39,831m (2010: £39,385m)

Investments Receivables
Cash Detrivative in associates and other
Debt and cash financial Reinsurance and joint financia)
securities Loans equivalents assets assels ventures assets’ Total
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
Em £m £m £m £m £ £m £m £m £m £m £m £m £m £m £m
Neither past due
nor impaired:
AAA 21,714 20,336 - 197 43 - - - - 1,558 - 21,91t 21,837
AA 1,863 2,063 - 735 59 160 117 6601 6,501 - - 9,359 8,740
A 3,097 4,800 - 724 119 525 157 - 48 - - 5246 5124
BBB 1,306 1,420 - - - - - - - - 1,306 1,420
Below BBB 611 772 - - - - - - - - - 611 772
Not rated 338 az27 40 45 1 1 3 331 - - - - 319 331 1,028 1,035
Internally rated 180 134 139 162 - - 7 8 - - - - 326 304
30,009 29.852' 179 207 1,657 222 1,016 605 6,608 6557 - 1,658 319 331 39,788 39,332
Past due - - - - - - - - - 24 2t 24 21
Impaired 19 32 - . - - - - - - - - 19 32
Total 20,028 29,884 179 207 1,657 222 1,016 605 6,608 6,557 - 1,558 343 352 39,831 39,385

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 2011, receivables and other financial assets of £24m (2010: £20m) were past due by less than three months and
£nil (2010: £1m) were past due by between three and six months,

The equity holders’ exposure to credit risk arising from investments held in the HWPF and other with profits funds is similar in
principle to that described for market risk exposures in Section (d). As at 31 December 2011, the financial assets of the HWPF
include £6,036m (2010: £6,021m) 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
default of the reinsurer. Any credit losses and defaults within the portiolio of assets are borne by the extemnal reinsurer.

The decrease in investments in associates and joint ventures and increase in cash and cash equivalents reflects the impact of the
restructuring of two sub-funds of Standard Life Investments (Global Liguidity Funds) plc. Refer to Note 16 — Invesiments in

associates and joint ventures for further details.

During the year, country limits were introduced to manage the aggregate exposure to banking counterparties in certain European
countries. This has resulted in reducing the credit exposure for cash and cash equivalents to those countries where there are credit

concerns.
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An analysis of debt securities by country is as follows:

Government,
Provincial and Other financial
Municipal’ Banks institutions Other corporate Other® Total

2011 2010 2011 2010 2011 2010 2011 2010 201 2010 2011 2010

£m £m £m £m £m £m £m £m £m £m £m £m

UK? 16,326 16,046 1,115 1,602 2,752 2,682 1,078 1,214 - - 21,271 21,544
Canada 17 3 - - 34 48 4 12 - - 55 63
Australia 65 43 188 242 61 36 23 27 - - 337 348
Austria 225 85 - - 66 64 1 1 - - 292 150
Belgium 1 118 9 15 - 1 19 - - 21 156
Denmark 6 1 48 51 1 2 37 38 - - 92 =1¢]
Finland 218 B 133 e - - 2 - - - 353 -
France 876 378 210 308 92 107 394 526 - - 1,572 1,317
Germany 1,338 735 512 444 161 144 178 315 - - 2,189 1,638
Greece - - - - - - 2 3 - - 2 3
Ireland® - - 12 24 37 78 1 14 - - 60 116
Italy 1 482 Al 124 64 72 108 173 - - 244 851
Japan 16 17 66 - 28 4 - 10 - - 110 31
Mexico 1 - - - - - 34 - - - 35 -
Netherlands 374 150 303 140 137 186 107 125 - - 921 601
Norway 82 B 64 36 54 46 20 13 - - 220 a5
Portugal - - - - - - 3 g - - 3 6
Spain 9 151 73 174 L] 27 64 108 - - 150 460
Sweden g - 108 109 10 14 13 36 - - 202 159
Switzeriand - - 170 51 64 72 12 44 - - 246 167
us 69 49 336 467 308 406 204 286 - - 917 1,208
Other - 122 24 110 142 126 145 199 425 324 736 881
Total 19,695 18,380 3,442 3,895 4,015 4,118 2,451 3,167 425 324 30,028 29,884

*

2 includes impaired debt securities of £19m (2010: £28m (UK) and £4m (lreland)).

3

This balance primarily consists of securities held in supranationals.

Government, Provincia! and Municipal includes debt securities which are issued by or explicitly guaranteed by the national government. For Canada, this includes
debt securities which are issued by or explicitly guaranteed by the Crown Corporations of the Government of Canada.

During the year, the benchmarks for the HWPF European sovereign bond porticlios were revised. These portiolios invest in
European scovereign debt that is considered to provide secure returns. Following an assessment that the debt of certain sovereign
issuers had increased in risk and no !onger provided the security required, the benchmarks for these portfolios were revised to
exclude debt issued by those sovereign issuers. Following the implementation of this benchmark change, the HWPF does not have
material exposures to ltalian, Spanish and Belgian sovereign debt. The HWPF continues to have no exposure to sovereign debt
issued by Portugal, Ireland and Greece.
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42. Risk management continued

(e} Credit risk continued
(e)i) Credit exposure continued

UK and Europe life and pensions: Other funds business, excluding unit linked business
Total credit exposure £5,223m (2010: £5,549m)

Investments Receivables
Cash Derivative in associates and other
Debt and cash financial Reinsurance and joint financial
securities equivalents assets assels ventures assets’ Total
201 2010 201 2010 20Mm 2010 2011 2010 201 2010 2011 2010 20Mm 2010
£m £m £m £m £m £m £m £m £m £m £m £m £m £m
Neither past due
nor impaired:
AAA 869 1,075 58 73 - - - - - 8 - - 927 1,158
AA 755 ga2 208 533 29 264 2 2 - - - - 994 {721
A 1,827 1.320 91 347 185 33 3 4 - - - - 2,106 1,704
BBB 303 147 - - - - - - - - - 303 147
Below BBB 65 63 - - - - - - - - - 65 63
Not rated 91 88 - - - - - - - 433 366 524 454
Internally rated 291 289 - - - 3 3 - - - - 294 292
4201 3,904 357 953 214 297 8 9 - 8 433 366 5,213 5,537
Past due - - - - - - - - - - 10 1 10 11
Impaired - 1 - - - - - - - - - - - 1
Total 4,201 3,905 357 953 214 297 8 9 - 8 443 377 5,223 5549

As a result of the split presentation of UK and Europe life and pensions, receivables and other financial assets include ‘intra-fund’ balances.

There has been a reallocation from cash and cash equivalents to debt securities at 31 December 2010. Refer to Accounting policy (a} — Basis of preparation.

As set out in Note 42(b) — Risk management — The Group structure, there has been a reallocation of SLIL from the other business unit to UK and Europe life and
pensions. The 2010 comparatives have been updated Lo reflect this.

At 31 December 2011, receivables and other financial assets of £10m (2010: £9m) were past due by less than three months, £nil
(2010: £1m) were past due by between six and 12 months and £nil (2010: £1m} were past due by over one year.

The equity holder is exposed to credit risk arising from the assets attributable to the other funds business of UK and Europe life-
and pensions in a similar manner to that for market risk, as described in Section (d}.

During the year, country limits were introduced to manage the aggregate exposure to banking counterparties in certain European
countries. This has resulted in reducing the credit exposure for cash and cash equivalents to those countries where there are credit
concerns. The benchmarks used to manage debt securities in respect of the cother funds business of UK life and pensions
significantly restrict exposures to sovereign issuers.
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An analysis of debt securities by country is as follows:

Government,
Provincial and Other financial Other
Municipal' Banks institutions corporate Other? Total
2011 2010 2011 2010 2011 2010 2011 2010 20m 2010 2011 2010
£m £m £m £m £m £m £m £m £m £m £m £m
UK 370 361 350 382 824 980 511 317 74 83 2,129 2103
Canada - - - - - - - - - - - -
Australia - B 12 1 5 6 1 - - - 18 17
Austria - 1 - - - - - - - - -
Belgium - 2 1 - - - 1 - - - 2 2
Denmark - - 39 64 - - 17 15 - - 56 79
Finland - - 23 - - - - - - - 23 -
France - 3 66 225 2 - 315 243 - - 383 471
Gemany 4 8 50 48 3 - 250 154 - - 307 210
Greece - - - - - - - - - - - -
Irelang® - - 2 1 3 73 2 . - - 7 74
Italy - 8 24 36 - 1 B7 53 . - N 9B
Japan - - 23 - 27 8 5 - - - 55 8
Mexico - - - - - - 43 - - - 43 -
Netherands - 2 155 118 1 21 15 11 - - 171 152
Norway - - 25 1 - - 31 27 - - 56 28
Portugal - - - - - - 1 - - - 1 -
Spain - 2 17 68 - - 39 23 - - 56 23
Sweden - - 56 43 - - 28 26 - - 84 69
Switzertand - - 75 - 11 - 12 10 - - o8 10
us - 1 198 128 7 37 177 158 - - 446 324
Other - 2 3 22 - 1 6 5] 166 135 175 166
Total 374 390 1,119 1,147 947 1,127 1,521 1,043 240 198 4,201 3,305
' Government, Provincial and Municipal includes debt securities which are issued by or explicitly guaranteed by the national government. For Canada, this includes
debt securities which are issued by or explicitly guaranteed by the Crown Corporations of the Government of Canada.
2 This balance primarily consists of securities held in supranationals.
® 2010 includes impaired debt securities of £1m.
UK and Europe life and pensions: unit linked business
Total credit exposure £28,824m (2010: £24,006m)
Interests Investments Receivables
Cash in pooled Derivative in associates and other
Debt and cash investment financial and joint financial
securities Loans equivalents funds assets ventures assets’ Total
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 201t 2010
£m £im £m £m £m £m £m £m £m £m £m £m £m £m £m £m
Neither past due
ner impaired:
AAA 6,908 6,741 - - 349 448 - - - - - 1,107 - - 7,257 8,286
AA 3,327 2,085 5 - 1,754 822 6 4 292 115 - - - - 5384 3,006
A 4,726 3,730 50 40 2,591 2,040 3804 2816 406 216 - - - - 11,577 8842
BBB 2,203 1,603 35 14 82 42 - - - - - - - - 2,320 1,659
Below BBB 1,302 1,091 - 3 2 4 - - - - - - - - 1,304 1,088
Not rated 49 137 - - 25 - 271 343 25 4 27 36 547 534 944 1,054
Internally rated 24 24 - - - - - - - . - - n - 24 24
18,539 15,391 90 57 4,803 335 4,081 3,163 723 335 27 1,143 547 534 28,810 23,979
Past due - - - - - - . - - - - - 8 10 8 10
Impaired 6 17 - - - - - - - - - - - - 6 17
Total 18,545 15,408 90 57 4,803 3,356 4,081 3,163 723 335 27 1,143 555 544 28,824 24,006

1

As a result of the split presentation of UK and Europe life and pensions, receivables and other financial assets include ‘intra-fund’ balances.

2
3

pensions. The 2010 comparatives have been updated to reflect this.
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There has been a reallocation from cash and cash equivalents to debt securities at 31 December 2010. Refer o Accounting policy (a) — Basis of preparation.
As set out in Note 42(b) — Risk management - The Group structure, there has been a reallocation of SLIL from the other business vnit to UK and Europe life and
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Notes to the Group financial statements continued

42. Risk management continued

(e) Credit risk continued
(eli) Credit exposure continued

At 31 December 2011, receivables and other financial assets of £8m (2010: £9m) were past due by less than three months and
£nil (2010: £1m) were pas! due by between six and 12 months. The table above includes £4,081m (2010: £3,163m} 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 1o the default 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 to be very remote.

The decrease in investments in associates and joint ventures and increase in cash and cash equivalents reflects the impact of the
restructuring of two sub-funds of Standard Life Investments (Global Liquidity Funds) plc. Refer to Note 16 — Investments in
associates and joint ventures for further details.

An analysis of debt securities by country is as follows:

Government,
Provincial and Cther financial Other
Municipal’ Banks institutions corporate Other® Total
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 20Mm 2010
£m £m £m £m £m £m £m £m £m £m £m £m
UK? 4,704 3,858 1,431 1,180 1,538 1,563 1,663 1,500 - 2 9,336 8,109
Canada 80 67 1 - - - 25 21 - - 106 88
Australia 115 39 122 165 38 23 20 16 - - 295 243
Austria 5 18 - - - - - - - - 5 18
Belgium 8 25 9 14 - 2 41 31 - - 58 72
Denmark 16 14 125 63 8 6 48 29 - - 197 117
Finland 48 - 159 - - - 1 8 - - 208 8
France 172 179 162 322 69 53 511 540 - - 914 1.094
Germany 206 350 541 176 26 1 413 379 - . 1,186 916
Greece - - - - - - - 1 - - - 1
Ireland® - 2 9 22 82 90 15 8 - - 106 122
Itaty 118 202 63 126 19 27 229 232 . ; 420 87
Japan o574 500 133 B 14 31 - 1 - - 721 540
Mexico 391 - - - - - 104 1 - - 495 1
Netherlands 20 B4 a7 162 19 30 130 105 - - 586 361
Norway 47 - 90 29 - - 7 - - - 144 29
Portugal 3 2 - - - - 1 2 - - 4 4
Spain 47 60 54 199 - 1 99 95 - - 200 355
Sweden 59 9 246 140 - - 49 48 - - 354 197
Switzerland - - 357 40 25 33 24 32 - - 406 105
Us 634 540 453 456 356 351 661 385 - - 2,104 1,732
QOther 2 B3 41 35 89 77 161 172 398 342 691 709
Total 7,249 6.012 4,413 3.142 2,283 2.304 4,202 3,606 398 344 18,545 15,408

' Government, Provincial and Municipal includes debt securities which are issued by or explicitly guaranteed by the nationat government. For Canada, this includes

debt securities which are issued by or explicitly guaranteed by the Crown Corporations of the Government of Canada.
Includes impaired debt securities of €6m (2010: £11m (UK) and £6m (Irefand}).
This balance primarily consists of securities held in supranationals.

2
3

The assets held in unit linked funds are managed in accordance with the mandates of the particular funds, hence debt security
exposures largely arise as a consequence of the investiment decisions of the unit linked policyholder.

Any losses occurring as a result of credit risk are normally attributed to the funds with the exposure of the equity holder
predominantly limited to variations in charges arising as a consequence of changes in the fair value of assets under management.
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Canada: non-segregated funds
Total credit exposure £10,335m (2010: £9,888m)

Investments Receivables
Cash Derivative in associates and other
Debt and cash financial Reinsurance and joint financiat
securities Loans equivalents assels assets ventures assels Total
2011 2010 2011 2010 2011 2010 2011 2010 2017 2010 2011 2010 201F 2010 2011 2010
£m £m £m Em £m £m £m £m £m £m £m £m £m £m £m £m
Neither past due
ner impaired:
AAA 953 998 1,758 1,459 48 9 - - - - - - - . 2,759 2,466
AA 1,919 1,958 612 856 37 112 10 - - 3 . - - - 2,578 2,930
A 3,340 2895 395 284 143 63 25 - 186 218 - - . - 4,089 3,458
BBB 548 4190 13 92 - - - - - - - - - - 561 502
Below BBB - - [ 3 - - - - - - - - - - 6 3
Not rated 77 82 96 96 - - - - 5 177 16 22 126 116 320 493
Internally rated - 16 - - - B - - - - - - - - - 16
6,837 6,360 2,880 2,790 228 184 35 - 191 396 16 22 126 t16 10,313 9.868
Impaired - - 22 20 - - - - - - - - - - 22 20
Total 6,837 6,360 2,902 2,810 228 184 35 - 191 396 16 22 126 116 10,335 9,888

The equity holder is exposed to credit risk of the assets held within Canada non-segregated funds.

The principle collateral held as security for mortgage loans is the underlying properties. At 31 December 2011, the estimated gross
fair value of collateral held against loans and advances that were impaired was £22m (2010: £20my}. 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 1o
extend credit of £127m as at 31 December 2011 (2010: £72m). Refer to Note 46(b).

During the year, country limits were introduced to manage the aggregate exposure to banking counterpanies in certain European

countries. This has resulted in reducing the credit exposure for cash and cash equivalents to those countries where there are credit
concerns. The limits used to manage debt security exposures in the non-segregated business in Canada largely concentrate
exposure to Canadian issuers. Other than exposure to Germany, there are no other exposures to European-issued debt securities.

An analysis of debt securities by country is as follows:

Government,
Provincial and Other financial
Municipal' Banks institutions Other corporate Total
2011 2010 20M 2010 2011 2010 2011 2010 2011 2010
£m £m £m £m £m £m £m £m £m £m
UK - - - - - - - - - -
Canada 3,607 3,622 278 198 513 433 2,307 1,986 6,705 6,239
Germany 20 16 - - - - - - 20 16
us 6 4 30 30 74 61 - 7 110 102
Other 2 3 - - - - - - 2 3
Total 3,635 3,645 308 228 587 494 2,307 1,993 6,837 5,360
' Govemment, Provincial and Municipal includes debt securities which are issued by or explicitly guaranteed by the national government. For Canada, this includes
debt securities which are issued by or explicitly guaranteed by the Crown Carporations of the Government of Canada.
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42. Risk management continued
(e) Credit risk continued
(e){i} Credit exposure continued

Canada: segregated funds
Totat credit exposure £3,778m (2010: £3,475m)

Cash and cash

Receivables and
other financial

Debt securities Loans equivalents assets Total
2011 2010 2011 2010 2011 2010 201 2010 2011 2010
£m £m £m £m £m £m £m £m £m £m
Neither past due nor
impaired:
AAA 1,348 1,383 26 22 38 31 - - 1,412 1,446
AA 935 a01 1 18 112 78 - - 1,058 897
A 827 683 9 g 138 65 - - 975 756
BBB 222 183 2 2 - - - - 224 185
Below BBB - - - - - - - - - -
Not rated 2 28 - - 29 7 78 56 109 91
internally rated - - - - - - - - - -
Total 3,334 3,188 48 50 318 181 78 56 3,778 3,475
An analysis of debt securities by country is as follows:
Government,
Provincial and Other financial Other
Municipal’ Banks institutions corporate Total
2011 2010 2011 2010 201 2010 201 2010 2011 2010
£m £m £m £m £m £m £m £m £m £m
UK 2 2 - - - - - - 2 2
Canada 2,136 2.069 400 349 267 260 489 409 3,292 3,087
France 2 - - - - - - - 2 -
Germany 1 2 - - - - - - 1 2
us 6 58 4 - 14 8 1 1 25 67
Other 12 30 - - - - - - 12 30
Total 2,159 2,161 404 349 281 268 490 410 3,334 3,188

debt securities which are issued by or explicitly guaranteed by the Crown Corporations of the Government of Canada.

Government, Provincial and Municipal includes debt securities which are issued by or explicitly guaranteed by the national government. For Canada, this includes

The fund mandates and limits used to manage debt security exposures in the segregated business in Canada largely cencentrates
exposure to Canadian issuers. Other than exposures 1o Germany and France, there are no other exposures to European-issued

debt securities.
Other business units

Total credit exposure £1,138m (2010: £1,001m)

Investments Receivables
Cash Derivative in associates and other
Debt and cash financial Reinsurance and joint financial
securities Loans equivalents assets assets ventures assets Total
2011 2010 20m 2610 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 20t0
£ £m £m £m £m £m £m £m £m £m £m £m £m £m £m £m
Neither past due
nor impaired:
AAA 58 20 - - 74 3 - - - - 2 - - 132 53
AA 1M 238 - - 233 268 - - - - - - 424 506
A 223 34 - - 188 187 - 1 - - . - - 41 222
BBB - 1 - - 6 - - - - - - - - 6 11
Below BBB - 2 - - - - - - - - - - - 2
Not rated 1 24 - 12 - - 1 - 11 - - B 140 155 153 191
Intermally rated - - - - - - - - - - - - - . - -
473 329 - 12 501 486 1 i H - 2 140 155 1,126 985
Past due - ' - - - - - - - - - 12 16 12 16
Total 473 329 - 12 501 486 1 1 11 - 2 152 171 1,138 1,001

1

31 December 2010. The 2010 comparatives have been updated to reflect this.

H
been updated to reflect this.
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As discussed in Accounting policy (a) — Basis of preparation, there has been & reallocation between cash and cash equivalents and debt securities at

As discussed in Note 42(b) - Risk management — The Group structure, there has been a realtocation of SLIL between business units. The 2010 comparatives have




At 31 December 2011, receivables and other financial assets of £10m (2010: £12m) were past due by less than three months, £1m
(2010: £2m} were past due by between three and six months, £1m (2010: £1m) were past due by between six and 12 months and
£nil (2010: £1m) were past due by over one year.

Unrecognised financial instrument commitments made by private equity funds of £257m at 31 December 2011 {2010: £315m) were
held by other business units. These include amounts committed by limited partnerships to raise funding during investment periods.
Refer to Note 46(b) — Commitments — Unrecognised financial instruments.

During the year, country limits were introduced to manage the aggregate exposure to banking counterparties in certain European
countries. This has resulted in reducing the credit exposure for cash and cash equivalents 1o those countries where there are credit
concerns.

An analysis of debt securities by country is as follows:

Government, Other
Provincial and financial Cther
Municipal’ Banks institutions corporate Other Total
2011 2010 2011 2010 2011 2010 201 2010 2011 2010 20m 2010
£m £m £m £m £m £m £m £m £m £m £m £m
UK 15 4 132 ral - 27 1 3 - - 147 105
Canada 3 9 - - - - - - - - 3 9
Australia - - - - - - - - - - .
Austria - 1 - - . - - - - - - 1
Belgium - 1 - - - - - - - - - 1
Denmark - - 27 15 - - - - - - 27 15
Finland - - 27 - - - - - - . 27 .
France - 2 37 66 - 1 - 1 - - 37 70
Germany - 3 54 18 - 1 - - - - 54 22
Greece - - - - - - - - - - -
Iretand - - ' - - - - - - - - -
Italy - 4 - 9 - - - - - - - 13
Japan - - 27 - . - - - - - 27
Mexico - - - - - - - - - - -
Netherlands - 1 27 15 - - - 1 - - 27 17
Norway - - 27 - - - - - - - 27
Portugal - - - - - - - - - - - .
Spain - 1 - 18 - - - - - - - 19
Sweden - - 43 18 - - - - - - 41 18
Switzertand - - 54 - - - - - - - 54 R
us 1 - - 1 - - - 2 - - 1 3
Other 1 2 - 10 - 14 - 2 - 8 1 36
Total 19 28 453 241 - 43 1 9 - 8 473 329

' Government, Provincial and Municipal includes debt securities which are issued by or explicitly guaranteed by the national government, For Canada, this includes

debt securities which are issued by or explicitly guaranteed by the Crown Corporations of the Govermment of Canada.

(eMii)} Credit spreads

As at 31 December 2011, it is expected that an adverse movement in credit spreads of 50 basis points, with no change to default
allowance, would result in a reduction to profit for the year of £52m (2010: £71m). A further reduction of net profit after tax of £59m
(2010: £37m) would arise as a result of a change in assumed default rates of 12.5 basis points per anhum (25% of the spread
change).
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Notes to the Group financial statements continued

42. Risk management continued

{e) Credit risk continued
{e}iii) 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 the event of defaull. 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 full
collateralisation. Any collateral moved under the terms of these agreements is transferred outright. With regard to either coilateral
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 2011, the Group had pledged £13m (2010: £86m) of cash
and £214m (2010: £278m) of securities as collateral for derivative financial liabilities.

At 31 December 2011, the Group had accepted £1,070m (2010: £396m) of cash and £219m (2010: £4,434m) of securilies 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.

{e)iv) Creditrisk on loans and receivables and financial liabilities designated as at fair value through profit or loss
(e){iv)(i} Loans and receivables

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 {air value through profit or loss
(FVTPL). These instruments are included in debt securities in the statement of financial position. The Group's exposure to such
financial instruments at 31 December 2011 was £257m (2010: £281m). The fair value of these loans and receivables is calculated
using a valuation technique which refers to the current fair value of other simitar financial instruments in addition to other
unobservable market data. During the year, fair value movements of a £13m gain (2010: £22m) 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 loss of £2m (2010; £4m gain).

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 financial assets and liabilities, or the cash
ftows relating 1o these, fluctuating 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){ii} Financial liabilities

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 risks.

Demographic and expense risk is managed by assessing cerlain characteristics based on experience and statistical data and by
making certain assumptions con 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 reponting 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 cbserved histerically

The financial impact of variances in expeclations

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.
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(f)(i} Elements of demographic and expense risk

(f{i}{i) Components of insurance risk as defined by IFRS 4 Insurance Contracts

Longevity

The Group defines longevity risk as the risk that the policyholder 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 life expectancy of the insured porticlio. The profitability of such business will reduce should policyholders live longer than the
Group’s expectations and reperted 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 stant earlier than those assumed. This risk will be present on disability 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.

Monrtality

The Group defines monrtality 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 to non-disclosure.

{(FXiMii) Other financial risks

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 policyholders 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 upen 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 lines 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 1o 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 liabilities or a reduction in expected future profits.

Equity holder profits are directly exposed 1o the risk of expenses being higher than otherwise expected. They can be further
affected if it is considered necessary or prudent to increase provisions to reflect increased expectations of future costs of policy
administration.
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42. Risk management continued

(f} Demographic and expense risk continued

(f}(ii) Sensitivity analysis - demographic and expense risk

Recognition of profits after ax and the measurement of equity are dependent on the methodology and key assumptions used 1o
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
ali cases, been determined by varying the relevant assumption as at the reporting date and considering the consequential impacts
assuming other assumptions remain unchanged.

Longevity Expenses Persistency Morbidity/mortality

{Decrease)increase on profit after tax and equity +5% -5% +10% -10% +10% -10% +5% -5%
2011 £m £m £m £m £m £m £m £m
UK and Europe lite and pensions

Heritage With Profits Fund

Recourse cash flows (15) 14 (10) 10 2 (2) (5) 5

Other funds

Non-participating insurance contract liabilities (86) 81 {9) 4 - - - -

Deferred acquisition costs - - - - - - - R
Canada
Non-participating insurance contract liabilities (50) 47 {11) " 10 (8} (4) 4
Non-participating investment contract liabilities - - - - - - - -
Total (151) 142 {26) 25 12 (10) (9} ]

Longevity Expenses Persistency Morbidity/mortality

{Decrease)increase on profit after tax and equity +5% -5% +10% -10% +10% -10% +5% -5%
2010 £m £m £m £m £m £m £m £m
UK and Europe life and pensions

Herltage With Profits Fund

Recourse cash flows (14) 14 (10} 9 1 2) (5) 5

Other tunds

Non-participating insurance contract liabilities (69) 65 {3} 3 - - - -

Deferred acquisition costs - - - - - - - -
Canada
Non-participating insurance contract liabilities (41) 38 (10} 10 7 5) (7} 7
Non-participating investment contract liabilities - - (2) 2 - - -
Total {124) 117 (25) 24 8 (7 (12) 12

' When the sensitivities presented in the table above are applied to other with profits funds, there are no signilicant impacts on net liabilities after reinsurance, equity

or profits for either investment or insurance contracts.
*  Amounts in the 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 take intc 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 SHF. The terms of the Scheme provide for the
retention of recourse cash flows under certain 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 both on contracts written in the PBF
and on contracts written in the HWPF for which the longevity risk has been transferred to the PBF.

Limitations

The financial impact of certain risks is non-linear and consequently 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 simultaneously. 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 consequence 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 moriality rate.
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{g)} Liquidity risk

The Group defines liquidity risk as the risk that the business units are unable to realise investments and cther assets in order to
settle their financial obligations when they fall due, or ¢an do so only at excessive cost.

Business units employ risk management techniques relevant to their product types with the objective of mitigating exposures to
liguidity nsk. 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 treaty between the Group and Canada Life
International Re provides for the cash settlement of amounts owed by Canada Life International Re.

For with profits contracts, a portfolio of assets is maintained in the relevant funds appropriate to the nature and term of the
expected pattern 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 liguid assets within the relevant portfolios, 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 actively 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 conditions applying to the majority of the Group’s contracts are invoked. As at 31 December 2011 and 31 December
2010 none of the funds under management were subject to deferral.

Both UK and Europe life and pensions and Canada undertake pericdic investigations into liquidity requirements, which include
consideration of cash flows in normal conditions, as well as investigation of scenarios where cash flows differ markediy from those
expected (primarily due to extreme policyholder behaviour).

All business units are required to monitor, assess, manage and contro! liquidity rigk 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 i{s activities to be de-minimis.
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42. Risk management continued

(g) Lliquidity risk continued
{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 reporting date. To
align with the risk management approach towards liquidity risk and existing management projections, the analysis that follows

faciliates consideration of the settlement obligations of both insurance and investment contracts.

Greater

Within -5 510 1015  15-20 than20

1 year years years years years years Total
2011 £m £m £m £m £m £m £m
UK and Eurcpe life and pensions
Heritage With Profits Fund and other with profits funds:
Non-participating insurance contract liabilities (excluding unit linked) 802 2,853 2,844 2,071 1,382 2,016 11,968
Non-participating investment contract labilities {excluding unit linked) - 1 1 1 - - 3
Participating insurance contract liabilities 2,201 6,556 2,780 1,396 1,097 1,764 15,794
Participating investment contract liabilities 569 2,428 3,260 3,266 2,547 3,244 15,314
Other funds business, exciuding unit linked business:
Non-paricipating insurance contract liabilities 173 631 670 553 441 706 3,174
Non-participating investment contract liabilities - 1 1 - - - 2
Unit linked business 5,872 19,163 16,601 10,919 6,699 5,934 65,188
Total UK and Europe life and pensions 9,617 31,633 26,157 18,206 12,166 13,664 111,443
Canada
Participating insurance contract liabilities 3 13 29 37 45 588 715
Participating investment contract liabilities - 5 - - - - 5
Non-participating insurance contract liabilities 547 1,779 1,527 974 648 3,088 8,563
Non-participating investment contract liabilities 1,913 5,259 2,976 1,514 832 1,015 13,509
Reinsurance liabilities (1} (2) 1 4 8 235 245
Total Canada 2,462 7,054 4,533 2,529 1,533 4,926 23,037
Other business units
Non-participating insurance contract liabilities g6 - - - - - 96
Non-participating investment contract liabilities 55 - - - - - 55
Total Other 151 - - - - - 151
Total 12,230 38,687 30,690 20,735 13,699 18,590 134,631
Unallocated divisible surplus 725
Total Insurance, invesiment and reinsurance contract labilities 135,356
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Greater

Within 1-5 5-10 10-15 15-20 than 20

1 year years years years years years Total
2010 £m £m £m £m m £m £m
UK and Europe life and pensions
Heritage With Profits Fund and other with profiis funds:
Non-participating insurance contract liabilities {(excluding unit linked) 878 3,031 2,848 1,949 1,216 1,543 11,465
Non-participating investment contract liabilities (excluding unit linked) - 1 1 1 1 - 4
Participating insurance contract liabilities 2.287 7,545 3,254 1,310 a11 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-participating insurance contract liabilities (excluding unit linked) 148 534 548 443 343 505 2,521
Non-participating investment contract liabilities (excluding unit linked) - 1 i 1 - 1 4
Unit linked business' 5002 17,043 15,706 11,163 7.328 7,230 63,472
Total UK and Europe life and pensions’ 8946 30,809 25,653 18,048 12,209 13,773 109,438
Canada
Participating insurance contract liabilities 3 14 32 42 52 566 709
Participating investment contract liabilities - 5 - - - - 5
Non-participating 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 4,481 2,340 1,334 3,884 22,323
Other business units
Non-participating insurance centract liabilities 6 - - - - - 6
Non-participating investment contract liabilities' 83 - - - - - 83
Total Other' 89 - - - - - 89
Total 11,726 38,332 30,144 20,388 13,543 17,657 131,850
Unallocated divisible surplus 788
Total insurance and investment contract liabilities 132,638

' As set out in Note 42(b) — Risk management — The Group structure, there has been a reallocation of SLIL from the other business unit to UK and Europe life and

pensions. The 2010 comparatives have been updated to reflect this.

The analysis that follows presents the undiscounted cash flows payable by remaining contractual maturity at the reporting date for
all financial liabilities, including non-participating investment contract liabilities. Given that policyholders can usually choose to
surrender in part or in full their unit linked contracts at any time, the non-participating investment contract unit linked liabilities of UK
and Europe life and pensions business and Canadian segregated funds business presented in the table below have been
designated as payable within 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 policyhoiders to ensure faimess between those remaining in the fund and
those leaving the fund. The length of any such delay is dependent on the underlying financiat assets. In this analysis, the maturity
within one year includes fiabilities that are repayable on demand.

Greater
Within 1-5 5-10 10-15 15-20 than 20
1year vyears years years years years Total
2011 £m £m £m £m £m £m £m
Non-participating investment contract liabilities (excluding unit linked and
segregated funds) 1,780 1,021 518 155 84 96 3,654
Non-participating investment contract liabilities — unit linked 63,995 - - - - - 63,995
Non-participating investment contract liabilities — segregated funds 10,678 - - - - - 10,678
Third party interests in consolidated funds 8,421 - 7 - - - 8,428
Subordinated liabilities 73 286 330 335 222 - 1,246
Borrowings' 99 76 8 2 . . 186
Other financial liabilities 2,327 85 40 32 27 289 2,800
Total 87,373 1,468 904 524 333 385 90,987

' Cash flows include those attributable to third parties {Borrowings: £28m; Other financial liabilities: £132m).
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42. Risk management continued
{g} Liquidity risk continued
{g)}{i) Maturity analysis continued

. Greater
Within 1-5 5-10 10-15 15-20 than 20
1 year years years years years years Total
2010 £m £m £m £m £m £m £m
Non-participating investment contract liabilities {excluding unit linked and
segregated funds)’ 1,801 1,153 499 164 82 99 3,798
Non-participating investment contract liabilities — unit linked 62,182 - - - - - 62,182
Non-participating investment contract liabilities — segregated funds 10,488 - - - - - 10,488
Third party interests in consolidated funds 5,443 - ! - - - 5,454
Subordinated liabilities® 111 443 522 1,021 274 - 2,371
Borrowings' 195 52 9 3 - . 259
Other financial liabilities' 1,565 63 35 25 24 205 1,917
Total 81,785 1,711 1,076 1,213 380 304 B6,469

' Cash flows include those attributable to third parties (Borrowings: £67m; Other financial liabilities: £48m). The maturity prafile for the undiscounted cash tlows been
revised to reflect all the relevant cash fiows as included in the statement of financial position.

2 The subordinated liabilities analysis has been amended to reflect contractual rather than expected repayments.

The principal amounts of financial liabilities where the counterparty has no right to repayment are excluded from the above analysis

along with interest payments on such instruments after 20 years. Also excluded are deposits received from reinsurers. These

reflect the liability to repay the deposit received frorm an external reinsurer under the reinsurance transaction referred to in Section

(e). The timing and amount of the payment cf 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 2011.

Refer to Note 22 for the maturity profile of undiscounted cash flows of derivative financial instruments.

The Group also had unrecognised commitments in respect of financial instruments as at 31 December 2011 of £382m and £3m
with a contractual maturity of within one year and between one and five years respectively (2010: £386m and £7m).

(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 reporting date was
£157m (2010: £4,231m) of securities.

The securities lending arrangements in place as at 31 December 2011 are under a number of agreements, including the Gtobal
Master Securities Lending Agreement, Master Securities Lending Agreement, Master Gilt Edged Stock Lending Agreement,
Master Equity and Fixed Interest Stock Lending Agreement and Cverseas Securities Lending Agreement. The lcaned 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:

2011 2010

£m £m

Domestic government 150 4,091
International fixed income - 3
Total assets on loan 150 4,094

The Group dees nat have the right to sell or repledge the collateral.
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(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 Operaticnal 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 policy 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 execution

+ People

Activities underiaken 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; accepling exposure to the risk and choosing not te 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

Controt 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 operaticnal risks and associated business processes. The
assessment completed by business managers is validated and challenged by the ‘second ling of defence’. 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 guantitative basis using objective and verifiable measures. The maximum amount of cperationa! risk the Group is willing
1o retain is defined using both quantitative limits, for example financial impact, and also qualitative statements of principle that
articulate the event, or effect, that needs to be limited.

The operational risks faced by each business unit and its exposure to these risks forms its operational 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 future, the results of CSA and a review of risk exposures relative 1o approved limits.

The impact of a new product, a significant change, or any one-off transaction on the operational risk profile of each business unit is
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 quaniified in terms of profitability and severity and are reviewed on a regular basis.
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43. Fair value of financial assets and liabilities
(a) Determination of fair value hierarchy

The Group'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:

Level1  Quoted prices {(unadjusted) in active markets for identical assets or liabilities.
This category includes listed equity securities, certain 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 for 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 (c)(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 1AS 39 Financial Instruments: Recognition and Measurement is presented in Notes 20 and 35 and includes those financial
assets and liabilities hetd at fair value.

(c} Methods and assumptions used to determine fair value of financial assets and liabilities

Unless otherwise stated, the accounting pelicies 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 — 2011: £nil (2010: £2,775m)

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 foss. 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 1o be actively traded, are treated as level 1 instruments within the fair value hierarchy (refer to Section (c)(i}
below).

Equity securities and interests in pooled Investment funds — 2011: £58,531m (2010: £60,307m)

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 value hierarchy.

A valuation technique is used for unlisted equity securities. The Group’s exposure to unlisted equity securities primarily relates to
private equity investmenis. The majority of the Group’s private equity investments are carried out through European fund of funds
structures, where the Group receives valuations from the invesiment managers of the underlying funds. The valuation of these
investments by the investment managers of the underlying funds is based on European Venture Capital Association 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 to 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.

Debt securities — 2011: £67,176m (2010: £61,364m)

For debt securities, the Group has determined a hierarchy of pricing sources. The hierarchy 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 1o 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, including provincial and municipal, and supranational institution bonds
These instruments are valued using prices received from external pricing providers who generally base the price on quotes
received from a number of marke! participants. They are trealed as level 1 or level 2 instruments within the fair value hierarchy.
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» 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 consclidate quotes
received from a panel 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 on 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 periorms its own assessment of the fair value of these instruments. This assessment is largely based on
inputs that are not based on cbservable 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 unguoted bonds
These instruments are valued using models. For unguoted bonds the modet 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 — 2011: £2,212m (2010: £1,343m) and derivative financial liabilities — 2011: £1,102m (2010: £924m}

Exchange traded futures and opticns are valued using prices sourced from the relevani exchange. They are considered to be
instruments quoted in an active market and are theretore 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 value hierarchy.

Non-participating investment contract liabilities and third party interest in consolidated funds

Non-participating investment contract liabilities — 2011: £74,673m (2010: £72,670m) and third party interest in consolidated funds —
2011: £8,428m (2010: £5,454m)

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 of 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 shares held by parties
external to the Group. The unit price is based on the bid price of the fund assets at the reporling date before expenses of selling or
buying underlying assets. Thus, the value of these liabilities is dependent on the methods and assumplions 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 table below presents the Group’s financial assets measured at fair value by level of the fair value hierarchy.

Fair value hierarchy

Level 1 Level 2 Level 3 Total

2011 2010 2011 2010 2011 2010 2011 2010

£m £m £m em £m £m £m £m

Investments in associates and joint ventures - 2,775 - - - - - 2,775
Derivative financial assets 577 435 1,635 a08 - - 2,212 1,343
Equity securittes 57,286 59,059 - 40 1,245 1,208 58,531 60,307
Debt securities’ 27,699 25,147 38,095 34,731 1,382 1,486 67,176 61,364
Total financial assets at fair value 85,562 87,416 39,730 35,679 2,627 2694 127,919 125789

' There has been a reallecation from cash and cash equivalents to debt securities of £1,629m at 31 December 2010. Refer to Accounting policy (a) — Basis of

preparation. The debt securities reallocated are included in level 2 of the fair value hierarchy.
There were no significant transfers of financial assets between the levels of the fair value hierarchy during the year ended

31 December 2011. In the year to 31 December 2010, debt securities with a carrying vatue of £1,456m were transferred from level
1 to level 2. This transfer reflected reduced activity in the market for government securities issued by seme European countries.
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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

The tables that follow present an analysis of the Group's financial assets measured at fair value by level of the fair value hierarchy
for each business unit as set out in Note 42 — Risk management.

UK and Europe life and pensions — Financial assets measured at fair value

Fair value hierarchy

Level 1 Level 2 Level 3 Total
2011 2010 2011 2010 2011 2010 2011 2010
£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 - - - - - 1,559
Derivative financial assets 367 334 647 271 - - 1,014 605
Equity securities 8,388 8,606 - - 752 729 9,140 9,335
Debt securities’ 19,861 17,869 9,887 11,543 279 3N 30,027 29,883
28,616 28,468 10,534 11,814 1,031 1,100 40,181 41,382
Other funds
Investments in associates and joint ventures - 8 - - - - - 8
Derivative financial assets - - 214 297 - - 214 297
Equity securities - 5 - - - - - 5
Debt securities’ 539 512 3,508 3,064 155 328 4,202 3,904
539 525 3,722 3,361 155 328 4,416 4,214
Unit linked funds®
Investments in asscciates and joint ventures - 1,107 - - - - - 1,107
Derivative financial assets 158 72 565 263 - - 723 335
Equity securities 37,756 39,631 - 40 7 68 37,833 39,739
Debt securities’ 6,806 5,943 11,701 9,371 38 94 18,545 15,408
44,720 46,753 12,266 3,674 115 162 57,101 56.589
Total 73,875 75,746 26,522 24,849 1,301 1,590 101,698 102,185
There has been a reallocation from cash and cash equivatents to tebt securities at 31 December 2010. Refer to Accounting policy (a) -- Basis of preparation.
2 As set out in Note 42(b) — Risk management — The Group structure, there has been a reallocation of SLIL from the other business unit to UK and Europe iife and
pensions. The 2010 comparatives have been updated to reflect this.
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 - Financial assets measured at fair value
Fair value hierarchy
Level 1 Level 2 Level 3 Total
2011 2010 2011 2010 2011 2010 201 2010
£m £m £m £m £m £m £m £m
Non-segregated funds
Derivative financial assets - - 36 - - 36 -
Equity securities 412 459 - - 1 1 413 460
Debt securities - - 6,003 5,722 834 638 6,837 6,360
412 459 6,039 5,722 835 639 7,286 6,820
Segregated funds
Equity securities 8,529 8,708 - - - - 8,529 8,709
Debt securities - - 3,262 3,150 72 38 3,334 3,188
8,529 8,709 3,262 3,150 72 38 11,863 11,897
Total 8,941 9,168 9,301 B.872 907 577 19,149 18.717

These funds have holdings in certain debt securities valued using a single broker indicative quote or using an internal model.
These instiruments have been classified as level 3.
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Cther business units — Financial assets measured at fair value
Fair value hierarchy

Level 1 Level 2 Level 3 Total

2011 2010 2011 2010 2011 2010 2011 2010

£m £m £m £m £m £m £m £m

Investments in associates and joint ventures - 2 - - - - - 2
Derivative financial assets - - 2 1 - - 2 1
Equity securities 148 91 - - 10 9 158 100
Debt securities’ 16 39 456 289 1 2 473 330
Total 164 132 458 290 11 11 633 433

There has been a reallocation from cash and cash equivalents o debt securities at 31 December 2010. Refer to Accounting policy {a) - Basis of preparation.

As set out in Note 42(b) — Risk management — The Group structure, there has been a reallocation of SLIL from the other business unit to UK and Evrape life and
pensions. The 2010 comparatives have been updated o refiect this,

2

Non-controlling interests and third party Interest in consolidated funds - Financial assets measured at fair value
Fair value hierarchy

Level 1 Level 2 Level 3 Total

2011 2010 2011 2010 2011 2010 2011 2010

£m £m £m £m £m £m £m £m

Investments in associates and joint ventures - 99 - - - - - 99
Derivative financial assets 52 29 17 76 - - 223 105
Equity securities 2,053 1,558 - - 405 401 2,458 1,959
Debt securities’ 377 684 3,278 1,502 3 15 3,758 2,291
Total 2,582 2,370 3,449 1,668 408 418 6,439 4,454

' There has been a reallocation from cash and cash equivalents to debt securities at 31 December 2010. Refer to Accounting policy () — Basis of preparation.

Non-controlling interests and third party interest in consolidated funds include external holdings in certain private equity investment
vehicles which are considered to be level 3 equity securities.

{c){ii) Fair value hierarchy for financial liabilities measured at fair value in the statement of financial position
The table below presents the Group's financial liabilities measured at fair value by level of the fair value hierarchy.

Fair value hierarchy

Level 1 Level 2 Level 3 Total
2011 2010 2011 2010 2011 2010 2011 2010
£m £m £m £m £m £m £m £m
Non-participating investment contract liabilities - - 74,673 72,670 - - 74,673 72,670
Third party interest in consolidated funds - - 8,421 5,443 7 11 8,428 5.454
Derivative financial liabilities 434 95 668 829 - - 1,102 924
Financial liabilities at fair value 434 a5 83,762 78,942 7 11 84,203 79.048

There were no significant transfers between leve!l 1 and 2 financiat liabilities during the years ended 31 December 2011 or 31
December 2010.
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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){ii) Fair value hlerarchy for financial liabilities measured at fair value in the statement of financial position
continued

The table that follows provides an analysis of the Group's financial liabilities measured at fair value by level of the fair value
hierarchy for each business unit as set out in Note 42 — Risk management.

Fair value hierarchy

Level 1 Level 2 Level 3 Total
2011 2010 2011 2010 2011 2010 2011 2010
£m fm £m £m £m £m £m £m
UK and Europe lite and pensions
Heritage With Profits Fund and other with
profits funds business
Derivative financial fiabilities 86 8 1 122 - - 127 130
86 8 L1 122 - - 127 130
Other funds
Non-participating investment contract liabilities - - 2 - - - 2 -
Derivative financial liabilities - - 3 3 - - 3
- - - - 5
Unit linked funds’
Non-participating investment contract liabilities - - 63,938 62,099 - - 63,938 62,099
Derivative financial liabilities 257 62 466 507 - - 723 569
257 52 64,404 62,606 - - 64,661 62,668
Total UK and Europe life and pensions 343 70 64,450 62,731 - - 64,793 62,801
Canada
Segregated funds
Non-participating investment contract liabilities - - 10,678 10,488 - - 10,678 10,488
- - 10,678 10,488 - - 10,678 10,488
Non-segregated funds
Derivative financial liabilities 2 2 8 - - - 10 2
2 2 8 - - - 10 2
Total Canada 2 2 10,686 10,488 - - 10,688 10,490
Other business units'
Non-participating investment contract liabilities - - 55 83 - - 55 83
Derivative financial liabilities - - 3 27 - - 3 27
Total other business units - - 58 110 - - 58 110
Non-controlling interests and third party
interest in consolidated funds
Third party interest in consolidated funds - - 8,421 5,443 7 11 8,428 5,454
Derivative financia! liabifities 89 23 147 170 - - 236 193
Total non-contrelling interests and third
party interest in consolidated funds 89 23 8,568 5,613 7 11 8,664 5,647
Total 434 85 83,762 78.942 7 11 84,203 79,048

' Asset outin Note 42(b) — Risk management - The Group struciure, there has been a reallocation of SLIL from the other business unit to UK and Europe life and

pensions. The 2010 comparatives have been updated to reflect this.

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.
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{c}{iii} 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

gains/{losses)

Total recognised in the

gains/(losses) income statement

recognised in Transters Foreign for assets or

Att the income Settlement/ inffout of) exchange At 31 liabilities held at

January statement Purchases Issue Sales level 3 adjustment December 31 December

2011 £m £m £m £m £m £Em £m £m £m

Equity securities 1,208 123 107 - {198) 15 (10) 1,245 52

Debt securities 1,486 126 388 - (259) (348) (13) 1,382 137
Third party interest in

consolidated funds (1) (2) - 6 - - - @ .

Total

gains/{losses)

Total recognised in the

gains/{losses) income statement

recognised in Transfers Foreign for assets or

At1 the income Settlement/ in/(out off exchange At liabilities held at

January statement Purchases Issue Sales ievel 3 adjustment December 31 December

2010 £m £m £m £m £m fm £m £m £m

Equity securities 1.220 259 150 - (164) {238) {19) 1,208 282

Debt securities 1,515 83 488 - (492) {159) 51 1,486 63
Third party interest in

consolidated funds (2058) {4) - {33) - 225 6 (11) -

Total gains or losses recognised 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 included in the line Change in liability for third party
interest in consolidated funds.

During the year, £52m (2010: £177m) of debt securities were transferred from level 2 to level 3 and £398m (2010: £336m) of debt
securities were transferred from level 3 to level 2. Transiers into level 3 generally arose when external 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.

There were no significant transfers in or out of level 3 equity securities or third party interest in consolidated funds during the year
ended 31 December 2011. In the year ended 31 December 2010 the transfers infout of leve! 3 included reducticns in level 3 equity
securities of £268m and level 3 third party interest in consolidated funds of £225m arising from the loss of controf of a private
equity investment vehicle which had previously been consolidated.

{c){iv) 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 either 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 internal models to value the securities but rather obtains valuations
from external parties. Due fo the externally generated nature of the majority of valuations used for leve! 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. The Group reviews the appropriateness of the valuations based on its knowledge of the market.

Where internal models 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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Notes to the Group financial statements continued

43. Fair value of financial assets and liabilities continued
{d) Fair value of financial assets and liabilities measured at amortised cost

The table below presents estimated {air 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.

2011 2011
Carrying value Fair value
Notes £m fm
Financial assets
Loans secured by mortgages 21 3,005 3,158
Financial fiabilities
Subardinated guaranteed bonds 37 556 479
Mutual Assurance Capita! Securities 37 630 526
Nen-paricipating investment contract liabilities 35 2,837 3,096
2010 2010
Carrying value Fair value
Notes £m £m
Financial assets
Loans secured by mortgages 21 2,91 3,077
Financial liabilities
Subordinated guaranteed bonds 37 1,162 1,118
Mutuat Assurance Capital Securities 37 637 563
Non-participating investrnent contract liabilities 35 2,930 3.163

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.

H is not possible to reliably calculate the fair value of participating investment contract liabilities. The assumptions and methods
used in the calculation of these liabilities are set out in the accounting policies and Note 32. The carrying value of participating
invesiment contract liabilities at 31 December 2011 was £15,319m {2010: £15,329m).

The carrying value of all other financial assets and liabilities measured at amortised cost approximates their fair value.

44. Statement of cash flows
The tables below provide further analysis of the balances in the statement of cash flows.

There were no discontinued operations in the year ended 31 December 2011. The cash flows attributable to the operating activities
of discontinued operaticns for the year ended 31 December 2010 were £6m. There were no cash flows from financing or investing
activities relating to discontinued operations in the year ended 31 December 2010.

(a) Change in operating assets

2011 2010

£m £m

Investment property (393) (1,205)
Equity securities and interests in pooled investment funds 2,060 {9,408)
Debt securities (2,4186) {5,678)
Derivative financial instruments {691) {23)
Reinsurance assets 379 100
Investment in associates’ (587) (694)
Receivables and other financial assets and other assets (98) (228)
Deferred acquisition costs (178) (218)
Loans {132} {151)
Change in operating assets (2,056) (17.505)

Investment in Standard Life Investments (Global Liquidity Funds) plc and certain unit trusts have been classified as operating activities due 1o the nature of the
underlying transactions.
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(b) Change in operating liabilities

20m 2010
Em £m
Other financial liabilities and other liabilities 805 (900}
Deposits received from reinsurers 16 (83)
Pension and other post-retirement benefit provisions (104) {123)
Deferred incorme 7 12
tnsurance contract liabilities 973 1,823
fnvestment contract liabilities 2,226 11,285
Change in liability for third party interest in consolidated funds 103 443
Change in operating liabilities 4,026 12,457
(c) Non-cash and other items
2011 2010
Notes £m £m
{Gain)/loss on disposal of property, plant and equipment - (1)
Depreciation of property, plant and equipment 5 15 12
Amortisation of intangible assets 5 18 22
Amortisation of deferred acquisition costs 5 132 196
Impairment losses on intangible assets 5 5 -
Impairment losses on property, plant and equipment 5 1 -
Impairment losses on investments in associates 5 - 4
Reversal of impairment on loans 2 (2) -
Reversal of impairment on property, plant and equipment 5 @) {9)
Interest cost on other borrowings 7 6
Finance costs ) 116 113
Net foreign exchange losses on invesiment activities 22 23
Share of profit from associates and joint ventures 16 {51) (24)
Adjustment for non-cash movements in investment income (50) (80)
Change in unallocated divisible surplus 34 (87) (22)
Non-cash and other items 122 240

45. Contingent liabilities, indemnities and guarantees
{a) Legal proceedings and regulations

The Group, like other financial organisations, is subject to legal proceedings and complaints in the normal course of its business.
While it is not practicable to ferecast 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 contingencies in respect
of these regulations.

{b) Issued share capital

The Scheme of Demutualisation sets a 10-year time limit, ending in 2016, for those eligible members of The Standard Life
Assurance Company who were not allocated shares at the date of demutualisation to claim their enfittements. As future issues of
these shares are dependent upon the actions of eligible members, it is not practical to estimate the financia! etfect of this potential
obligation.

(c) Other

In the ordinary course of business, Standard Life Trustee Company Limited (SLTC) enters into agreements which contain
guarantee provisicns 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 amourt, 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.
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46. Commitments
(a) Capital commitments

As at 31 December 2011, capital expenditure that was authorised and contracted for, but not provided and incurred, was £275m
(2010: £251m) in respect of investment properties. Of this amount, £248m (2010: £239m) and £27m (2010: £12m) relates to the
contractual obligations to purchase, construct, or develop investment property and repair, maintain or enhance investment property

respectively.

{b} Unrecognised financial instruments
The Group has commitied the following unrecognised financial instruments to customers and third parties.

2011 2010
£m £m

Commitments to extend credit:
Original term to maturity of one year or less 109 51
OCriginal term to maturity of more than one year 3 7
Other commitments 273 335

Included in other commitments is £257m (2010: £315m) committed by certain subsidiaries which are not fully owned by the Group.
These commitmenis are funded through (contractually agreed) additional investments in the subsidiary by the Group and the

nen-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-canceliable operating leases are as follows:

2011 2010

£m £m

Not later than one year 29 26
Later than one year and no later than five years 93 85
Later than five years 120 129
Total operating lease commitments 242 210

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) and Restricted stock plan {(RSP)
Long-term incentive plan (LTIP)

Details of the LTIP are set out in the Directors’ remuneration report. Under the terms of the plan, share options are awarded to

executives and senior management based on personal perfermance and/or the performance results of the Group.

The performance pericd and grant date for the aclive LTIP schemes are as follows:

Plan 2011 2010 2009
Grant date 31 March 2011 25 June 2010¢ 20 April 2009

1 January 2011 — 1 January 2010 — 1 January 2009 -
Performance period 31 December 2013 31 December 2012 31 December 2011

The performance target of the 2009 plan was altered during 2010. For 2009, the performance condition is 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 for the year to 31 December 2011. Since this medification relates to non-market vesting conditions, there was no
impact on the fair value of the granted instruments recognised by the Group. In addition, in respect of the 2009 plan, the number of

aptions that ultimately vest is also subject 1o a Total Sharehalder Return multiplier.

The performance target for the three years of the 2010 plan is based on the Group's operating profit for the year ended 31

December 2012.

The performance target for the three years of the 2011 plan is in two parts. Part | is based on the Group’s operating profit for the
year ended 31 December 2013. Part Il is based on the Group’s performance against its 2013 Group scorecard. The 2011 plan also

has personal performance targets.
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Restricted stock plan (RSP)

RSP is an additicnal share pfan under which options can be awarded to executives {cther than directors) and senior management.
The conditions and vesting period attached to RSP grants are failored to the individual award. RSP awards may be granted at any
time during the year.

(i) Standard Life Investments Long-term incentive plan (SLI LTIP)

Under the terms of the 2011, 2010 and 2009 Standard Life Investments long-term incentive plans, share options are awarded 1o
participants based on performance results of Standard Life Investments over a three year period. The performance target is based
on Standard Life Investments’ earmnings before interest and tax (EBIT) from third party assets under management, before variable
compensation, subject to an investment performance underpin based con the three year money-weighted average investment
performance of all assets under management against relevant benchmarks. The participants are also entitled to receive dividends
in the form of an entitlement to additional shares. At the grant date the participants are advised of the range of options that will be
awarded. The actua!l number of options that ultimately vest is determined at the end of the three year performance period. The
terms and conditions of the Standard Life Investments long-term incentive plans shown in Note 47(b) represent the maximum
number of options that can vest.

The majority of the awards granted under the Standard Life Investments long-term incentive plans are equity-settled share-based
payment transactions. The awards in respect of employees in USA, France and Asia are cash-sefiled.

(itfy  Share incentive plans

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 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 maiching shares if they
leave the Group prior to completing three years of service from the date of grant.

(iv)  Annual bonus deferred shares

Details of the annual bonus are set out in the Directors’ remuneration report. 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 2011 annual
bonus, half of any bonus earned by executive Directors and members of the executive team 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 the
2010 annual bonus, half of any bonus earned by members of the executive and senior management above 25% of salary will be
settled in shares which are deterred for a period of two years, subject to the deferred amount being worth 10% or more of salary.

The value of any dividends paid on those shares over the two year deferral period 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 entitlement 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 £2m (2010: £1m).

The number of instruments granted in relation to the year to 31 December 2011 was 524,024 (2010: 1,076,701), 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 2011.

(v) Sharesave (Save-as-you-earn)

During the year the Group launched a Save-as-you-earn (SAYE} plan, allowing eligible employees the opporunity 1o save a
monthly amount from their salaries, over either a three or five year period, which can be used to purchase shares in the Company
at a predetermined price at the end of the savings period. Employees are granted a predetermined number of options based on the
monthly savings amount and duration of their contract. The conditions attached to the options are that the employee remains in
employment for three years after the grant date of the options and that the employee satisfies the monthly savings requirement.
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Notes to the Group financial statements continved

47. Employee share-based payments continued
{a) Llong-term incentive plan (LTIP) and Restricted stock plan (RSP}

The terms and conditions of each of the ongeing arrangements are set out in the table below. The assumpticns disclosed are

based on the weighted average number of awards.

2011 2010 2009

LTIP
Date of grant 31 March 2011 25 June 2010 20 April 2009
Number of instruments granted 5,907,739 7,176,431 6,667,906
Share price at date of grant 207p 179p 187p

RSP
6 January 2011 - 18 August 2010 — 26 May 2009 —
Range of dates of grant 6 October 2011 20 December 2010 16 September 2009
Number of additional instruments granted 497,656 271,077 165,382
Share price at date of grant 196p - 223p 200p - 232p 198p — 202p
Average share price at date of grant 216p 211p 200p

LTIP and RSP

Expected outcome of meeting performance criteria (at the grant date} 50% 50% 20%
Fair value per granted instrument determined at the grant date 207p 179p 155p

The share options granted under LTIP and RSP will have a nil exercise price and settlement will be made in the form of shares.
Boih the weighted average contractual life and expected cption life at grant date is 3.5 years. No departures are expected at the

grant date, with any leavers being accounted for on departure.

The plans include the entitiement 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 2011, 17,541,935 (2010: 17,010,829} opticns were outstanding under LTIP and RSP. The weighted average
remaining expected life at 31 December 2011 was 1.36 years (2010: 1.54 years), while the weighted average remaining

contractual life was 1.86 years (2010: 2.04 years).

A reconciliation of movements in the number of share options granted to executives and senior management under LTIP and RSP

is set out in the table below.

2011 2010
Outstanding at 1 January 17,010,829 14,615,186
Granted 6,405,395 7,447,508
Forfeited {1,467,204) {2,303,051)
Exercised (53,616) {1.401.207)
Expired (4,353,469) {1,347,607)
Outsianding at 31 December 17,541,935 17,010,829

The performance conditions attached to the 2008 LTIP plan were not met and therefore the outstanding options under this plan did
not vest during the year as scheduled. The options exercised during 2010 related to the 2007 plan. The weighted average share
price at the time of exercise of the options which were exercised during the year was 204p (2010: 205p). The weighted average

exercise price was Lnil.
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(b) Standard Life Investments Long-term incentive plan

The terms and conditions of each of the ongoing arrangements are set out in the table below. The assumptions disclosed are
based on the weighted average number of awards.

2011 2010 2009

Main grant
Date of grant 31 March 2011 16 June 2010 & November 2009
Number of instruments granted 17,143,892 15,521,139 10,933,348
Share price at date of grant 207p 188p 213p
Contractual life {years) 3.75 years 3.96 years 3.80 years
Expected oplion life at grant date {years) 3.50 years 3.50 years 2.95 years
Expected outcome of meeting performance criteria {at the grant date) 50% 50% 50%
Fair value per granted instrument determined at the grant date 207p 188p 213p
Fair value per cash settled instrument granted determined at 31 December 206p 216p 216p

The share options granted will have a nil exercise price and settlement will be made in the ferm of shares. No departures are
expected at the grant date, with any leavers being accounted for on departure.

As at 31 December 2011, 42,029,199 (2010: 31,118,960) options were outstanding. The weighted average remaining expected life
at 31 December 2011 was 1.50 years (2010: 1.10 years), while the weighted average remaining contractual life was 2.00 years
(2010: 1.57 years).

A reconciliation of movements in the number of share options granted to executives and senior management is set cut in the table
below.

2011 2010
Outstanding at 1 January 31,118,960 21,066,243
Granted 17,143,992 15,521,139
Forfeited (1,070,453) {781,237)
Exercised (5,163,300) (4,687,185)
Outstanding 31 December 42,029,199 31,118,860

The options exercised during 2011 and 2010 relate to the 2008 and 2007 plans respectively. The weighted average share price at
the time of exercise was 216p (2010: 207p). The weighted average exercise price was £nil.
{c) Share incentive plans

The terms and conditions of each of the ongoing arrangements are set out in the table below and are based on the weighted
average number of awards.

2011 2010 2009
Number of instruments granted’ 676,775 719,178 789,287
Share price at date of grant 207p 202p 198p
Fair value per cash settled instrument granied determined at the grant date 207p 202p 198p

1

Included in the number of instrumenis granted are 112,121 (2010: 119,194; 2009: 120,265) rights to shares granted to eligible employees in Canada, Germany and
Austria.

At the grant date all awards are expected to vesl. No departures are expected at the grant date, with leavers being accounted for
on departure.
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47. Employee share-based payments continued
(d) Sharesave

The grant date for the Sharesave scheme is 15 September 2011. On this date there were 3,858,908 options granted to employees
participating in the three year scheme and 3,603,339 options granted to employees participating in the five year scheme. The fair
value of a three year option is 33.78p and a five year option is 33.35p.

The share options granted will have an exercise price of £1.57 and settlement will be made in the form of shares. No depariures
are expecled at the grant date, with any leavers being accounted for on departure.

As at 31 December 2011, 3,833,933 opticns were outstanding in the three year scheme and 3,587,678 options were outstanding in
the five year scheme. The remaining expected and contractual lives of three year options are 2.75 and 3.25 years respectively, and
of tive year options are 4.75 and 5.25 years respectively.

(e) Employee share-based payment expense

The amounts recognised as an expense in Note 6 for equity settled share-based payment transactions with employees are as
follows:

2011 2010

£m £m

Share options granted under iong-term incentive and restricted stock plans 21 16
Annual bonus deferred shares granted 2 1
Matching shares granted under share incentive plans 1 1
Other share-based payment schemes 1 -
25 18

Additionally, the Group incurred an expense for cash-settled share-based payment schemes of £2m in 2011 (2010: £1m). The
liability for cash-settled share-based payments outstanding at 31 December 2011 is £4m (2010: £2m).

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 related parties that relate to insurance and investment
management business.

Transactions with related parties carried out by the Group during the year were as follows:

201 210
£m £m
Sale to:

Associates 8,397 17,340
Joint ventures 51 32
8,448 17,372

Purchase from:
Associates 8,993 18,052
Joint ventures 24 19
9,017 18,071

Transactions with associates shown above relate primarily to the sales and purchase of holdings in investment funds managed by
the Group.

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

201 2010
£m £m

Due from related parties:
Joint ventures 55 74
55 74

In addition to the amounts shown above, the Group’s defined benefit pension schemes have assets of £739m (2010: £655m)
invested in investment vehicles managed by the Group.
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{b)} Compensation of key management personnel

Key management personnel comprise 21 people (2010: 21 people} within the Group, including all Directors, both executive and
non-executive and the direct reporis of the position of Chief Executive Officer. Detailed 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.

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

2011 2010

£m £m

Salaries and other short-term employee benefits 9 10

Post-employment benefits 3 -
Termination benefils -

Share-based payments 4 2

Total compensation of key management personnet 16 13

(c) Transactions with/from and balances from/{to) key management personnel and their close
family members

All transactions between the key management and their close family members, 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 2011, the key management personnel and their close family members contributed £4.4m (2010:
£1.9m) to products 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 1.3 — Chief Financial
Officer’s overview. 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 providers of capital (our equity holders, policyholders and holders of our
subordinated liabikities) 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 10 be, adequate to maintain the required level of satety 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 invesiment policy and the Group risk policy. By integrating policies in this way, the
Group is working towards a capital management framewark that robustly links the process of capital allocation, 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 forecast availabte capital and local regulatory capital requirements. In addition, internal rates of return achieved on
capilal invested are assessed against hurdle rates, which are intended to represent the minimum acceptable return given the risks
associated with each investmenl. The capital planning process is the responsibility of the Chief Financial Officer. Capital plans are
ultimately subject to approval by the Board.

The formal procedures for identifying and assessing risks that could atfect the capital position of the Group are described in the risk
management policies set out in Note 42 — Risk Management.
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49. Capital statement continued
Regulatory capital

The Group operates in a number of geographical regions, and local regulators, primarily the FSA, specify rules and guidance for
the minimum level of capital required to meet local requirements.

The FSA requires all insurance companies and financial conglomerates to maintain capital resources in excess cf 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 I1AS 32 Financial instruments: Disclosure and
Presentation are treated as capital under the regulatory basis. For the Group, this applies to its subordinated guaranteed bonds
and Mutual Assurance Capital Securities. The CRR represents the total of the individual capital resources requirements of each
regulated company in the Group.

In addition to the requirement 1o 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 capilal it believes is appropriate to
mitigate those risks. This individual capital assessment (ICA) refiects each company's view of the adequacy of its capital

resources.

There are many factors which affect the Group's capita! 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 returns 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 classified 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 long-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 after demutualisation is written in the other long-term business funds, principally the Proprietary Business Fund
(PBF).

The HWPF's capital resources of £4,083m at 31 December 2011 (2010: £3,997m) and fulure surplus arising can be used to
provide support for the HWPF, enhance payments to 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 board of SLAL considers necessary to declare
bonuses, in accordance with reasonable benefit expectations of with profits policyholders, without creating a regulatory deficit.

Any surplus within the PBF is attributable to equity helders. 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.

The regulatory results of SLAL have the most significant impact on the Group capital position. The other significant components
are insurance entities in Canada and Asia and non-insurance entities, including Standard Lile Investments Lid and Standard Life
plc.
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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 mainly comprise investment management and group corporate centre. The
Group’s capital position, based cn 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 lite Total life Qther Group
Fund’ funds tunds business  operations business  activities total
2014 £m £m £m £m £m £m £m £m
Available capital resources
Equity holders’ funds
Held outside life assurance funds - - 849 849 1,176 2,025 1,028 3,054
Held within lite assurance funds - 207 - 907 - 907 - 907
Equity attributable to ordinary equity
holders of Standard Life plc - 907 849 1,756 1,176 2,932 1,029 3,961
Unallocated divisible surplus 725 - - 725 - 725 - 725
Other sources of capital
Subordinated liabilities - - - - - - 1,186 1,186
Internal subordinated liabilities - - 1,186 1,186 253 1,439 {1,438) -
- - 1,186 1,186 253 1,439 {253) 1,186
Adjustments onto regulatory basis
Changes to the valuation of contract
liabilities 3,409 2 - 3,41 . 3,411 - 341
Exclusion of deferred acquisition costs
and other inadmissible assets (89) {657) {62) (808) (92) (900) {96) {996)
Exclusion of deferred income a8 248 - 346 1) 345 - 345
Exclusion of non-qualifying
subordinated labilities - - (54} {54) - (54) - {54)
Changes to the valuation of other
assets and liabilities (22) (311) (232} (565} 58 (507) 253 {254)
3,396 {718) (348) 2,330 {35) 2,295 157 2,452
Total available capital resources to
meet regulatory requirement 4,121 189 1,687 5,997 1,394 7,391 933 8,324
Analysed as follows:
Capital not subject to constraints - - 1,637 1,637 375 2,012 850 2,862
Capital subject to constraints 4,121 189 50 4,360 1,018 5,379 83 5,462
Total available capital resources 4,121 189 1,687 5,997 1,394 7,391 933 8,324
Restricted assets within the long-term
business fund {999)
Regulatory capital resources 7,325
Regulatory capital resources
requirement 3,426 776 4,202 37 4,239
Regulatory capital surplus 3,086
Analysis of contract liabilities
Participating
Insurance contracts 15,794 - - 15,794 715 16,509 - 16,509
Investment contracts 15,314 - - 15,314 5 15,319 - 15,319
Total particlpating contract liabilities 31,108 - - 31,108 720 31,828 - 31,828
Unit linked
Ingurance contracts 1 1,251 - 1,252 2,047 3,299 - 3,299
Investment contracts 1,109 62,827 - 63,936 10,737 74,673 - 74,673
Total unit linked liabilities 1,110 64,078 - 65,188 12,784 77,972 - 77,972
Other non-participating
Insurance contracts 11,968 3,874 - 15,842 5,904 21,746 3 21,749
Investment contracts 2 315 - 317 2,520 2,837 - 2,837
Total other non-participating
liabilities 11,970 4,189 - 16,159 8,424 24,583 3 24,586
Total contract liabilities 44,188 68,267 - 112,455 21,928 134,383 3 134,386

Capital resources amounting to £38m in respect of other with profits funds are disclosed within the Heritage With Profits Fund column, Participating contract liabilities
amounting to £644m relating to the new with profits funds created at demutualisation are disclosed within the Heritage With Profits Fund column.

Standard Life 199




Notes to the Group financial statements continued

49. Capital statement continued

UK regulated life business

Heritage  Proprietary Life business Total UK
With Profits business equity holders’ regulated life Overseaslife Total life Other Group
Fund’ funds funds business operations business activities? total
2019 £m £m £m £m £m £m £m £m
Available capital resources
Equity holders’ funds
Held outside life assurance funds - - 1,008 1,008 1,220 2,228 796 3,024
Held within life assurance funds - 878 - 879 - 879 " 879
Equity atiributable to ordinary equity
holders of Standard Life pic - B79 1,008 1,887 1,220 3,107 796 3,903
Unallocated divisible surplus 7588 - - 788 - 788 - 788
Other sources of capital
Subordinated liabilities - - - - - - 1,799 1,799
Interntal subordinated liabilities - - 1.789 1,798 257 2,056 (2,056} -
. - 1,799 1,799 257 2,056 (257) 1,799

Adjustments onto regulatory basis
Changes to the valuation of contract
liabilities 3,262 {2} - 3,260 (80} 3,180 - 3,180
Exclusion of deferred acquisition costs
and other inadmissible assets {122) {528) {326) {976) {111) (1.087) (43) (1,130}
Exclusion of deferred income 114 231 - 345 {1 344 - 344
Changes to the valuation of other
assets and liabilities (11} (259} (120} (390) 128 (262) 208 (54)

3,243 {558) {4486) 2,239 (64) 2,175 165 2,340
Total available capital resources to
meet regulatory reguirement 4,031 321 2,367 6,713 1,413 8,126 704 8,830
Analysed as follows:
Capital not subject to constraints - - 2.336 2,336 577 2,913 623 3,536
Capital subject to constraints 4.031 321 25 4,377 836 5213 81 5,204
Total available capital resources 4,031 321 2,361 6,713 1,413 8,126 704 8,830
Restricted assets within the long-term
business fund {1,357)
Regulatory capital resources 7,473
Regulatory capital resources
requirement 2,910 709 3,619 33 3,652
Regulatory capital surplus 3,821
Analysis of contract liabilities
Participating
insurance contracis 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 contracts 11,657 2,9M - 14,558 5,805 20,363 3 20,366
Investment contracts 4 313 - 317 2,613 2,930 - 2,930
Total other non-participating
liabilities 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

t

amounting to £511m relating to the new with profits funds created at demutualisation are disclosed within the Heritage With Profits Fund ¢olumn.
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The Group’s healthcare business, Standard Life Healthcare Limited, was scid on 31 July 2010 and its capital resources are not, therefore, inciuded in the analysis.




Movements in capital
The movements in the total capital resources shown in the capital staternent are set out below.

UK regulated life business

Heritage Proprietary Life business Total UK
With Profits  business equity holders regulated Overseas life Total life Other Group
Fund funds funds life business operations business activities total
2011 £m £m £m £m £m £m Em £m
At 1 January 4,031 N 2,361 6,713 1,413 8,126 704 8,830
Methodology/modelling changes (79} 4] - (80) - {80} - (80)
Change in assumptions used to
measure life assurance contract
liabilities and experience differences (24} 3 - (21 (218) (239) - (239)
New business {11) (121} - {132) {20) (152} - (152)
Investment surplus 913 {(87) 71 897 162 1,059 - 1,059
Equity holder/inter-fund transfers (68} 68 9 9 29 38 (38) -
Dividend transfers - - (300) {300) (110) (410) 248 (162)
Redemption of subordinated liabilities - - (604) (604) - (604) - (604)
Other faciors (641} 6 150 (485) 138 (347) 19 (328)
At 31 December 4,121 189 1,687 5,997 1,394 7,391 933 8,324

Change in assumplions used to measure life assurance contract liabilities and experience diflerences includes a decrease to
capital resources as a result of changes in Canadian mortality assumptions. This is primarily due to a change in montality
improvement rates.

As outlined in Note 37 — Subordinated liabilities, following a tender process the Company announced on 12 September 2011 that it
had agreed to purchase €687,220,000 of the 6.375% fixed/floating rate subordinated guaranteed bonds due 2022 at a purchase
price of €10,200 per €10,000. After settlement on 14 September 2011, SLAL purchased €687,220,000 of its outstanding
subordinated loans to the Company on the same terms. €62,780,000 in aggregate principal amount of the bonds remain
outstanding. Under FSA requirements, these do not qualify as capital resources and are shown as a movement in other factors.

Equity holder/inter-fund transfers include the transfer of £68m (2010: £71m) from the HWPF to the Proprietary Business Funds in
relation to additional expenses charged on German unitised with profits business.

UK regulated life business
Heritage Proprietary Life business Total UK
With Prefits ~ business equity holfders regulated Overseas life Total life Qther Group

Fund funds funds life business  operations business activities total
2010 £rm £m £m £m £m £m £m £m
At 1 January 1,655 258 3,379 5,292 1,204 6,496 550 7,046
Methodology/modelling changes 675 4 - 679 (47) 832 - 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)
Investment surplus 2,415 87 5 2,507 98 2,605 - 2,605
Equity holder/inter-fund transfers (71} 7 - - 32 32 (32) -
Dividend transfers - - (205) {205) - (205) 19 (186)
Other factors {571) 31 (818) {1,358) 158 (1,200) 167 (1,033)
At 31 December 4,031 kryl 2,361 6,713 1,413 8,126 704 8,830

UK regulated life business

SLAL's regulatory 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
bonuses, 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 retumns at 31 December 2011, SLAL had available capital resources of £6.0bn (2010: £6.7bn) and a
CRR of £3.4bn (2010: £2.9bn). 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.
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49. Capital statement continued

Capital subject to constraints for the UK regulated life business of £4.4bn at 31 December 2011 (2010: £4.4bn) 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 resources of £1,394m (2010: £1,413m)}, which relate mainly to operations in Canada, also include operations in Asia. 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 {o £1,019m at 31 December 2011 (2010: £836m).

Other activities

At 31 December 2011, capital resources of £933m (2010: £704m) and capital subject to constraints of £83m (2010: £81m) relate to
the Group's investiment 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, Hong
Kong, India and China. Through branches, the Group also provides such services in Irefand and Germany. With the exception of
the requirements of the Scheme and the intra-group subordinated debt referred to below and the capital support mechanisms,
there are no formal arrangements to provide capital to particular funds or business units. Any allocations of capital would need 1o
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 requlatory purposes. The Standard Life
Assurance Company of Canada has issued subordinated liabilities of £253m {2010: £257m) to the Company. During the year
ended 31 December 2010, Standard Life Investments Limited repaid the subordinated liabitities of £15m that it had issued. At
Group level only subordinated liabilities issued to external parties are included in the Group’s capital resources.,

In preparation for the implementation of Solvency 2, the business of Standard Life Investment Funds Limited was transierred to
SLAL on 31 December 2011. The current Group capital position has not been significantly impacted.

Group capital requirement

The Group must also calculate a group regulatory capital position under the Insurance Groups Directive (IGD). The IGD calculation
is a prudent aggregate value for the Group’s capital resources. The capital held within the long-term business funds of
approximately £4.3bn (2010: £4.4bn) is restricted to the level of the CRR of those funds of approximately £3.4bn {2010: £2.9bn).
Therefore, the Group recognises no net surplus in respect of capital within the long-term business funds.

On an IGD basis, the estimated regufatory capita! position at 31 December 2011 is a surplus of £3.1bn (2010: £3.8bn). The
reduction in the estimated regulatory capital surplus is predeminantly due 1o the repurchase of a portion of the Euro denominated
subordinated guaranteed bonds.

In respect of the Group’s 1GD regulatory reporting there were no breaches of regulatory capital requirements at any time during the
year.

Contract liabilities

The process used to determine the assumptions that have the greatest effect on the measurement of contract liabilities (including
options 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 —
Insurance contracts, investment contracts and reinsurance contracts — terms, methods and assumptions and Note 33 — Insurance
contracts, investment contracts and reinsurance confracts.

The sensitivity of contract liabilities to changes in market conditions, key assumptions and other variables, and assumptions about
management actions in response to changes in market conditions, are disclosed in Note 42 — Risk management.
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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 subsidiary incorporation or residence % of interest held' Nature of business
Standard Lite Assurance Limited Scotland 100 Life assurance
Standard Lite Investment Funds Limited Scotland 100 Life assurance
Standard Life Investments (Holdings) Limited Scotland 100 Holding company
Standard Life Investments Limited Scotland 100 Investment management
Standard Life (Mauritius Holdings) 2006 Limited Mauritius 100 Holding company
Standard Life Overseas 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 Scottand 100 Life assurance
Standard Life Savings Limited Scotland 100 Investment management
Standard Life Eurcpean Private Equity Trust PLC™? Scotfand 51 investment trust
The Standard Life Assurance Company 2006>* Scottand 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 Scottand 100 Direct sales
Standard Life Wealth Limited Scotland 100 Investment management
Vebnet (Holdings) Limited England 100 Holding company

Software and consultancy
Focus Solutions Group Limited England 100 solutions

All issued share capital of the Company’s principal subsidiaries is classified as ordinary.
Indicates listed entity.
Indicates the entity has had a different reporting date 10 the Group but has been consolidated consistently at 31 December 2011.

The Standard Life Assurance Company 2006 (formerly named The Standard Lite Assurance Company} is a sole member company with Standard Life Assurance
Limited being the sole member.

L R I e

A complete list of the Company’'s subsidiaries is available as an attachment to the Company’s Annual Return.
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Notes to the Group financial statements continued

51. Business combinations

On 11 January 2011, the Group purchased the entire issued and to be issued share capital of Focus Solutions Group plc (Focus).
On 17 May 2011, Focus delisted its ordinary shares from trading and was re-registered as a private fimited company, Focus
Sclutions Group Limited. Focus is a provider of software and consultancy solutions to the financial services industry, enabling its
clients to automate the delivery of financial products and services 1o 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 final fair value of net assets acquired and resulting goodwill are as
follows:

£m
Purchase consideration

Cash paid 42
Loan notes issued 7
Total purchase consideration 49

Fair 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 {5)
23
Goodwill 26

The goodwill is attributable 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 goodwill recognised is expected to be deductible for income tax
purposes.

The amount of revenue and profit included in the consolidated income statement for the year ended 31 December 2011
contributed by Focus was £16m and £1m respectively.

52. Events after the reporting period

A judgment handed down on 1 February 2012 in the Commercial Court in London found in favour of Standard Life Assurance
Limited in its claim of approximately £100m against the insurers of its 2008/2009 professional indemnity policy in relation to the
Standard Life Pension Sterling Fund. The insurers are appealing the judgment and the appeal is unlikely {o be heard before
autumn 2012. No recoveries in respect of the claim are recognised in the consolidated income statement for the year ended 31
December 2011. The recognition of the benefil of any recoveries in respect of the claim in the consolidated income statement will
depend on the timing and outcome of the appeal.
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Independent auditors’ report to the Directors of Standard Life plc on the EEV basis
supplementary financial statements

We have audited the full European Embedded Value (EEV) basis supplementary financial staterments of Standard Life plc {the
Group) for the year ended 31 December 2011 which comprise the EEV consolidated income statement, the EEV consolidated
statement of comprehensive income, the EEV consolidated statement of tinancial position and the relevant Notes 1 to 17 (the EEV
basis supplementary financial statements) which have been prepared in accordance with the EEV basis set out on pages 209 to
210 and on pages 233 to 239 and which should be read in conjunction with the audited consolidated financial statements.

Respective responsibilities of Directars and auditors

The Directors are responsible for preparing the EEV basis supplementary financial statements in accordance with the EEV basis
set out in Notes 1 and 17. Our responsibility, as set out in our letter of engagement dated 6 May 2011, is to audit and express an
opinion on the supplementary financial statements in accerdance 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 repor,
including the opinion, has been prepared for and only for the Company’s Directors as a body in accordance with our letter of
engagement dated 6 May 2011, 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 intc whose hands it may come, save where expressly agreed
by our prior consent in writing.

Scope of the audit of the EEV basis supplementary financial statements

An audit involves obtaining evidence about the amounts and disclosures in the EEV basis supplementary financial statements
sufficient to give reasonable assurance that the EEV basis 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 EEV basis supplementary financial statements. In
addition, we read ali the financial and nen-financial information in the-EEV basis supplementary financial statements 1o identify
material inconsistencies with the audited financial statements. If we become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report.

Opinion on the EEV basis supplementary financial statements

In our opinion, the EEV basis supplementary financial statements for the year ended 31 December 2011 have been properly
prepared in all material respects in accordance with the EEV basis set out on pages 209 to 210 and on pages 233 to 239.

PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
Edinburgh

13 March 2012

(a) The EEV basis 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 cut by the auditors does not involve consideration of these
matters and, accordingly, the auditors accept no responsibility for any changes that may have cccurred to the EEV basis 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 2011

2011 2010
Notes £m £m

Covered business
UK 450 436
Canada 324 250
International 104 83
HWPF TVOG n {8)
Covered business EEV operating profit 2{a} 889 771
UK 67 28
Global investment management’ 6(b) €69 33
Group corporate centre costs (50) (54)
Other 6(c) 14 9
Non-covered business EEV operating profit 100 16
EEV operating profit before tax from continuing operations 989 787
EEV non-operating items
Long-term investment return and tax variances 70 578
Effect of economic assumption changes (500} {209)
Impairment of intangible assets (5) -
Impairment of investments in associates - {1
Restructuring costs® {73) (71}
Other EEV non-operating items (13) -
Consolidation adjustment tor different accounting bases® 58 51
EEV non-operating (loss)/profit before tax from continuing operations {463} 348
EEV profit before tax from continuing operations 526 1.135
Tax attributable to:

EEV operating profit {265) (249}

EEV non-operating items 108 (90}
EEV profit after tax from continuing operations 369 796
EEV profit after tax from discontinued operations® - 20
Total EEV profit after tax 369 816

1

Global investment management non-covered EEV operating profit of £69m (2010: £33m) represents operating profit of £125m (2010: £103m) atter excluding profits

of £66m (2010: £70m) which have been generated by lite and pensions covered business. Global investment management EEV operating profit therefore represents

31 December 2010.
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third party non-covered EEV operating profit. Refer to Note 6(b} — Global investment management EEV operating profit before tax and Note 17 — EEV methodology.
Refer to IFRS financial information Note 8 — Restructuring and corporate transaction expenses. The £73m of restructuring costs in 2011 also include additional
impacts to required capital and PVIF following the termination of an internal reinsurance agreement.

This adjustment reflects the removal of accounting differences for the Canada subordinaled liability as explained in Note 17 - EEV methodology.
The Group's healthcare business, Standard Lite Healthcare Limited, was sold on 31 July 2010 and was classified as a discontinued operation for the year ended




EEV earnings per share (EPS)
For the year ended 31 December 2011

2011 2010
EEV operating profit after tax from continuing operations (Em)’ 724 538
Basic EPS (pence} from continuing operations s 24.0
Weighted average number of ordinary shares in issue {millions}) 2,30 2,242
Diluted EPS (pence) from continuing operations 3.4 23.9
Weighted average number of ordinary shares on a diluted basis (millions) 2,304 2,248

' EEV operating profit before tax from continuing operations of £889m (2010 £787m) less attributed tax on EEV operating profit from continuing operations of £265m

(2030: £249m).

EEV consolidated statement of comprehensive income
For the year ended 31 December 2011

2011 2010

Notes £m £m

EEV profit after tax . 369 816
Less: EEV profit after tax from discontinued operations - 20
EEV profit from continuing operations 369 796
Fair value gains/(losses) on cash flow hedges® - (2}
Actuarial (losses)/gains on defined bensfit pension schemes' (88) 184
Exchange differences on transtating foreign operations® (69) 152
Net investment hedge' 13 (39)
Aggregate tax effect of items not recognised in income statement 27 (59}
Qther - 9
Qther comprehensive (expenselincome for the year (117) 245
Total comprehensive income for the year attributable to equity holders from continuing operations 252 1,041
EEV profit after tax from discontinued operations - 20
Other comprehensive income from discontinued operations® - 24
Total comprehensive income for the year attributable to equity helders from discontinued operations - 44
Total comprehensive income for the year attributable to equity holders 7 252 1.085

Consistent with the IFRS consclidated statement of comprehensive income.
Exchange differences primarily relate to Canada (£30m} and India (£24m).
Reter to IFRS financtal information Note 10 - Discentinued operations.

2
a
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EEV consolidated statement of financial position

As at 31 December 2011
31 December 31 December
2011 2010
Notes £m £m
Covered business
Free surplus 631 1,202
Required capital 1,296 1,031
Net worth 1,947 2.233
Present value of in-force 4,423 4,277
Cost of required capital (583) {439)
Total embedded value of covered business 2(c} 5,787 6,071
Non-covered business
UK 393 271
Global investment management 256 256
Group corporate centre 650 457
Other 253 221
Total net assets of non-covered business 6{(a) 1,552 1,205
Consolidation adjustment for different accounting bases’ 89 45
Tota! Group embedded value 7 7,428 7.321
Equity
Share capital 235 228
Shares held by trusts (19) {21)
Share premium reserve 1,110 976
Retained earnings on an IFRS basis 1,030 1,094
Other reserves 1,605 1,626
Additional retained earnings on an EEV basis 3,467 3,418
Total equity 7,428 7,321
' 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 2011
31 December 31 December
2011 2010
Total Group embedded value (Em) 7,428 7,321
EEV per share (pence) 37 322
Diluted closing number of ordinary shares in issue (millions) 2,344 2,275

Approved on behalf of the Board of Directors on 13 March 2012 by the fcllowing Directors:

Gerry Grimstone, Chairman
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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
and the Interim Transitional Guidance issued in September 2011. EEV reports the value of business in-force based on a set of best
estimate assumplions, allowing for the impact of uncertainty inherent in future assumptions, the cost of holding required capital and
the value of free surplus. The tota! 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 ditferent.

EEV includes the net assets of the businesses that are owned by equity holders of Standard Life plc (the Company) plus the
present value of future profits expected to arise from in-force long-term insurance policies (PVIF) where these fulure profits are
atiributable to equity holders under the Scheme of Demutualisation {the Scheme) or from sales of new business since 10 July
20086.

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 assumplions are based upon the best estimate of the actual tax expected to arise. Profit befere 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 after-tax profits, it provides a consistent
grossing-up basis upon which to compare results from one year to another and is in line with the Group’s expectation of the rate of
tax applicable to business sold after demutualisation.

A detailed description of EEV methodology is provided in Note 17. There have been no significant changes to EEV methodology
from that adopted in the previous reporting period, except as noted below.

Covered husiness
A detailed description of EEV covered business is provided in Note 17 — EEV methodology.

With effect from January 2011, Canadian insurers have adopted IFRS as their basis for reporting, replacing the previcus Canadian
GAAP (CGAAP) basis. The impact of the change has been to reduce the Canada EEV by £59m. The comparative results for the
12 months to 31 December 2010 have not been restated.

Elsewhere within the Group, the regulatory basis for setting actuariat reserves and required capital has heen calculated assuming
the continuation of current regimes. Therefore, no allowance has been made for the change in reserving or required capital bases
anticipated under Solvency 2. This approach is in accordance with the Interim Transitional Guidance for Embedded Value
Reponrting issued by the CFO Forum in September 2011. Similarly, no allowance has been made for forthcoming changes 1¢ the
UK life insurance tax regime. The deferred tax position has been calculated using legislation in force at 31 December 2011.

The Hong Kong EEV results for 31 December 2010 were calculated on a 'risk neutral’ approach, whereby projected investment
returns and discount rates were based on risk free rates. For the results for 31 Becember 2011, Hong Kong is using a similar
approach to that used in the rest of the Group's wholly owned businesses. This involves projecting investment returns on real world
assumptions and setting a risk discount rate that removes the market risk above the risk free rate. Principal economic assumplions
for investment returns and risk discount rates are provided in Note 13 — Principal economic assumptions — deterministic
calculations — covered business. Due to the calibration methodology for setting the risk discount rate, there is no material impact on
the results produced on the previous 'risk neutral’ approach. Therefore the comparative results for 31 December 2010 have not
been restated. The India and China joint venture (JV) businesses are still calculated on a 'risk neutral approach.

Segmentation

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, Following the
acquisition of Focus Selutions Group plc on 11 January 2011, UK non-covered business results for the year ended 31 December
2011 include Focus. UK non-covered business is shown within Note 6 — Non-covered business.

The EEV consolidated income statement presents EEV operating profit from continuing operations only and therefore excludes the
results from discontinued operations.

Impact of UK budget changes announced on 23 March 2011

The Finance Act 2011 reduced the UK corporaticn tax rate to 25% with effect from 1 April 2012. The reduction to 25% has been
included within our best estimate assumptions for UK corporation tax as at 31 Becember 2011.

The 2011 Budget statement also announced the Government's intention to make further reductions in the rate of UK corporation
tax in 2013 and 2014. However, these reductions are subject to legislation being enacted in future years and, in accordance with
our previous approach, have not been included within the best estimate assumptions as at 31 December 2011.
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Notes to the EEV financial information continued

1. Basis of preparation continued

Recapture of internal reinsurance

On 31 December 2011, the business of Standard Life Investment Funds Limited (SLIF) was transferred to the Standard Life
Assurance Limited (SLAL) Shareholder Fund and Proprietary Business Fund under a court approved scheme pursuant to Part VIl
of, and Schedule 12 to, the Financial Services and Markets Act 2000. The impact of the change has been to reduce the UK EEV by
£10m. This is included within restructuring costs.

Events after the reporting period

A judgment handed down on 1 February 2012 in the Commercial Court in London found in favour of SLAL in its claim of
approximately £100m against the insurers of its 2008/2009 professional indemnity poficy in relation to the Standard Life Pension
Sterling Fund. The insurers are appealing the judgment and the appeal is unlikely to be heard before autumn 2012. No recoveries
in respect of the claim are recognised in the income statement for the year ended 31 December 201 1. The recognition of the
benefit of any recoveries in respect of the claim will depend on the timing and outcome of the appeal.

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 TVOG Total

12 months to 31 December 2011 Notes £€m £m £m £m £m
Contribution from new business 3 204 73 58 - 335
Contribution from in-force business:

Expected return on existing business 242 144 54 - 440

Experience variances 4 12 118 7 11 148

Operating assumption changes 5 31 (8) 10 - 33
Development expenses (33) (14) (27} - (74)
Expected return on free surplus (€} il 2 - ’ 7
EEV operating profit before tax 450 324 104 11 889
investment return and tax variances 41 a1 {(19) 7 70
Effect of economic assumption changes (173) (181) 105 (251) (500)
Restructuring costs (53) {3) {3) - (59)
EEV profiti{loss) before tax 265 181 187 (233) 400
EEV attributed tax (66) {45) {56) 58 (109)
EEV profit/(loss) after tax 189 136 131 (175) 291

HWPF
UK Canada International TVOG 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 return on existing business 237 142 43 - 422

Experience variances 4 32 16 (13) (8) 27

Operating assumption changes 5 44 i8 19 - 81
Development expenses {(30) {10) (27) - (67)
Expected return on free surplus {20} 16 4 - -
EEV operating profit/(loss) before tax 3436 250 93 (8) 771
Investment return and tax variances 463 40 22 53 578
Effect of ecenomic assumption changes {77} {83) 10 {59) (209)
Restructuring costs {39} (1) (5) - (45)
EEV profit/{loss) before tax 783 206 120 {14} 1,095
EEV attributed tax {212) {53) (27} 4 (288)
EEV profit/(loss) after tax 571 153 93 {10} 807

An analysis of EEV profit after tax by territory is provided in Note 9 — Analysis of covered business EEV PVIF and net worth
movements (net of tax).

EEV operating profit before tax for covered business is calcutated using the expected long-term investment return which is based
on opening economic assumptions. Investment variances, the efiect of economic assumption changes and other EEV
non-operating items are excluded from EEV operating profit and are reported as pan of total EEV profit.

210 Standard Life




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 consolidated financial statements as disclosed in Note 42 — Risk
management. The resulis for Canada and International include the cost of the Canada and Asia TVOG and the cost of TVOG
arising on business written outside of the HWPF in Germany.

Improved new business profitability was due to higher sales volumes in the UK and increased margins in the UK and Canada. An
analysis of new business contribution is provided in Note 3 — Analysis of new business contribution.

The increase in the expected return on existing business from £422m in 2010 to £440m in 2011 is primarily due to higher opening
PVIF, partly ofiset by lower opening risk discount rates.

Details of experience variances and operating assumption changes are provided in Note 4 - Experience variances and Note 5 —
Operating assumption changes.

Development expenses of £74m in 2011 (2010; £67m) reflect the increased investment in the business. Development expenses of
£33m in the UK mainly relate to investment in corporate propositions, in particular trust based pensions; retail propositions, largely
SIPP; and to investment in the faunch of our repositioned brand and refreshed visual identity. The £27m of development expenses
in International include £8m relating to the costs of developing the JV businesses and £19m relating to development of the wholly
owned businesses to build future growth,

The negative £6m expected return on free surplus in the UK reflects the relatively low expected returns currently available on cash
assets within free surplus, along with a higher expected increase in the value of subordinated liabilities relative to the expected
return on the assets backing subordinated liabilities. The improvement over the £20m UK loss reported in 2010 mainly reflects the
impact of a change in investment strategy in the assets that are backing the subordinated liabilities together with the impact on
expected return of the completion of a tender for a tranche of subordinated liabilities in 2011.

Investment return and tax variances generated a profit of £70m across all covered business. Investment return and tax variances in
the UK produced a profit of £41m. Investment returns in 2011 generated an increase in free surplus of £165m, largely within
annuity business, which was oifset by a reduction in PVIF of £237m, largely due to lower than expected investment returns on
unitised business. In addition, there was a profit of £110m, in excess of the returns that are included in the expected retum on free
surplus and in operating variances, arising from differences in movements of subordinated liabilities and the assets that are
backing the subordinated debt. Canada investment return and tax variances generated a profit of £41m which is after a £79m pre-
tax loss (£59m post-tax loss} from the impact of adopting IFRS accounting. Refer to Note 1 — Basis of preparation. The remaining
positive variances in Canada primarily reflect the benefils of strong investment returns in 2011.

Etfect of economic assumption changes was an overall loss of £500m. The main cause of the loss was higher TVOG within the
HWPF of negative £251m and within the German With Profit Fund of negative £30m, which were largely due to lower risk free rates
and higher swaption volatility. Reductions in risk free rates led to losses from lower future assumed investment returns of £615m in
the UK and £161m in Canada, partly offset by a profit of £471m from reduced risk discount rates, which is explained in Note 13 —
Principal economic assumptions — deterministic calculations ~ covered business. Changes to the long term corporation tax rates in
the UK, Canada and Germany, along with the impact of the temporary levy on pension business in Ireland, resulted in an overall
profit of £97m. Reler to Note 1 — Basis of preparation. Increases in the market valuation of the Canada subordinated liabilities
created a loss within covered business of £59m, but this is offset within the overall Group EEV profit by a consolidation adjustment
for different accounting bases.

Restructuring costs of £59m include £53m within the UK. This primarily represents the covered business costs associated with a

number of restructuring programmes including Solvency 2, as well as the free surplus and associated other EEV impacts arising
from the termination of the internal reinsurance agreement between SLAL and SLIF.
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Notes to the EEV financiat information continuved

2. Segmental analysis - covered business continued

(b} Segmental analysis of movements in EEV

HWPF
UK Canada  International TVOG Total
12 months to 31 December 2011 £m £m £m £m £m
Opening EEV 3,657 1,758 732 (76) 6,071
EEV profit/(loss) after tax 199 136 11 {(179) 29
Internal capital transfers (376) {116) 34 - (458)
Transfer back of surplus to Standard Life Investments (36) (2) {3 - (41)
Transfer back of mutual funds net worth 19 (5} - - 14
Actuarial {losses)/gains on defined benefit pension schemes - {42) 8 - (34)
Foreign exchange differences - {30) (36) - (66)
Aggregate tax effect of items not recognised in income statement - 12 - - 12
Other {4) 1 1 - (2)
Closing EEV 3,459 1,712 867 (251) 5,787
HWPF
UK Canada International TVOG Total
12 months 10 31 December 2010 £m £m £m £m £m
Opening EEV 3,120 1,553 658 {(66) 5,265
EEV profit/(loss) after tax 571 153 93 {10 807
Internal 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 pensien schemes - (20) (9) - (29)
Foreign exchange differences - 139 (5) - 134
Aggregate tax effect of items not recognised in income statement 5 - - 5
Closing EEV 3,657 1,758 732 {76) 6,071
Internal capital transfers mainly reflect dividend transfers to Standard Lite plc.
(¢) Segmental analysis of opening and closing EEV
HWPF
UK Canada Internationat ™VOG Total
12 months to 31 December 2011 £m £m £m £m £m
Analysis of EEV
Free surplus 930 226 46 - 1,202
PVIF 2,637 1,061 655 {76) 4,277
Required capita! 159 a13 59 - 1,031
Cost of capital {69) (342) {(28) - (439)
Opening EEV 3,657 1,758 732 (76) 6,071
Analysis of EEV
Free surplus 686 {103) 68 - 651
PVIF 2,683 1,229 762 (251) 4,423
Required capital 169 1,059 68 - 1,296
Cost of capital {79) {473) {31} - (583)
Closing EEV 3,459 1,712 867 {251) 5,787
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HWPF
UK Canada International TVOG Total
12 months to 31 Pecember 2010 £m £m £m £m £m
Analysis of EEV
Free surplus 673 136 N - 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
Analysis of EEV
Free surplus 930 226 45 - 1,202
PVIF 2,637 1,061 655 (76) 4,277
Required capital 159 813 59 - 1,031
Cost of capital {69) (342} (28) - (439)
Closing EEV 3,657 1,758 732 {76) 6,071

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.

New business contribution (NBC}) and the present value of new business premium {PVNBP} margins are shown after the effect of
required capital.

Annualised

Fee (F) - Single regufar PVNBP
Spread/risk NBC premiums premiums PVNBP PVNBP margin®

12 months 1o 31 December 2011 (S/R) £m £m £m £m multiplier’ %
Individuat pensions F 12 3,598 99 3,936 3.4 0.3
Savings and investments F 15 1,973 24 2,151 7.4 0.7
Annuities S/R 58 312 - 312 - 18.6
Protection SR - - - 1 - 5.2
Retail 85 5,883 123 6,400 4.2 1.3
Corporate pensions F 60 1,889 620 4,607 4.4 1.3
Institutional pensions F 59 3,027 1 3,028 1.0 2.0
Corporate 119 4,916 621 7,635 4.4 1.6
UK 204 10,799 744 14,035 4.3 1.5
Fee F 38 1,216 33 1,695 14.5 2.2
Spread/risk SR 35 306 61 1,233 15.2 29
Canada 73 1,522 94 2,928 15.0 2.5
Wholly owned F 51 1,567 86 2,275 8.2 2.2
Joint ventures 7 82 100 500 4.2 1.4
international 58 1,649 186 2,775 6.1 2.1
Total covered business 335 13,970 1,024 19,738 5.6 1.7

The PVNBFP multiplier is calculated as the total of PVNBP less single premiums, divided by annualised regular premiums.

2 PVNBP margins are calculated as the ratio of NBC to PVYNBP and are based on the underlying unrounded numbers.
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Notes to the EEV financial information continued

3. Analysis of new business contribution continued

Annualised
Fee {F) - Single regular PVNBP
Spread/risk NBC premiums premiums PVNBP PVNBP margin®
12 months to 31 December 2010 (S/R} £m £m £m £m multiptier' Y%
Individual pensions® F 19 3,539 92 3,858 3.5 0.5
Savings and investments F 7 1.827 23 1,897 7.4 0.4
Annuities S/R 56 343 - 341 - 16.5
Protection SR - - 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
Institutional pensions F 46 3.472 - 3,472 - 1.3
Corporate ' 91 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 2.3
Spread/risk S/R 21 239 52 1.000 14.6 241
Canada 68 1,455 120 3,048 13.3 2.2
Wholly owned F 44 1,313 77 1,928 8.0 2.3
Joint ventures 23 74 119 550 4.0 4.3
International 67 1,387 196 2,478 5.6 2.7
Total covered business 308 13,246 940 18,483 5.6 1.7
The PVYNBP multiplier is calculated as the total of PYNBP less single premiums, divided by annualised regular premiums.
?  PVNBP margins are calculated as the ratio of NBC to PVNBP and are based on the underlying unrounded numbers.
Individual pensions include Retall Trustee investment Plan. This was previousty included in corporate pensions. The 2010 impact on PVNBP is £25m.
4. Experience variances
HWPF
UK Canada International TVOG Total
12 months to 31 December 2011 £m £m £m £m £m
Lapses (37) - (11} - (48)
Maintenance expenses (4) - - - (4)
Mortality and morbidity 3 - 1 - 4
Tax a2 72 16 (1) 119
Other 18 486 1 12 77
Total 12 118 7 1 148

The lapse experience loss of £37m in the UK includes a negative variance within our pensions business of £29m. This was mainly
due to transfers within our pension business. UK lapse experience variance also includes a £10m adverse variance within mutual

funds and a £2m loss on institutional pensions mainly arising from the loss of one farge scheme. The £11m adverse lapse

experience within International mainly arises from a £4m loss within the Ireland domestic business and a £5m loss within the JV

businesses.

Management action that reduced future tax payable on profits from overseas branches resulted in positive tax variances of £36m in
the UK and £15m in International. Tax variances in Canada represent the expected release of 1ax provisions within the actuarial

reserves along with operating tax variances.

Other UK variances of £18m include a £50m profit from the impact of a management action to reduce current and future

investment expenses; a £28m loss from an agreement 1o fund future recharges to non-covered businesses; various modelling

improvements which generated a profit of £13m; a £7m cost from the completion of a tender for a tranche of subordinated

liabilities; with £10m of other losses mainly arising from the impact of reserve changes and other reconciliations.

Within Canada, other variances mainly arise from the impact of management actions to enhance invesiment yields on assets.
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HWPF

UK Canada International TVOG Total
12 months to 31 December 2010 £m £m £m £m £m
Lapses (3} - {2) - {5)
Maintenance expenses {4} 5 1 - 2
Mertality and morbidity 4 17 - - 21
Tax (8) 9 (1) . -
Other 43 (15) {11} (8} 9
Total 32 16 (13) {8) 27

For the 12 months 1o 31 December 2010, other UK variances of £43m include a £28m gain from the impact of investment strategy
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 profit of £31m; with £1m of other profits mainly arising from the
impact of reserve changes and other reconciliations and management actions.

5. Operating assumption changes

HWPF

UK Canada International TVOG Total
12 months to 31 December 2011 £m £m £m £m £m
Lapses 31 34 (18) - a7
Maintenance expenses 10 40 {B) - 42
Mortality and morbidity (1) {139) 3) - {153)
Tax 1 - - - 1
Other - 57 39 - 96
Total 31 (8) 10 - 33

Positive lapse assumption changes in the UK include a £25m gain from improved long-term assumptions for institutional pensions,
and a £8m profit on legacy life business reflecting recent experience. Favourable changes in assumed early retirement rates for
individual pensions have been offset by anticipating a period of higher paid-up activity as a result of pension reform changes.

Canada lapse assumption gains of £34m mainly arise from improved persistency within pensicns business.

Within International, the lapse assumption loss of £18m includes a £7m loss from the JV businesses and a £6m loss from higher
paid-up assumptions in Hong Kong.

Canada expense assumpiion profits of £40m include a £31m profit from mutual fund and segregated fund business and £15m of
gains from group insurance business.

The £11m foss from mortality assumption changes in the UK mainly arise from annuities, reflecting updates for recent experience
and revised longevity improvement rates. In Canada, most of the £139m loss from mortality assumptions reflects the impact of
revised industry-standard mortality improvement rates.

The £57m other assumption changes in Canada include a £109m profit from various changes in asset allocation strategies,
including the benefits of management actions aimed at enhancing the investment yield on assets. This was partly offset by a loss
of £62m from a reducticn in expected fee income in our greup savings and relirement products.

The £39m other assumption ¢changes in International include a gain of £48m within Germany due to revised assumptions for
certain classes of deferred annuities, which enables recognition of the profits expected when the policy converts to an annuity in-
payment.

HWPF

) UK Canada International TVOG Total
12 months to 31 December 2010 £m £m £m £m £m
Lapses 13 - {7} - 8
Maintenance expenses 43 68 14 - 130
Mortality and maorbidity {19) (12) 2 - {29)
Tax (1) - - - 1)
Other 3 (38) 10 - {25)
Total 44 18 19 - B1
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Notes to the EEV financial information continued

5. Operating assumption changes continued

For the 12 months to 31 December 2010, 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 assumgption profits of £68m mainly arise from improved expenses for group savings and retirement products,
reflecting the significant growth in business volumes during 2010. The other assumption changes in Canada include a £37m loss
from a reduction in expected fee income in our group savings and retirement products.

6. Non-covered business

Non-covered business EEV operating profit is represented by operating profit' as adjusted for Standard Life Investments (global
investment management) look through profits and the return on mutual funds which are recognised in covered business. Refer to
Note 17 — EEV methodology.

UK non-covered primarily comprises UK nen-covered mulual 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.

(a) Segmental analysis - non-covered business

Global Other including Total non-

investment Discontinued group corporate covered

UK management operations centre business

12 months to 31 December 2011 £m £m £m £m £m
Opening EEV net assets 271 256 - 678 1,205
EEV profit/(loss) after tax 37 51 - {54) 34
Transfer back of net worth from covered business (19) 41 - 5 27
Fareign exchange differences - (6) - 3 {3)
Internal capital transfers 136 (88} - 410 458
Distributions to equity holders - - - (303) (303)
Other {32) 2 - 164 134
Closing EEV net assets 393 256 - 903 1,552

The transfer back of 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 Limited) and the
Canada mutual funds business (within other non-covered), necessary to reconcile the opening and closing EEV net assets. For
further detait refer to Note 17 — EEV methodelogy, under consolidation adjustments.

The Company cperated a Scrip dividend scheme for dividends paid in 2010 and 2011. 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 2011, dividends paid comprise £141m (2010: £92m) settled by the issue of shares under the Scrip scheme, and £162m
paid in cash (2010: £186m).

The other movement in the UK EEV net assets mainly relates to the change in the UK nen-covered pension scheme of negative
£51m (2010: positive £214m) and the associated deferred tax asset of positive £15m (2010: negative £65m).

Other movements in other including group corporate centre predominantly relate to the £141m issue of share capital other than in
cash in relation 1o the Scrip dividend paid by the Company.

Global Other including Total non-
investment Discontinued group corporate covered
UK management operations centre business
12 months to 31 December 2010 £m £m £m £m £m
Opening EEY net assets {19) 195 343 644 1,163
Opening adjustments 34 - - (34) -
Opening adjusted EEV net assels 15 195 343 610 1,163
EEV {loss)/profit after tax {9} 26 20 (66) (29)
Transter back of net worth from covered business {28) 52 - 4 28
Foreign exchange differences - 2 - 16 18
Internal capital transfers 144 (18) (387} 344 a3
Distributions 1o equity holders - - - (278) (278)
Other 149 (1) 24 48 220
Closing EEV net assets 27m 256 - 678 1,205

The opening adjustment of £34m represents the reclassification of other non-covered to UK non-covered business during the
period.

' Refer to Accounting palicy (jj} - operating profit in the IFRS financial informatian.
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{b) Global investment management EEV operating profit before tax

Global investment management non-covered business profits are included in EEV on a look through basis. This means that the
profits from global investment management which are generated from life and pensicns business are allocated to covered
business. Therefore, the difference between third party non-covered business EEV operating profit before tax of £69m

(2010: £33m) and operating profit for the global investment management business of £125m (2010: £103m} is the profit allocated
to covered business.

12 months to 12 months to

31 December 2011 31 December 2010

£m £m

Giobal investment management third party non-covered business EEV operating profit before tax 69 33
Third party related covered business EEV operating profit before tax 32 33
Total third party business EEV operating profit before tax 101 66
Other covered business EEV operating profit before tax 24 37
Global investment management operaling profit before tax 125 103

Total global investment management EEV operating profit allocated to covered business of £56m (2010: £70m) consists of third
party related covered business EEV operating profit of £32m (2010: £33m} and other covered business EEV operating profit of
£24m (2010: £37m).

Third party related covered business EEV operating profits relate to products actively marketed and sold to third parties through
global investment management distribution channels. If these profits are added to the global investment management third party
non-covered business EEV operating profits of £69m (2010: £33m), there are £101m (2010: £66m) of total third party related
profits for global investment management.

The increase in the propertion of global investment management EEV operating profit before tax generated from third parties is
due to new business flows into higher margin products, a refinement of cost allocations and the fee received following the transfer
of money market funds in the first half of 2011.

(c) Other EEV operating profits before tax

12 months to 12 months to

31 December 2011 31 December 2010

£m £m

Canada non-life subsidiaries . 6 1
Mutual funds transterred to covered business {7} (3)
Canada non-life subsidiaries excluding transfers 1o covered business (1) (2)
Standard Life plc income 6 3
Ofther 9 8
Other non-covered business EEV operating profit before tax 14 ]

Canada non-life subsidiaries are included within the Canada segment of the IFRS financial statements.

Included within other are the head office costs relating te the International businesses. These costs are included within the
Internationaf segment of the IFRS financial statements.

7. EEV reconciliation of movements in consolidated statement of financial

position
12 months to 12 months to
31 December 2011 31 December 2010
£m £m
Opening EEV 7,321 6,435
Total comprehensive income for the period attributable to equity holders 252 1,085
Distributions to equity holders (303) (278}
Issue of share capital other than in cash 1M 82
Shares acquired by employee trusts (7) {35)
Shares gifted to charity - 4
Reserves credit for employee share-based payment schemes 24 18
Closing EEV 7,428 7,321

Standard Life 217




Notes to the EEV finandal information continued

8. Reconciliation of EEV net assets to IFRS net assets

31 December

31 December

2011 2010

£m £m

Net assets on an EEV basis 7,428 7.321
Present value of in-force life and pensions business net of cost of capital (3,840} {3,838)
EEV net worth 3,588 3,483
Adjustment of long-term debt to market value {44) (40)
Canada marked to market adjustment (19) (46)
Deferred acquisition costs net of deferred income reserve 350 378
Deferred tax ditferences 123 g8
Adjustment for share of joint ventures 24 35
Consolidation adjustment for different accounting bases' (89) (45)
Other 28 40
Net assets attributable to equity holders on an IFRS basis 3,961 3,903

' This adjustment reflects the removal of accounting differences for the Canada subordinated liability as explained in Note 17 — EEV methodology.

Reconciling items are shown net of tax where appropriate.

The movement in Canada marked to market adjustment reflects the impact of the adoption of IFRS reporting on EEV net worth for
the Canada business. This change has not had a significant impact cn the total Canada EEV resuits (net worth and present value

of in-force life and pensions business net of cost of capilal). Refer to Note 1 — Basis of preparation.

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 2011 £m £m £m £m £m.
Opening EEV 1,202 1,031 2,233 3,838 6,071
Contribution from new business {290) 64 (226) 484 258.
Contribution from in-force business:

Expected return on existing business (1) 40 39 294 333

Expected return transfer to net worth 684 (85) 599 (589) -

Experience variances 52 2 54 58 112

Operating assumption ¢hanges (33) 2 (31) 49 18
Development expenses (58) - (58) - (58)
Expected return on free surplus 5 - 5 - 5
EEV operaling profit after tax 359 23 382 286 668
Investment return and tax variances 159 94 253 (206) 47
Eftect of economic assumption changes {512) 181 (331) (50} (381)
Restructuring costs {41) {(17) (58) 15 {43)
EEV profit/(loss) after tax (35) 281 246 45 291
Internal capital transfers {458) - (458) - (458)
Transfer back of surplus to Standard Lite Investments (41) - (41) - (a1)
Transfer back of mutual funds net worth 14 - 14 - 14
Actuarial losses on defined benefit pension schemes (34) - {34) - {34)
Foreign exchange differences {6) {(17) {23) (43) (66)
Aggregate tax effect of items not recognised in income statement 12 - 12 - 12
Other (3) 1 (2} - {2)
Closing EEV 651 1,296 1,847 3,840 5,787

218 Standard Life




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 -
Operning 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 36 275 311
Expected return transfer to net worth 625 (59) 566 {566) -
Experience vartances 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
EEV operating profit/{loss) after 1ax 351 (33) 318 251 569
Investment return and tax variances 179 10 189 234 423
Effect of economic assumption changes {73} 31 {42) {110} (152)
Restructuring costs {33 - {33) (33)
EEV profit after tax 424 8 432 375 807
Internal 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 80 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 6,071

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, Group 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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Notes to the EEV financial information continued

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 capital Net worth capital Total
12 months 1o 31 December 2011 £m £m £m £m £m
Opening EEV 930 159 1,089 2,492 3,581
Contribution from new business (146) 18 {128) 282 154
Contribution from in-force business:
Expected return on existing business {1} 5 4 177 181
Expected return transfer to net worth 390 4) 386 (386) -
Experience variances (23) 1 (22} 39 17
Operating assumption changes {3) 1 (2} 26 24
Development expenses (25) - {25} - {25)
Expected return on free surplus (5) - (5) - {5)
EEV operating profit after tax 187 21 208 138 346
Investment return and tax variances 222 (4) 218 {182) 36
Eftect of economic assumption changes {219) 10 {209) (110) {319)
Restructuring costs (37} (17} (54) 15 (39)
EEV profit/(loss) after tax 153 10 163 {139) 24
Internal capital transfers (376} - (376) - {376)
Transfer back of surplus to Standard Life Investments (36} - (38) - (36)
Transfer back of mutual funds net worth 19 - 19 - 19
Cther {4) - (4} - {4)
Closing EEV 686 169 855 2,353 3,208
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PVIF net of

Free Required cost of

surplus capital Net worth capital Total

12 months to 31 December 2010 £m fm £m £m £m
Opening EEV 673 139 812 2,242 3,054
Opening 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 {1} 5 4 169 173
Expected return transfer to net worth 374 (3} 371 (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)
EEV operating profit after tax 212 16 228 83 311
Investment return and tax variances 187 - 187 190 377
Effect of economic assumpticn changes (80) 4 {76} (23) (99)
Restructuring costs (28) - (28) (28)
EEV profit after tax 29 20 311 250 561
Internal capital transfers (15) - {15} - (15)
Transfer back of surplus to Standard Life Investments (47) {47} - (47)
Transfer back of mutual funds net worth 28 28 - 28
Closing EEV 930 159 1,089 2,492 3,581
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9. Analysis of covered business EEV PVIF and net worth movements (net of tax)

continued
{c) Canada
PVIF net of
Free Required cost of
surplus capital Net worth capital Total
12 months to 31 December 2011 £m £m £m £m £m
Opening EEV 226 813 1,039 719 1,758
Confribution from new business (42) 36 (6} 61 55
Contribution from in-force business:
Expected return on existing business - 33 33 75 108
Expected return transfer to net worth 168 (85) 83 (83} -
Experience variances 75 4 79 10 89
Operating assumption changes (26) 1 (25} 19 (8)
Development expenses (10) - (10} - (10)
Expected return on free surplus 8 - 8 - 8
EEY operating profit/{loss) after tax 173 (11) 162 82 244
tnvestment return and tax variances (63) 99 35 (6) 30
Effect of economic assumption changes {280) 171 (109) 27) (136)
Restructuring costs (2) - {2) - {2)
EEV profit/(loss) after tax {172} 259 87 49 136
Internal capital transfers {116} - (116) - (116)
Transter back of surplus to Standard Life Investments (2) - (2} - (2)
Transfer back of mutuat funds net worth (5) - (5) . (5)
Actuarial losses on defined benefit pension schemes (42) - (42) - (42)
Foreign exchange differences (5) {13) (18} (12) (30}
Aggregate tax effect of items not recognised in income statement 12 - 12 - 12
Other 1 - 1 - 1
Closing EEV {103} 1,059 956 756 1,712
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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 161 770 931 622 1,553
Opening adjustments {25) - (25} 25 -
Opening adjusted 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
EEV operating profit/(loss) after tax 172 {60) 112 74 186
Imvestment return and tax variances (12) 9 (3 32 29
Effect of economic assumption changes 4 27 31 (92) (61)
Restructuring costs (1) - (1) - {1}
EEV profit/(loss) after tax 163 (24) 139 14 153
Internat capital transfers (65) - (65) (65)
Transfer back of surplus to Standard Life Investments (3) - (3) {3}
Transfer back of mutual funds net worth (4) - {4) - Iry)
Actuarial losses on defined benefit pension schemes {20) (20) - (20)
Faoreign exchange differences 14 67 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 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 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, Group operating profit, these reserves are now included within the EEV net worth. Tolal EEV operating

profit for the 12 months to 31 December 2010 is unaffected by this adjustment.
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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 capital Net worth capital Total
12 months to 31 December 2011 £m £m £m £m £m
Opening EEV 46 59 105 627 732
Contribution from new business (102) 10 (92) 141 19
Contribution frem in-force business:
Expected return on existing business - 2 2 42 44
Expected return transfer to net worth 126 4 130 (130} -
Experience variances - (3) (3) 9 6
Operating assumption changes (4) - (4} 4 -
Development expenses (23} - {23} - (23)
Expected return on free surplus 2 - 2 - 2
EEV operating profit/(loss) after 1ax (1) 13 12 66 78
Investment return and tax variances - (1) (1} {18) (19
Effect of economic assumption changes (13) - {13) B7 74
Restructuring costs {2} - {2) - (2}
EEYV profit/{loss) afier tax (16) 12 (4) 135 131
Internal capital transfers 34 - 34 - 34
Transfer back of surplus to Standard Life Investments (3) - (3) - (3}
Actuarial profits on defined benefit pension schemes 8 - 8 - 8
Foreign exchange differences (1) (4) (5) (31) (36)
Other - 1 1 - 1
Closing EEV 68 68 136 731 867
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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 91 a7 138 520 658
Opening adjustments - - - - -
Opening adjusted EEV 91 a7 138 520 658
Contribution from new business {113} 8 (t05) 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} (18) 4 (12)

Operating assumption changes 2 - 2 11 13
Development expenses {22) - (22) - (22)
Expecled return on free surplus 4 - 4 - 4
EEV op_erating 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 costs {4) - (4) - (4}
EEV profit/{loss) after tax {30} 12 {18} 111 93
Internal capital transfers (3) - (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

10. Time value of options and guarantees (TVOG)

31 December 31 December

201 2010

£m £m

UK and Europe HWPF (251) {78)
Canada (29) (26)
international {41) {17)
Total (321) (119)

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 £175m during 201 1. This mainly arose from adverse economic assumption changes
reflecting the increased cost of guarantees in a low yield environment, in particular for German business, alongside a general
increase in both implied volatility and corporate bond spreads.

The £24m increase in TVOG within Internaticnal mainly reflects the higher cost of guarantees for post demutualisation business in
Germany.

11. Market value of subordinated liabilities within covered business

31 December 31 December

2011 2010

£m £m

UK (1,005) (1,682)
Canada (341) (302)
Total (1,346) (1,984)

Subordinated 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 closing EEV is net of these liabilities.

Standard Life 225
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11. Market value of subordinated liabilities within covered business continued

UK subordinated liabilities include Euro denominated subordinated guaranteed bonds. On 14 September 2011, the Company
settled a tender for these bonds, as described in Note 37 1o the IFRS financial information. The tender was accepted for bonds with
a face value of €687m and bonds with a face value of €63m remain outstanding. This tender resulted in & loss of £7m which is
included within UK EEV operating profit as described in Note 4 — Experience variances.

The decrease in the UK subordinated liability mainly reflects the tender referred to above, along with increased market yields
during 2011. The £39m increase in the Canada subordinated liability includes a £5m reduction from currency movements.

The impact of these movements, other than those related to the tender, are reflected in EEV non-operating profit in UK and
Canada as shown in Note 2 (a) — Segmental EEV income statement. For Canada, this has been ofiset by the Group EEV
consolidation adjustment in respect of Canadian subordinated liability, as shown in the EEV consolidated income statement.

12. PVIF monetisation profile

The following tables show the PVIF emergence on a discounted and undiscounted basis along with a reconciliation to the iotal

closing PVIF and the PVIF net of cost of capital impact from new business.

{a} PVIF emergence
In-force business

PVIF Cash emerging during years (Em)
At 31 December 2011 £m 1-5 6-10 11-15 16-20 20+
UK 4,280 1,501 978 673 448 679
Canada 4,291 484 455 440 416 2,496
International 1,337 386 248 147 102 454
Total undiscounted 9,908 2,371 1,681 1,260 967 3,629
Total discounted 4,744 2,069 1,108 628 364 575
New business
PVIF Cash emerging during years (Em)

At 31 December 2011 £m 1-5 6-10 11-15 16-20 20+
UK 520 148 118 94 67 a3
Canada 157 21 27 21 18 70
International 230 85 53 29 24 39
Total undiscounted 907 254 198 144 108 202
Total discounted 508 220 129 72 42 45
{b} Reconciliation to closing PVIF
In-force business Reconciliation of discounted PVIF

PVIF TVOG Total
At 31 December 2011 £m £m £m
UK and HWPF TVOG 2,683 (251) 2,432
Canada 1,258 (29) 1,229
international 803 (41) 762
Total 4,744 (321) 4,423

See also Note 2(c) — Segmental analysis — covered business — Segmental analysis of opening and closing EEV.
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New business

Reconciliation of discounted PVIF

PVIF  Cost of capital TVOG Total
At 31 December 2011 £m £m £m £m
UK 289 N . 282
Canada 68 [¥p] - 61
International 151 (5) (5) 141
Total 508 {19) (5) 484

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 reporting or regulatory regimes. The PVIF menetisation profile therefore excludes
changes anticipated under Solvency 2. Similarly, no allowance has been made for forthcoming changes to the UK life insurance
tax regirme. The deferred tax position has been calculated using the legislation in force at 31 December 2011.

13. Principal economic assumptions - deterministic calculations - covered

business
(a) Gross investment returns and expense inflation
’ UK Europe Europe Hong
HWPF/PBF' Canada  HWPF/PBF' offshore’ Kong
At 31 December 2011 % % % Yo Yo
Gross investment retums
Risk free 1.93 2.17 1.83 1.83 1.09
Corporate bonds 2.99° ‘ nia nfa 341
Equities 4.93 8.60 4.83 493 4.09
Property 3.93 8.60 3.83 3.83 n/a
Other
Expense inflation: 3.37 s 3.37 2.50
Germany 1.85
ireland 2.74

Proprietary Business Fund (PBF) denotes the equity holder owned fund in SLAL.
Europe offshore denotes Standard Life International Limited (SLIL).

govemnment and corporate bonds.

0.000% in 2012. The rate in subsequent years is based on a moving 30-year bond yield less a 3% deduction.

Excludes corporate bond returns on annuities. For annuities in UK equity holder owned funds, the overall investment return, after allowing for assumed defaults, is
4.20% for annuities that are leve! or subject 1o fixed escalations and 2.73% lor annuities where escalations are linked to a price index.

Current holdings are assumed to yield in future years the earned rate for the year preceding the valuation. Future reinvestments are assumed to be in a mixture of

UK Europe Europe Hong
HWPF/PBF’ Canada  HWPF/PBF' ofishore’ Kong
At 31 December 2010 % Yo Yo % %
Gross investment retums
Risk free 3.49 3.29 2.96 3.48 &
Corporate bonds 4.08° * n/a nja &
Equities 6.49 8.60 5.9 6.49 8
Property 5.49 8.60 496 5.49 8
Other
Expense inflation: 3.95 s 3.95 ®
Germany 2.29
Ireland 3.01

Proprietary Business Fund (PBF) denoctes the equity holder owned fund in SLAL.
Europe offshore denotes Standard Life International Limited (SLIL}).

bonds.

0.691% in 2011. The rate in subsequent years is based on a moving 30-year bong yield less a 3% deduction.
The Hong Kong EEV results for 31 December 2010 are calculated on a risk neutral approach, whereby projected investment returns and discount rates are based on

risk free rates. Refer to Note 13(d) — Principal economic assumptions — detemninistic ¢alculations — covered business — International - Asia tor more detail.

Standard Life

Exctudes corporate bond retums on annuities. For annuities in UK equily holder owned funds, the overall investment retum, after allowing for assumed defaults, is
4.91% for annuities that are level or subject to fixed escalations and 4.02% for annuities where escalations are linked 1o a price index.

Current holdings are assumed to yield in future years the eamed rate for the year preceding the valuation. Fulure reinvestments are assumed to be in government
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Notes to the EEV financial information continued

13. Principal economic assumptions - deterministic calculations - covered

business continued

{b} Risk discount rates - in-force business

UK UK Europe Europe Europe Hong

HWPF PBF’ Canada HWPF PBF' ottshore® Kong
At 31 December 2011 Yo % % %o % % %o
Risk margin — in-force business
Risk margin before cost of capital adjustment:
Market risk 1.90 1.90 3.20 .70 1.50 1.80 1.60
Non-market risk 2.60 0.90 3.50 1.30 0.80 0.70 1.50
Total 4.50 2.80 6.70 2,00 2.30 2.50 3.10
Cost of capital adjustment - (0.10) (2.20) - (1.00} {0.20) -
Risk margin after cost of capital adjustment 4.50 2.70 4.50 2.00 1.30 2.30 3.10
Risk discount rates — in-force business
Risk free 1.93 1.93 2.17 1.83 1.83 1.93 1.09
Risk margin 4.50 2.70 4.50 2.00 1.30 2.30 3.10
Risk discount rate® 6.43 4.63 6.67 3.83 3.13 4.23 4.19
' Proprigtary Business Fund {PBF} denotes the equity holder owned fund in SLAL.

Europe offshore denctes Standard Life International Limited (SLIL).
*  Using the value of in-force business as weights, the average risk discount rates for UK and Europe were 5.58% and 3.51% respectively.
UK UK Europe Europe Europe Hong

HWPF PBF' Canada HWPF PEBF'  offshore’ Kong
At 31 December 2010 % % Yo % % % %
Risk margin — in-force business
Risk margin before cost of capital adjustment:
Market risk 1.80 1.60 2,60 1.80 1.60 1.60
Non-market risk 1.80 1.60 2.80 1.80 1.60 1.60
Total 3.60 3.20 5.40 3.60 3.20 3.20
Cost of capital adjustment - (0.50) (1.80) - {0.50) {0.50)
Risk margin after cost of capital adjustment 3.60 2.70 3.60 3.60 2.70 2.70
Risk discount rates - in-force business
Rigk free 3.49 3.49 3.29 2.96 2,96 3.49
Risk margin 3.60 2.70 3.60 3.60 2.70 2.70
Risk discount rate® 7.09 6.19 6.89 6.56 5.66 6.19

Proprietary Business Fund {PBF) denotes the equity holder owned tund in SLAL.

Europe offshore denotes Standard Life International Limited {SLIL}.

Using the value of in-force business as weights, the average risk discount rates tor UK and Europe were 6.73% and 6.10% respectively.

The Hong Kong EEV results for 31 December 2010 are calculated on a risk neutral approach, whereby projected investment returns and discount rates are based on
risk free rates. Refer to Note 13(d) — Principal ecenomic assumptions — deterministic calculations — covered business — International — Asia for more detail.

TR SR

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 movements in the returns assumed on equities and property compared to risk free, which in
2011 led to a significant increase in Canada risk margins.

During 2011, separate risk discount rate risk margins were developed for the UK, the Ireland offshore business and the combined
German and Ireland domestic business. Previously, average risk margins had been used across all four businesses. The main
impact was 1o decrease the risk margins used for the combined German and Ireland domestic in-force business, reflecting in
particular their lower exposure to market risk for the HWPF and lower non-market risk for equity holder owned funds.
Corresponding increases were applied to the separate UK risk margins.

As part of the adoption of IFRS in Canada from 2011, the opening risk discount rate was changed from 6.89% to 6.79%. The effect
of this change is included within the overall impact of the adoption of IFRS in Canada. Refer to Note 1 — Basis of preparation.

Annuity-in-payment profits were recognised for certain classes of deferred annuities in Germany during 2011. Refer to Note 5 -
Operating assumption changes. The recognition of the additional non-market risks within these annuity-in-payment profits has
increased the risk discount rates used to value the German and Ireland domestic business. This generated a loss of £9m which
has been included within other assumption changes in the International EEV operating profit.

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 EEV income statement. The amounts within these totals that relate to the changes in risk discount rates are
for UK: profit £295m, for Canada; loss £18m, and for International: profit £194m. These profits reflect the benefit of reduced risk
discount rates which are mainly driven by reductions in risk free rates.
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{c} Risk discount rates - new business ,
UK UK Europe Eurcpe Eurgpe Heng

HWPF PBF' Canada HWPF PBF'  offshore? Kong
12 months to 31 December 2011 % % Yo Y% % % Yo
Risk margin — new business
Risk margin before cost of capital adjustment:
Market risk 2.00 210 110 1.80 1.90 1.70 1.40
Nen-market risk 0.90 0.80 1.20 1.30 1.30 0.70 1.50
Total 2.90 3.00 2.30 3.10 3.20 2.40 2.90
Cost ot capital adjustment - 10.20} {0.30) - {2.00) {0.20) -
Risk margin after cost of capital adjustment 2.90 2.80 2.00 3.10 1.20 2.20 290
Risk discount rates — new business
Risk free® 3.49 3.49 3.29 2.96 2.96 3.4% 2.10
Risk margin 2.90 2.80 2.00 3.10 1.20 2.20 2.90
Risk discount rate* 6.39 6.29 5.29 6.06 4.16 5.69 5.00

! Proprietary Business Fund {PBF) denotes the equity holder owned fund in SLAL.

Europe offshore denotes Standard Life Internationaf Limited (SLIL).

As the new business contribution is calculated using start of period economic assumptions, the risk free rates shown here represent markat vields at 31 December
2010.

Using the value of in-force for new business as weights, the average risk discount rates for UK and Europe were 6.30% and 4.54% respectively.

2
3

4

UK UK Europe Europe Europe Hong

HWPF PBF' Canada HWPF PBF'  offshore® Kong
12 months to 31 December 2010 % Yo % % %o Y %
Risk margin — new business
Risk margin before cost of capital adjustment:
Market risk 1.80 1.50 1.40 1.80 1.50 1.50 s
Non-market risk 0.50 1.60 1.90 0.50 1.60 1.60 ®
Total 2.30 3.10 3.30 2.30 3.10 3.10 °
Cost of capital adjustment - {0.40) (0.70) - {0.40) {0.40) 5
Risk margin after cost of capital adjustment 2.30 2.70 2.60 2.30 2.70 2.70 5
Risk discount rates — new business
Risk iree’ 4.11 4.11 3.85 3.39 3.39 4.11 s
Risk margin 2.30 2.70 2.60 2.30 2.70 2.70 5
Risk discount rate® 6.41 6.81 6.45 5.69 6.09 6.81 5

Praprietary Business Fund {PBF) denotes the equity holder owned fund in SLAL.
Europe ofishore denotes Standard Life Intermational Limited {SLIL).

As the new business contribution is calculated using start of period economic assumptions, the risk free rates shown here represent market yields at 31 December
2009.

Using the value of in-forge for new business as weights, the average risk discount rates for UK and Europe were 6.77% and 6.31% respectively.

The Hong Kong EEV results for 31 December 2010 are calculated on a risk neutral approach, whereby projected investment returns and discount rates are based on
risk free rates. Refer to Note 13(d} — Principal economic assumptions -~ deterministic calculations — covered business - Intemational — Asia for more detail.
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Notes to the EEV financial information continued

13. Principal economic assumptions - deterministic calculations - covered
business continued
(d} International - Asia

The PVIF and cost of required capital of the India and China JV businesses is calculaled using a ‘risk neutral’ approach whereby
projected investment returns and discount rates are based on risk free rates. This was also the approach adopted for Hong Kong
until 2011. The risk free rates used were.

31 December 31 December

2011 2010

% %o

India 8.55 5.81
China 3.89 3.92
Hong Kong n/a 1.55

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 PVIF, based on a non-market risk ‘cost of capital’ approach, This
has reduced the PVIF of the India and China JV husinesses at 31 December 2011 by £25m {31 December 2010; £22m). Similarly,
the 2011 pre-tax NBC has been reduced by £7m (2010: £8m) as an allowance for non-market risk.

14. Principal economic assumptions - stochastic calculations

The level of 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 difierent future economic scenarios. A detailed description of the
methodology applied in the refevant 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 {otal return index

Corporate bond total return index

Equity dividend yields

+ Property rental yields

+ Price inflation

e Earnings inflation

The ESG allows option-pricing techniques to be used to value TVOG.

Parameters used in ESG

Cash and bond returns
These variables are calibrated using repo rates and government strips.

Inflation
This variable is calibrated based on the relationship between real and nominal 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 options.

Property returns
As there is no liquid property option market, a best estimate of property refurn 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 chservable yields (FTSE All Stocks for UK and Euro Stoxx 50 for Europe).

Rental yields are derived from rental income cn our actual portfolio of property (with a three month lag).
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Swaption-implied volatilities

The implied 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 swaption-implied volatilities are set out in the following table:

31 December 2011

3

December 2010

UK Sterling Swap term (years) Swap term {years)
Option term {years) 10 15 10 15
10 19.1% 17.1% 14.4% 14.2%
15 17.7% 16.1% 14.5% 14.3%
20 16.0% 14.6% 14.2% 13.8%
25 14.6% 13.4% 13.6% 13.3%
31 December 2011 31 December 2010
Euro Swap term (years) Swap term (years)
Option term (years) 15 20 15 20
10 20.2% 19.8% 15.5% 15.1%
15 19.4% 18.6% 15.0% 14.4%
20 17.6% 16.6% 13.5% 12.8%
25 16.3% n/a 12.6% nfa

Equity-implied volatilities

The implied volatility is that reguired 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 equities

Term (years) 31 December 2011 31 December 2010
10 26.2% 25.4%
15 26.7% 26.7%
20 27.4% 27.4%
25 28.4% 28.4%
European equities

Term (years)

10 27.9% 25.8%
15 27.9% 27.9%
20 28.6% 29.0%
25 28.9% 29.6%

Property-implied volatilities

The implied volatilities have been set as best estimate levels of volatility based on historic data.
For the UK and Europe, the model is calibrated to propeny-implied volatility of 15% for 31 December 2011 and 15% for

31 December 2010.

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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Notes to the EEV financial information continued

15. Foreign exchange

The principal exchange rates applied are:

Closing Average to Closing Average to

31 December 31 December 31 December 31 December

Local currency: £ 2011 2011 2010 2010
Canada 1.582 1.584 1.556 1.605
Europe 1.197 1.152 1.167 1.165
India 82.529 75.027 70.007 70.803
China 9.782 10.378 10.317 10.477
Hong Keng 12.070 12.499 12171 12.032

16. Sensitivity analysis - economic and non-economic assumptions
The tables below show the sensitivity of the embedded value and NBC to different scenarios.

Sensitivilies tested were:

* 1% increase and decrease in risk discount rates

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

10% fall in market value of equity 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.

p.a.}

5% decrease in both mortality and morbidity rates for annuitant and non-annuitant policies
EEV results assuming only prescribed minimum capital (where economic capital has been used in the EEV calculations)

10% decrease in lapse rates {a 10% sensitivity on a base lapse assumption of 5% p.a. would represent a lapse rate of 4.5%

Embedded value:
HWPF

UK Canada International TVOG Total
31 December 2011 £m £m £m £m £m
Embedded value 3,459 1,712 887 (251) 5,787
Risk discount rates +1% {196) {191) (84) - (471)
Risk discount rates -1% 229 242 112 - 583
Interest returns +1% (11) 37 4) 97 119
Interest returns -1% 19 {359) (25) (344) (709)
Fall in equity market values by 10% {158} {30) (24) {19) {231)
Fall in property market values by 10% {(17) (56) (2) {15) (90)
Maintenance expenses -10% 132 100 13 - 245
Lapse rates -10% 16 118 17 (24) 227
Annuitant mortality -5% (74) {49} {6) (8) (137
Non-annuitant mortality -5% 8 30 2 1 41
Prescribed minimum capital - 139 - - 139

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 subordinated liability 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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New business contribution:

HWPF

UK Canada International TVOG Total
12 months to 31 December 2011 £m £m £m £m £m
New business contribution 204 73 58 - a3s
Risk discount rates +1% {31) (13) (13) - (57)
Risk discount rates -1% 37 16 18 - ke
Interest returns +1% {1) (8) 3 - {6)
Interest returns -1% - 10 (11) - (1)
Fall in equity market values by 10% (25) {10) {4) - (39)
Fall in property market values by 10% (4} - - - ()]
Maintenance expenses -10% 23 14 5 - 42
Lapse rates -10% 18 12 6 - 36
Annuitant mortality -5% (3) {1) - - {4)
Non-annuitant mortality -5% - 16 2 - 18
Prescribed minimum capital - 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 one another.

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 Keng and the India and China JV businesses), 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
+ Mutual funds sold by the UK business

Canada covered business also inciudes mutual funds.

International covered business consists of:

e 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 Standard Life International Limited (SLIL)
e The Group's business in Hong Kong (Standard Life (Asia} Limited)

¢ The Group’s share of resulls in the JV in India, HDFC Standard Life Insurance Company Limited, at 26% for the 12 months to 31
December 2011 {2010: 26%}

» The Group's share of results in the JV in China, Heng An Standard Life Insurance Company Limited, at 50% for the 12 months
to 31 December 2011 (2010: 50%)

Non-covered business

The Group’s non-covered business predominantly consists of the third party global investment management business of Standard
Life Investments, Standard Life plc, 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.

Non-covered business EEV operating profit is represented by operating profit as adjusted for Standard Life Investments (global
investment management) look through profits and the return on mutual funds which are recognised in covered business.
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Notes to the EEV financial information continued

17. EEV methodology 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. HWPF TVOG is disclosed
separalely in EEV, as explained in Note 2(a) — Segmental analysis — covered business — Segmental EEV income statement.

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 resull, the profits and losses on an IFRS basis have been
removed from the relevant non-covered segments {global investment management, UK non-covered and other non-covered) and
are instead included within the EEV results of the covered businesses.

The capitalised values of the future profits and losses from such service companies are included in the opening and closing
embedded value for the relevant businesses, but the net assets remain within the relevant non-covered businesses. A transfer of
profits from the covered business 1o the non-covered business is deemed to occur in order to reconcile the profits and losses
arising in the financial period within each segment with the opening and closing EEV net assets.

The consolidation adjustment to remove the impact of the accounting ditterences for the Canada subordinated liability is explained
in more detail under subordinated liabilities in 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 to, but not required 1o suppon, 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, afier appropriate allowance for tax, less the required capital supporting the
covered business.

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

Allowance for risk

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

« Application of risk discount rates to projectec 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 difier 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.
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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 PVIF {excluding the allowance for TVOG) calculated using expected ‘real world’ asset returns
equates with 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 morigages, 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 PVIF using our internal capital model, and quantifying an additional risk margin based on the
results of the stress tests.

The main elements of non-market risk which are stress tested are lapse, mortality, expense and credit risk assumptions. Benefits
of diversification between risk types are allowed for in deriving the risk margins in line with our internal capital model.

Separate risk discount rates have been calculated for in-force and new business and for the principal geographic segments (UK,
Germany, Ireland domestic, Ireland offshore, Canada and Hong Kong). Within the UK and Europe, separate risk margins are
calculated for profits emerging on policies inside the HWPF (regardless of whether these prolits emerge directly from the HWPF or
by inter-fund arrangements) and on policies that are in equity holder owned funds. For HWPF policies, there is a significant inter-
fund arrangement in respect of mortality surpluses on annuities. 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 1o 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.

Within the EEV results for the India and China JV businesses, PVIF and cost of required capital are 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 PVIF using a ‘cost of capital’
approach on the risk capital arising from the key sources of non-market risk. For the India and China JV businesses, this
methodology would give a similar resuli to the methedelogy used in the UK, Europe, Canada and Hong Kong, 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 at least once a year.

We have set required capital to be the higher of regulatory capital and our own internally assessed risk-based capital requirement.
In determining the required capital for 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 assets in the eguity 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. Required capital used in the EEV is also net of any capital that is
assumed to be available from subordinated liabilities.

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

+ UK and Europe (business in HWPF) — no capital requirement in excess ol 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

Canada - the level of required capital is taken as 170% of minimum continuing capital and surplus requirements (MCCSR)
» |India, China and Hong Kong - required capital is based on the local statutory capital requirements

The cost of required capital has been calculated using assumptions consistent with these used in the value of in-force (VIF)
calculations.

Standard Life 235




Notes to the EEV financial information continued

17. EEV methodology continued
Time value of financial options and guarantees {TVOG)

TVOG represents the potential additional cost 1o 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 Irefand results in the loss of cash flows when the HWPF has insufficient assets 1o pay guaranteed
policy benefits. The main options and guarantees within the HWPF in respect of UK and Europe business relate to with profits
business and include minimum guaranteed rates of return.

The value of 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 TVOG is calculated

The level of 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 assumplions

» The total cost includes an allowance for non-market risk

« Changes in policyholder behaviour are allowed for according to the particular economic scenario

« Changes in management actions, including the dynamic guarantee deductions, are allowed for according to the particutar

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 over time to policyholders where there are sufficien funds

UK and Europe — other

Most with profits business written post demutualisation is managed in a number of new with profits funds. For the present reporting
pericd, 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, some of which increase each year with the addition of bonuses.

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

An adjustment is made within free surplus to allow for the potential cost of a selection of guaranteed annuity benefits on unit linked
and smoothed-managed business within Germany.

Canada
The main options 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.

Asla

TVOG in the Asia businesses within International arises from guarantees and options given to with profits business written in India
and China.

Other economic assumptions

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

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

The Group's offshore business, which is sold by SLIL, is included within International results but has the same other economic
assumptions as UK covered business.

Details of the assumptions used for this reporting period are provided in Note 13 — Principal econemic 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.
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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 NBC for any allecation
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 from the EEV results where it has been agreed that these costs are to be met by
the HWPF and therefore would not form part of the surplus cash flows.

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 businesses
rather than the investment fees actually charged.

Restructuring costs for covered and non-covered business are consistent with those identified in the Group operating profit
adjustments and primarily represent costs in relation 1o a number of restructuring programmes incfuding Solvency 2. Refer to the
IFRS financial information Note 8 — Restructuring and corporate transaction expenses for further detail. Restructuring costs in 2011
also include the impact on free surplus, required capital, cost of required capital and PVIF arising from the termination of the
internal reinsurance agreement between SLAL and SLIF.

Acquisition costs used within the calculation of NBC reflect the full acquisition expenses incurred in writing new business in the
period.

Expenses - pension scheme deficits

Pension scheme deficits have been included in accordance with International Accounting Standard (1AS) 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
statutory or contractual 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 ard
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 o recent
experience, and expected future changes in moralily. The latter uses company-specific considerations, along with data provided
by the Continuous Mortality Investigation Bureau in the UK and the Canadian Institute of Actuaries in Canada.

Assumptions regarding option take-up, surrenders and withdrawals are assumed to vary, where appropriate, according to the
investment scenario under consideration when deriving 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 incremenis to existing policies.

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

¢ New recurrent single premium business is classified as new regular premium business (o the extent that it is deemed likely to
renew

Depariment for Work and Pensions (DWP) rebates are deemed to be new single premiums

Pensions vesting into annuity contracts under existing group defined benefils 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 (with the
exception of vesting annuities for tax layer 1 deferred annuities sold before September 2009). NBC for Germany is calculaled
assuming a specific level of future premium indexation. Similarly, it is assumed that premiums on ‘low start’ policies increase at the
end of the low stan period.
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Notes to the EEV financial information continued

17. EEV methodology continued

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 contracls are not included as new business
* Pensions vesting under other group coniracts 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 to be new business

For Canada, business is deemed to be new business if a contract has been issued during the reporting period. NBC also includes
the value of renewal premiums for a new coniract, where the renewal premiums are (i} contractual, (i) non-contractual but
reascnably predictable, or (jii) recurrent single premiums that are pre-defined and reasonably predictable.

The present value of future net income attributable to renewal premiums on existing group pension and savings contracls,
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.

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 equivalent rates of tax for other countries. NBC is calculated as at the end of the reporting
period.

The economic assumptions used are those at the start of the reporting period, and the non-economic assumptions are those at the
end of the reporting period. An exception to this approach is annuity business in the UK and Ireland where, to ensure consistency
between the economic assumptions used in 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 PVNBP. The PVNBP calculation is equal to total single premium sales received in the period
plus the discounted value of regular premiums expected 1o be received over the term of the new contracts, and is expressed at the
point of sale. The premium volumes and projection assumptions used to calculate the present value of regular premiums for each
product are the same as those used to calculate NBG, except that PVNBP is discounted using the relevant opening risk free rate
rather than the risk discount rate.

Tax

The opening and closing EEV numbers for 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. EEV attributable tax and EEV profit before tax are derived by
grossing up EEV profit after 1ax 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 1ax used in the calculation of EEV after-tax profits, it provides a consistent
grossing-up basis upon which to compare results frem one year to another and is in line with the Group's expectation of the rate of
1ax applicable to new business.

During 2009, a loan was made to the HWPF by the Company, 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
unallocated 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 actual effective tax rate on these transfers to equity holders will move towards the standard rate of corporation
tax.

For non-covered business, afiributed tax is consisient with the IFRS financial statemenis, unless otherwise stated.
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Subordinated liabilities

The liabilities in respect of the UK subordinated debt plus the subordinated debt issued by Canada form part of covered business
and have been deducted at market value within EEV. The Canada subordinated liability 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 io the IFRS valuation of debt.

Foreign exchange

Embedded value and other items within the statement of financial position dencminated 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 consolidated statement of comprehensive income. Details of the exchange rates applied are
provided in Note 15 — Foreign exchange.
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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 December 2011 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 responsibilities of Directors and auditors

As explained more fuily in the Directors’ responsibilities statement set out on page 50, the Directors are responsible for the
preparation of the Company 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 Company financial staterments 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 opinicns, 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 epinions, accept or assume
responsibility for any other purpose or to any other person to whom this report is shown or inlo 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 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. In addition, we read all the financial and non-financial information in the Annual Report
and Accounts to identify material inconsistencies with the audited financial statements. If we become aware of any apparent
material misstatements or inconsistencies we consider the imglications for our report.

Opinion on financial statements

In cur opinion the Company financial statements:

+ Give a true and fair view of the state of the Company’s affairs as at 31 December 201t and of ils 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 Companies Act 2006

In our opinion:

s 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:

* Adeguate 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 returns; or

* Cenrain 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 2011,

[ﬂ/@/f(bv u\/'w\-o\_r

Lindsay Gardiner (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Edinburgh

13 March 2012

{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 2011

2011 2010
Notes £m £m
Revenue
Net investment return A 615 474
Other income 2 -
Total revenue 617 474
Expenses
Administrative expenses B 69 95
Interes! payable on subordinated liabilities 116 113
Total expenses 185 208
Profit before tax 432 266
Tax credit F 18 18
Profit for the year 450 284
Other comprehensive income for the year - -
Total comprehensive income for the year 450 284

The Notes on pages 246 to 266 are an integral pan of these financial statements.
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Company statement of financial position

As at 31 December 2011
2011 2010

Notes £m £m
Assets
Investments in subsidiaries G 5,043 4,948
Investments in associates and joint ventures H 88 68
Loans to subsidiaries J 687 1,297
Derivative financial assets K 6 25
Equity securities and interests in pooled investment funds J 24 28
Debt securities J a8 1
Receivables and other financial assets L 58 57
Other assets M 17 19
Cash and cash equivalents N 477 377
Total assets 6,488 6,820
Equity
Share capital o 235 228
Shares held by trusts P (23) (25)
Share premium reserve Q 1,110 976
Retained earnings R 525 376
Other reserves S 3,418 3,405
Total equity 5,265 4,960
Liabilities
Subordinated liahilities ] 1,186 1,799
Deferred tax liabilities | 3 4
Derivative financial fiabilities K 6 25
Other financial liabilities Vv 28 32
Total liabilities 1,223 1,860
Total equity and liabilities 6,488 6,820

Approved on behalf ot the Board of Directors on 13 March 2012 by the following Directors:

Gerry Grimstone, Chairman Jackie Hunt, Chief Financial Officer
The Notes on pages 246 to 266 are an integral part of these financial statements.

Standard Life 243




Company statement of changes in equity

For the year ended 31 December 2011

Shares Share
Share held by premium Retained Other Total
capital trusts reserve earnings reserves equity
2011 £m £m £m £m £m £m
1 January 228 (25) 976 376 3,405 4,960
Profit for the year - - - 450 - 450
Other comprehensive income for the year - - - - - -
Total comprehensive income for the year - - - 450 - 450
Distributions to equity holders - - - (303) - {303)
Issue of share capital other than in cash 7 - 134 - - 141
Reserves credit for employee share-based payment schemes - - - - 24 29
Transfer to retained earnings for vested employee share-based
payment schemes - - - 11 (11) -
Shares acquired by employee trusts - (7) - - {7}
Shares distributed by employee trusts - 9 {9 - -
31 December 235 {23) 1,110 525 3,418 5,265
Shares Share
Share held by premium Retained Other Total
capital frusts reserve earnings reserves equity
2010 £m £m £m £m £m £m
1 January 224 - 888 274 3,493 4,879
Profit tor the year - - - 284 - 284
Qther comprehensive income jor the year - - - - -
Total comprehensive income for the year - - - 284 - 284
Distributions to equity holders - - - (273) {5} (278)
Issue of share capital other than in cash 4 - 88 - - 9
Reserves credit for employee share-based payment schemes - - - - 18 1B
Transfer to retained earnings for vested employee share-based
payment schemes - - - 15 {15) -
Shares acquired by employee trusts - (35) - - {35)
Shares distributed by employee trusts 10 - (10) - -
Transfer between reserves on disposal of subsidiary - - - 86 {B6) -
31 December 228 (25} 976 376 3,405 4,960

The Notes on pages 246 to 266 are an integral pan of these financial statements.
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Company statement of cash flows
For the year ended 31 December 2011

2011 2010
Notes £m £
Cash flows from operating activities
Profit before tax 432 266
Fair value movements on equity securities, debt securities and derivatives A 5 (5}
Gain on disposal of subsidiary A - (47)
Dividend income from subsidiaries A (499) (286}
Interest income on loans to subsidiaries A (82} {80)
Distributions from equity instruments A (34) {53}
Interest payable on subordinated liabilities 116 113
Movements in operating assets and liabilities 1 {32)
Net cash flows from operating activities (51) {124)
Cash flows from investing activities
Loans repaid by subsidiaries - 15
Acquisition of subsidiaries (42) (25}
Disposal of subsidiaries - 138
Capital injections into existing subsidiaries (37 (44}
Interest received on loans to subsidiaries 85 102
Distributions from equity instruments A 34 53
Dividends received from subsidianes A 499 286
(Purchase)/sale of equity securities, debt securities and derivatives (B8) 12
Acquisition of investments in associates and joint ventures {20) (6}
Net cash flows from investing aclivities 431 531
Cash flows from financing activities
Dividends paid (162) {186)
Interest paid {(118) {111)
Funding of shares acquired by trusts - {35)
Net cash flows fram financing activities (280) (332}
Net increase in cash and cash equivalents 100 75
Cash and cash equivalents at the beginning of the year N 377 302
Cash and cash equivalents at the end of the year N 477 377
Supplemental disclosures on cash flows from operating activities
Interest received A 4 2

The Notes on pages 246 to 266 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 {JASB) as endorsed by the Eurcpean Union (EU), with interpretations issued by the
IFRS 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 financial reporting periods presented in these
financial statements.

(a)(i} New standards, interpretations and amendments to published standards that have heen 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 2011 and management considers that the implementation of these amendments and
interpretations has had no significant impact on the Company’s financial statements:

* Amendment to 1AS 32 Financial instruments: Presentation — classification of rights issues

o |AS 24 (revised) Related Party Disclosures

e Apnual improvements 2010

« |FRIC 19 Extinguishing Financial Liabilities with Equity Instruments

{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 1o existing standards have been published that are mandatory for the
Company’s accounting periods beginning on or after 1 January 2012 or later periods. The Company has not early adopted the
standards, amendments and interpretations described below:

Amendment to IFRS 7 Financial instruments: Disclosures (effective for annual periods beginning on or after 1 July 2011)
The amendment to IFRS 7 requires additional disclosures for financial instruments which are designed to allow users of financial
statements to improve their understanding of transfer transactions of financial assets. This includes understanding the possible
effects of any risks that may remain with the entity that transferred the assets. The amendments also require additional
disclosures if a disproportionate amount of transfer transactions are undertaken around the end of a reporting period. The
adoption of the amendment to IFRS 7 is not expected to have an impact on the financial statements of the Company.

Amendment to IAS 12 Income Taxes (effective for annual periods beginning on or after 1 January 2012)

IAS 12 requires an entity to measure the deferred tax relating to an asset depending on whether the entity expects to recover the
carrying amount of the asset through use or sale. This amendment to 1AS 12 introduces a presumption that the recovery of the
carrying amount of an asset measured using the fair value model in IAS 40 Investment Property will, normally, be through sale.
The adoption of the amendment to IAS 12 is not expected o have an impact on the financial statemenis of the Company. The
amendment has not yet been endorsed by the EU.

Amendment to IAS 1 Presentation of Financial Instruments (effective for annual periods beginning on or after 1 July
2012)
The amendment to IAS 1 revises the way other comprehensive income (OCI) is presented. The key changes are as follows:

* Requirement to group items presented in OCI according to whether they will subsequently be reclassified to profit and toss
+ Requirement to show separately the tax associated with items presented before tax in OCI for each classification of OCl items

The adoption of the amendment to IAS 1 will change the presentation of the statement of comprehensive income on the financial
statements of the Company. The amendment has not yet been endorsed by the EU.

IAS 27 Separaie Financlal Statements (2011) (effective tor annual periods beginning on or after 1 January 2013)

IAS 27 is amended to remove the requirements for consolidated financial stalements which are superseded by the issue of IFRS
10. The adoption of IAS 27 (2011) is not expected to have a significant impact on the financial statements of the Company. The
revised standard has not yet been endorsed by the EU.

IFRS 13 Fair Value Measurement (eftective for annual periods beginning on or after 1 January 2013}

IFRS 13 replaces the guidance on fair value measurement in existing IFRSs with a single standard. The standard does not
change requirements regarding which items should be measured at fair value but provides guidance on how to determine fair
value and enhances disclosures about fair value measurement. Entities are required to make various quantitative and qualitative
disclosures about fair value measurements and their classification within the hierarchy. The adoption of IFRS 13 is expected to
result in additional disclosures in the financial statements of the Company. The standard has not yet been endorsed by the EU,
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Amendment to IAS 19 Employee Benefits (effective for annual periods beginning on or after 1 January 2013)
IAS 19 amendment revises requirements for pensions and other post retirement benefits, termination benefits and other employee
benefits. The key changes which aflect defined benefit plans are as follows:

* All actuarial gains and losses should be recognised immediately in other comprehensive income. Companies will no longer be
able to defer gains and losses under the corridor approach.

» The calculation of the finance cost through profit and loss has been revised.
+ Enhanced disclosures surrounding the characteristics and risk profile of defined benefit plans are required.

Other changes include changes to accounting for termination benefits and clarification of various miscellanecus issues and other
matters submitted to the IFRS Interpretations Committee. The adopticn of the amendment to IAS 19 is not expected to have a
significant impact on the financial statements of the Company. The amendment has not yet been endorsed by the EU.

Amendment to IFRS 7 Financial Instruments: Disclosures (effective for annual periods beginning on or after 1 January
2013)

The amendment to IFRS 7 enhances the disclosure requirements where financial assets and liabilities are offset on the statement
of financial position. The new requirements focus on enhancing quantitative disclosures about recognised financial instruments
that are offset. Additionally enhanced disclosures are required on financial instruments subject to master netting or similar
arrangements regardless of whether they are offset. The impact of the adoption of the amendment to IFRS 7 on the financial
statements of the Company is currently being reviewed by management. The amendment has not yet been endorsed by the EU.

Amendment to IAS 32 Financial instruments: Presentation (effective for annual periods beginning on or after 1 January
2014)

The amendment to IAS 32 clarifies the circumstances in which financial assets and financial liabilities may be offset on the
statement of financial position. The impact of the adoption of the amendment to IAS 32 on the financial statements of the
Company is currently being reviewed by management. The amendment has not yet been endorsed by the EU.

IFRS 9 Financial Instruments (effective for annual periods beginning on or after 1 January 2015)

IFRS 9 will replace 1AS 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 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 FVTPL are measured at amortised cost. Financial liabilities that are held
for trading are measured at FVTPL.

In December 2011 the IASB issued Mandatory Effective Date of IFRS 9 and Transition Disclosures, which amends IFRS 9 to
require application for annual periods beginning on or after 1 January 2015, rather than 1 January 2013.

The impact of the adoption of IFRS 9 on the financial statements of the Company is currently being reviewed by management.
The standard has not yet been endersed by the EU.

(a)(iii) Standards and amendments to existing standards that are not yet effective and are not relevant to the
Company’s operations or to the preparation of separate financial statements

Amendment to IFRS 1 First time adoption of IFRS (effective for annual periods beginning on or after 1 July 2011)

The amendment to IFRS 1 eliminates the need for entities adopting IFRSs for the first time to restate derecognition fransactions
that occurred before the date of transition to IFRS. Additionally, the revised standard provides guidance on how an entity should
resume presenting financial statements in accordance with IFRSs after a period when the enlity was unable to comply with IFRSs
because its functional currency was subject to severe hyperinflation.

IFRS 10 Consclidated Financial Statements (effective for annual pericds beginning on or after 1 January 2013)

IFRS 10 introduces a single consolidation model be applied to all entities and replaces previous requirements on contro! and
consolidation in IAS 27 Consolidated and Separate Financial Statements and Standing Interpretations Committee (SI1C) 12
Consolidation — Special Purpose Entities. IFRS 10 defines control, determines how to identify if an investor controls an investee
and requires an investor to consoclidate entities it controls under the new standard. IFRS 10 identifies three elements which must
be present for an investor to control an investee, which are as follows:

* Power over the investee
* Exposure, or rights, to variable returns from its involvement with the investee, and
* The ability to use that power over the investee 1o affect the amount of the returns.

IFRS 11 Joint Arrangements (effective for annual periods beginning on or after 1 January 2013)

IFRS t1 defines and establishes accounting principles for joint arrangements and replaces previous requirements in 1AS 31
Interests in Joint Ventures and Standing Interpretations Committee (SIC) 13 Jointly Controlled Entities — Non-Monetary
Contributions by Venturers. The standard distinguishes between two types of joint arrangements — Joint Ventures and Joint
Operations — based on how rights and obligations are shared by the parties to the arrangement. Joint operators should recognise
their share of the assets, liabilities, revenue and expenses of the interest in accordance with applicable IFRSs. Joint venturers
should apply the equity method of accounting prescribed in 1AS 28 Investments in Associales and Joint Ventures (2011} to
account for their interest.
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Accounting policies continued

(a) Basis of preparation continued
(a)(iii} Standards and amendments to existing standards that are not yet effective and are not relevant to the
Company's operations or to the preparation of separate financial statements continued

IFRS 12 Disclosure of Interests in Other Entities (effective for annual periods beginning on or after 1 January 2013)

IFRS 12 is a single disclosure standard which applies to all entities that have an interest in a subsidiary, a joint arrangement, an
associate or an unconsolidated structured entity. IFRS 12 requires entilies to disclose information to enable users of the financial
statements to evaluate the nature, risks and financial effects associated with interests in other entities. The required disclosures
are grouped into the following main categories:

« Significant judgements and assumptions

+ Interests in subsidiaries

Interests in joint arrangements and associates

Interests in unconsolidated structured entities

IAS 28 Investments in Associates and Joint Ventures (2011) (effective for annual periods beginning on or after 1 January
2013)

IAS 28 is revised to include joint ventures as well as associates. Joint venturers are required to apply the equity method o
accounting following the issue of IFRS 11. :

{a)(iv) 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 assels and liabilities at the date of the financial statements and the reporied amounts of revenues and
expenses arising during the year. Estimates and judgements are continually evaluated and based on historical experience and
other factors, including expeciations 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:

Related accounting policies
Financial statement area Critical accounting judgements, estimates or assumplions and notes

Assets whose carrying value is subject Determination of the recoverable amount (b}, (e). (g) and Note W
to impairment testing

{b) Subsidiaries, associates and joint ventures

Subsidiaries are all entities, including special purpose entities, over which the Company has the power to govern the financial and
operating poticies. Such power, generally but not exclusively, accompanies a shareholding of more than one half of the voting
rights. The exisience and effect of potential veting rights that are currently exercisable or convertible are considered when
assessing whether the Company controls ancther entity.

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

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

Investments in subsidiaries associates and joini ventures are initially recognised at cost and subsequently held at cost less any
impairment charge. An impairment charge is recognised when the carrying amount of the investment exceeds its recoverable
amount.

Investments in subsidiaries include loans to subsidiaries that meet the definition of equity instruments. Refer to (g) for more
information on the measurement of loans to subsidiaries.

(c) Foreign currency translation
The financial statements are presented in millions pound Sterling, which is the Company’s functional currency.
Foreign currency transactions are translated at the exchange rate prevailing at the date of the transaction. Gains and losses

arising from such transactions and from the translation at year end exchange rates of monetary assets and liabilities denominated
in foreign currencies are recognised in the statement of comprehensive income.

Translation differences on non-monetary items, such as equity securities held at FVTPL, are reporied as part of the fair value gain
or loss within net investment return in the statement of comprehensive income. Translation differences on financial assets and
liabitities held at amortised cost are included in the relevant line in the statement of comprehensive income.

{d) Revenue recognition

Gains and losses resulting from changes in both 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 statement of
comprehensive income in the period in which they occur.

Changes in the fair value of derivative financial instruments thai are not hedging instruments are recognised immediately in the
statement of comprehensive income.
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For loans measured at amortised cost, interest income recognised in the statement of comprehensive income is calculated using
the etiective 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 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 meney and the risks specific to the asset. For an asset that does not
generate largely independent cash inflows, the recoverable amount is determined for the cash generating unit, or group of units,
to which the asset belongs.

{(f) Income tax

The 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 asseis and liabilities and their carrying ameounts in the financial statements. Deferred tax assels are recognised to the
extent that it is probable that future taxable profits will be available against which the temporary differences can be utilised. The
amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets
and liabilities.

Temporary differences arising from investments in subsidiaries and associates give rise to deferred tax only 1o 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
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 cr 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 nen-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 designhated as at FVTPL. Financial assets classiied as loans
include deposits with credit institutions and loans to subsidiasies 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 cost, 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 atiention 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 financiat assets in the group. The Company first assesses whether objective evidence
of impairment exists individually for financial assets that are individually significant.

If there is objective evidence that an impairment less 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 statement of comprehensive income. Subsequent recoveries are credited
to 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 securilies anct debt securities as at FVTPL. All 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 porticlio management activities. In accordance with its freasury
policy, the Company does not hold or issue derivative financial instruments for speculative trading purposes.

The Company recognises equity securities, debt securities and derivatives at fair value on the trade date of the transaction. In the
case of derivatives where no initial premium is paid or received the initial measurement value is nil. Directly atiributable
transaction costs are not included in the initial measurement value but are recognised in the statement of comprehensive income.
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Accounting policies continued

{h) Equity securities, debt securities and derivatives continued

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. I a priceftechnique is not available to provide a reliable fair value, the investment is

carried at cost less a 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 al that date using the valuation technique. When
unobservable market data have an impact on the valuation of derivatives, the entire initial change in fair value indicated by the
valuation technique is recognised over the life of the transaction on an appropriate basis, or when the inputs become observable,
or when the derivative matures or is closed out.

{h)}{i} Embedded derivatives

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

(i} 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 maodified terms of a
debt instrument,

The Company recognises and measures financial guarantee contracts in accordance with 1AS 38 Financial Instruments:
Recognition and Measurement. The Company initially recognises and measures a financial guarantee contract at its fair value. At
each subsequent reporling 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 reporiing date, determined in accordance with IAS 37
Provisions, Contingent Liabilities and Contingent Assefs.

(i) 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 statement of cash flows, cash and
cash equivalents also include bank overdrafts, which are included in borrowings on the statement of financial position.

(k} Equity
{k}{i) Share capltal and shares held by trusts

An equity instrument is any coniract that evidences a residua! interest in the assets of an entity after deducting all of its liabilities.
Shares are classified as equity instruments when there is no contraclual obligation to deliver cash or other assets to ancther 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 reserve. Incremental costs directly attributable to the issue of new equity
instrumenis are shown in the share premium reserve as a deduction from the proceeds, net of fax. Incremental cosis directly
attributable to the issue of equity instruments in a business combination are excluded from the consideration transferred.

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

{kXii}) Merger reserve
1f 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’.

{I) 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 retevant 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.
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(m) 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 actuaria!l calculations.

The sponscring employer for the defined benefit scheme is Standard Life Assurance Limited (SLAL), and therefore the net defined
benetit cost of the scheme is recognised by SLAL. As a result, the Company lreats 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.

(n} Provisions and contingent liabilities

Provisions for restructuring costs and lega! 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 outilow 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 outilow 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 or if the obligation is
probable but the amount cannot be reasonably estimated.

(o) 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 peried in which they are paid.

{p} 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. For share-based payment employee transactions,
services received are measured at fair value.

For cash-settled share-based payment transactions, services received are measured at the fair value of the liability using an
opticn pricing model. The tair value of the liability is remeasured at each reporting date and any changes in fair value are
recognised in the income statement for the period.

For equity-settled share-based payment transactions, the fair value of services received 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 and non-vesting
conditions, such as the requirement of employees to save in the Save-as-you-earn scheme, are included in the calculation of the
fair value of the instruments at the date of grant. Vesting conditions which are not market conditions 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 unconditionally entitled to those equity instruments.
Therefore, the Company immediately recognises an amount due from subsidiaries in respect of the services received in full with a
corresponding credit to the equity compensation reserve 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 corresponding credit to the equity compensation
reserve in equity.

Cancellations of awards granted arise where non-vesting conditions attached to the award are not met during the vesting period.
Cancellations are accounted for as an acceleration of vesting and the remaining unrecognised expense in respect of the fair value
of the award is recognised immediately.

At each period end the Company reassesses the number of equity instruments expected to vest and recognises any difference
between the revised and original estimate in the income statement with a corresponding adjustment to the equity compensation
reserve.

At the time the equity instrumenis vest, the amount recognised in the equity compensation reserve in respect of those equity
instruments is transferred to retained earnings.
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Accounting policies continued

(q) Derecognition and offset of financial assets and liabilities
A financial asset (or a pant of a group of similar financial assets} is derecognised where:
» The rights to receive cash flows from the asset have expired

* The Company retains the right to receive cash flows from the asset, but has assumed an obligation to pay themn 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 al! the risks
and rewards of the asset, or has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

A financial liability is derecognised when the obligation under the liability is discharged, 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 1o offset the recognised amounts and there is an intention to settle on a net basis, or to realise the asset
and settle the liability simultanecusly. 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

2011 2010
£m £m
Interest and similar income
Cash and cash equivalents 4 2
Loans to subsidiaries 82 80
Other 1 1
87 83
Income from subsidiary undertakings
Dividend income 499 286
Distributions from equity instruments 34 53
533 339
Gain on disposal of subsidiary - 47
Gains/(losses) on financial instrumemts
Equity securities and interests in pooled investment funds {5) 4
Derivative financial instruments -
{5) 5
Net investment return 615 474
B. Administrative expenses
2011 2010
Notes £m £m
Staff costs and other employee-related costs C 49 68
QOther administrative expenses 20 27
Total administrative expenses 69 95
C. Staff costs and other employee-related costs
20Mm 2010
Notes £m £m
The aggregate remuneration payable in respect of employees was:
Wages and salaries 40 57
Social security costs 5 5
Pension costs D 4 6
Total staff costs and other employee-related costs 49 68
The average number of staff during the year was:
United Kingdom 443 778
International 50 42
Total average number of staff 493 820

The staif 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 Direclors’ remuneration is provided in Note 48 of the consolidated financia! statements and the audited

section of the Directors’ remuneration report on pages 85 to 86.

Details of the embtoyee share-based payment schemes operated by the Group are given in Note 47 of the consolidated financial

statements.
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Notes to the Company financial statements continued

D. Pension and other post-retirement benefit provisions

The staff who manage the affairs of the Company are members of a defined benefit pension scheme and a defined contribution
pension scheme operated by the Group for its employees in the UK. There is no contractual agreement or policy for charging the
net defined benefit cost of the defined benefit scheme across the participating UK companies. The sponsoring employer for the
defined benelit 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 coniribution plans are expensed when employees have rendered services in exchange for such
contributions, generally in the year of contribution. The centributions to the defined contributicn and the defined benefit plans
recognised as an expense for the year ended 31 December 2011 were £4m (2010: £6m).

Further information on the Group’s pension schemes is given in Note 38 of the consolidated financial statements.

E. Auditors’ remuneration

In 2011 auditors’ remuneration amounted to £0.5m {2010: £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

2011 2010

£Em £m

Income tax credit 17 19
Deferred tax credit/{expense) arising from the current period 1 (1)
Total income tax credit 18 18

The Finance Act 2011 reduced the UK corporation tax rate to 25% with effect from 1 April 2012 and this rate has been applied in
calculating the UK deferred tax position at 31 December 2011. The 2011 Budget statement also announced the Government's
intention 1o make further reductions in the rate of UK corporation tax in 2013 and 2014. These reductions have not been included
in the calculation of deferred tax as they are subject to legislation being enacted in futlure years.

In 2010 the Gompany surrendered some of its tax losses to a subsidiary undertaking for no payment, resulling in an effective
increase in tax of £5m.

The aggregate tax effect of items charged directly to equity is £nil (2010: £nil).

{b} Reconciliation of tax credit

2011 2010

£m £m

Profit before tax 432 266

Tax at UK corporation tax rate of 26.5% (2010: 28%) (114) 74

Dividends not subject to UK corporation tax 132 80

Non-taxable profit on sale of subsidiary - 13

Permanent differences - {1)

Total income tax credit 18 18
G. Investments in subsidiaries

2011 2010

fm £m

At 1 January 4,948 4,964

Acquisition of subsidiary 49 30

Injection into existing subsidiaries 46 45

Disposals - (81)

At 31 December 5,043 4,948

Details of the Company’s principal subsidiaries are given in Note 50 of the consolidated financial statements.
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On 11 January 2011, the Company’s offer for the entire issued and to be issued share capital of Focus Solutions Group plc
(Focus) was declared wholly unconditional and therefore this is the effective date of the acquisition. The purchase consideration
was £42m cash and £7m loan notes. On 17 May 2011, Focus delisted its ordinary shares from trading and was re-registered as a
private limited company, Focus Solutions Group Limited. Focus is a provider of software and consultancy solutions to the financial
services industry, enabling its ¢lients to automate 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.

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.

On 31 July 2010, the Company sold Standard Life Healthcare Limited for a cash consideration of £138m.

H. Investments in associates and joint ventures
{a) Investments in associates

The Company has a 25.3% (2010: 25.3%) interest in Tenet Group Limited, a company incorporated in England. The reporting
date for Tenet Group Limited is 30 September as this is its year end date. This is different from the Company’s year end date of
31 December.

The Company disposed of its interest in RSM BJ FM Group Limited on 9 September 2010.

(b) Investments in joint ventures

The Company has a 50% (2010: 50%) interest in Heng An Standard Life Insurance Company Limited, a company incorporated in
China.

l. Tax assets and liabilities

2011 2010

£m £m

Deferred tax liabilities 3 4
Total tax liabilities 3 4

The amount of deferred tax liabilities expected to be settled after more than 12 months is £3m (2010: £4m).
There are no tax assets or current tax liabilities.

The Company has surrendered the benefit of its tax losses to underlying subsidiaries for a consideration of £17m (2010: £19m)
which will be receivable within one year. In 2010, there were remaining losses surrendered for no consideration. Accordingly, no
tax losses are available for carry forward. The Company has provided for deferred tax amounting to £3m {2010: £4m) in respect of
unrealised gains on equity securities.

Recognised deferred tax

201 2010
£m £m
Deferred tax liabilities comprise:
Unrealised gains on investmenis (3) {4)
Net deferred tax liabilities (3) {4)
Movernents in deferred tax liabilities comprise:
Al 1 January (4) 3
Amounts credited/(charged) to net profit 1 [¢)]
A1 31 December (3) {4)
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Notes to the Company financial statements continued

J. Financial investments

2011 2010
Notes £m £m
Financial investments at fair value through profit or loss:
Classitied as held for trading:

Derivative financial instruments designated as held for trading K 6 25
Total financial investments classified as held for trading 6 25
Designated upon recognition:

Equity securities and interests in pooled investment funds 24 28

Debt securities 88 1
Total financial investments designated upon initial recognition 112 29
Total financial investments at fair value through profit or loss 118 54
Loans and receivables:

Loans to subsidiaries 687 1,297

Receivables and other financial assets L 58 57

Cash and cash equivalents N 477 377
Total loans and receivables 1,222 1,731
Total financial investments 1,340 1,785

The amount of debt securities expected to be recovered or settled after more than 12 months is £1m (2010: £1m). Due to the
nature of the equity securities and interests in pooled investment funds, there is no fixed term associated with these securities.

The amount of loans and receivables expected to be recovered or settled after more than 12 months is £633m (2010: £1,297m).

K. Derivative financial instruments

The Company uses derivative financiat 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 portfolio 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 for the Group
hedge pan of the currency translation risk of net investments in foreign operations. For details refer 10 Note 22 of the consolidated
financial statements.

2011 2010
Contract Fair value Fair value Conltract Fair value Fair value
amount assels liabilities amount assets liabilities
£m £m £m £m £m £m
Foreign exchange derivatives:
Forwards 1,472 6 {6) 1,314 25 (25)
1,472 6 (6) 1,314 25 {25)

The derivative habilities of £8m (2010: £25m) are expected 1o be settled within 12 months. The derivative assets of £6m
(2010: £25m} are expected to be recovered within 12 months.
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The maturity profile of the contractual undiscounted cash flows in relation to derivative financial instruments is as follows:

Within 1-5 5-10 10-15 15-20
1 year years years years years Total
2011 £m £m £m £m £m £m
Cash inflows
Derivative financial assets 739 - - - - 739
Derivative financial liabilities 733 - - - - 733
Total 1,472 - - - - 1,472
Cash outflows
Derivative financial assets 733 - - - - 733
Derivative financial liabilities 739 - - - - 739
Total 1,472 - - - - 1,472
Net derivative financial instruments cash flows - - - - - -
Within 1-5 5-10 10-15 15-20
1year years years years years Total
2010 £m £m £m £m £m £m
Cash inflows
Derivative financial assets 671 - - - - 671
Derivative financial liabilities 543 - - - - 643
Total 1,314 - - - - 1,314
Cash outflows
Derivative financial assets 643 - - - - 643
Derivative financial liabilities 571 - - - - 671
Total 1,314 - - - - 1,314

Net derivative financial instruments cash flows - - - - . .

Cash inflows and outflows are presented on a net basis in the tables where the Company is required to settle cash flows net.

L.- Receivables and other financial assets

201 2010

fm £m

Due from related parties 51 24
Collateral pledged in respect of derivative contracts 4 21
Accrued income 1 -
Other 2 12
Total recelvables and other financial assets 58 57

The carrying amounts disclosed above reasonably approximate the fair values at the year end.
The amount of receivables and other financial assets expected to be recovered after more than 12 months is £nil (2010: £nif).

M. Other assets

201t 2010

£m £m

Due from related parties 17 19
Total other assets 17 19

Due from related parties comprises amounts due in respect of Group relief. The amcount of other assets expected to be recovered
after more than 12 months is £nil (2010: £nil),
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Notes te the Company financial statements continued

N. Cash and cash equivalents

201 2010

£m £m

Demand and term deposits with ariginat maturity of less than three months 20 17
Other short-term investments 457 360
Total cash and cash equivalents 477 377

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

Qther 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 represents the Company's funding of the Employee Share Trust (EST) in relation to the acquisition of shares
of the Gompany for delivery to employees under various employee share schemes.

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.

R. Retained earnings

2011 2010

Notes £m £m

At 1 January 376 274
Profit for the year attributable to equity holders 450 284
Dividends and appropriations {303) (273)
Transfer from equity compensation reserve for vested employee share-based payments S 11 15
Shares distributed by employee trusts (9) {10}
Transfer between reserves on disposal of subsidiary S - 86
At 31 December 525 376

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 2011.
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S. Reconciliation of movements in other reserves

Equity

Merger compensation Speciat
reserve reserve reserve Total
Notes £m £m £m £m
At 1 January 2011 3,108 36 261 3,405
Reserves credit for employee share-based payment schemes - 24 - 24
Vested employee share-based payments R - (11) - (1)
At 31 December 2011 3,108 49 261 3,418
At 1 January 2010 3,194 33 266 3,493
Reserves credit for employee share-based payment schemes - 18 . 18
Vested employee share-based payments R - {15} - {15)
Transfer between reserves on disposal of subsidiary R (86} - - {86}
Dividends and appropriations - - {3) {5)
At 31 December 2010 3,108 36 261 3,405

In 2011 the total dividends and appropriations paid of £303m were treated as a deduction from retained earnings.

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.

Further information on the merger reserve and special reserve is given in Note 30 of the consolidated financial statements.

T. Financial liabilities

2011 2010
Notes £m £m
Financial liabilities at fair value through profit or loss:
Classified as held for trading:

Derivative financial instrumenis designated as held for trading K ] 25
Total financtal liabilities classified as held for trading_ 6 25
Total financial liabilities at fair value through profit or loss 6 25
Financial liabilities measured at amortised cost:

Subordinated liabilities U 1,186 1,799

Other financial liabilities v 28 32
Total financial liabilities recognised at amortised cost 1,214 1.831
Total financial liabilities 1,220 1,856
U. Subordinated liabilities

2011 2010
Principal Carrying value Principal Carrying value
amount £m amount £m

Subordinated guaranteed bonds:
6.75% Sterling fixed rate perpetual £500,000,000 502 £500,000,000 502
6.375% Euro fixed/floating rate 12 July 2022 €62,780,000 54 €750,000,000 660
Mutual Assurance Capital Securities:
6.546% Sterling fixed rate perpetual £300,000,000 315  £300,000,000 315
5.314% Euro fixed/floating rate perpetual €360,000,000 315 €360,000,000 322
Subordinated liabilities 1,186 1,799
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Notes to the Company financial statements continued

U. Subordinated liabilities continued

The principal amount of subordinated liabilities is expected to be setiled after more than 12 months, with the exception of the
cutstanding 6.375% Euro denominated fixed/floating subordinated guaranteed bonds which are expected to be settled within 12
months. The accrued interest on subordinated liabilities of £52m (2010: £71m) is expected to be settled within 12 months.

Following a tender process in respect of its Euro denominated 6.375% fixed/floating rate subordinated guaranteed bonds due
2022 (the Bonds), the Company announced on 12 September 2011 that it had agreed ic purchase €687,220,000 of the Bonds at
a purchase price of €10,200 per €10,000. After settlement on 14 September 2011, €62,780,000 in aggregate principal amount of
the Bonds remain outstanding.

Further information on the terms and conditions of the subordinated liabilities is given in Note 37 of the consolidated financia!
statements.

V. Other financial liabilities

2011 2010

£m m

Due to related parties - 15
Collateral accepted in respect of derivative contracts 2 -
Loan notes arising on acquisition of subsidiary 7 -
Other 19 17
Total other financial liabilities 28 32

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 consolidated 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 exposure to market movements which could result in the
value of income, or the value of financial assets and 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 and from its
exposure to equity securities. 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 signiticant exposure to
interest rate risk include money market instruments, derivative financial instruments and subordinated liabilities. The Company is
also exposed to fluctuations in the equity securities markets, and as a result, changes in the value of its holdings and the return on
those holdings.

Market risk is managed through the Group market risk policy. The Company is required to manage risk in accordance with the
policy and to take mitigating action as appropriate to cperate 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 permitied securities and/or application of investment constraints and the active use of derivalives to improve the matching
characteristics of assets and liabilities.

The Company's investments and liabilities are generally held in its functional currency. However, for strategic and capital reasons
the Company may hold investments and liabilities in other currencies. In these cases, derivative financial instruments may be
employed to manage currency exposure so that the Company has ne remaining significant exposure to foreign exchange
fluctuations.

Derivative instruments may also be utilised to reduce risk arising from exposure to fluctuations in interest rates and equity indices.
Transactions in derivatives are undertaken on a regulated market or are with an approved counterparty. In employing derivatives,
the Company must always have sufficient cash equivalents or underlying assets to cover any potential cbligation or exercise right
following reasonably foreseeable adverse variations.
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{b)(i) Market risk concentrations

The analysis of market risk exposure presented below can be reconciled to the Company’s total assets as follows:

2011 2010

£m £m

Financial investments 1,340 1,785
Investments in subsidiaries 5,042 4,948
Investments in associates and joint ventures 88 68
Other assets 17 19
Total assets 6,488 6,820

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 information regarding the market risk exposure of the Company at 31 December 2011 and

31 December 2010, 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.
Geography
UK Continental Europe Canada Total

2011 2010 2011 2010 2011 2010 2011 2010
£m £m £m £m £m £m £m £m
Debt securities 51 1 37 - - 88 1
Equity securities 24 28 - - - - 24 28
Loans 319 315 368 982 - - 687 1,297
Cash and cash equivalents 473 373 4 3 - 1 477 377
Derivative financial assets 6 25 - - - - 6 25
873 742 409 985 - 1 1,282 1,728
Receivables and other financial assets 58 57
Financial investments 1,340 1,785

The market risk exposure to foreign currency assets is either matched by fiabilities held in the same currency or managed using

derivative financia! instruments,

(b)(ii) Sensitivity analysis - market risk

The table below illustrates the sensitivity of profit after tax and equity to reasonably possible variations in the key assumptions
made in relation to the Company’s most significant market risk expesures. The sensitivity analysis has been performed by
calculating the sensitivity of profit after 1ax 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 ditferent 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%
2011 2010 20m 2010 201 2010 2013 2010 201 2010 201 2010
£m £m £m £m £m £m £m £m £m £m £m £m
impact on profit after tax
and equity 5 6 (5) (6} 2 3 2) 3 a 3 (4) 3)

Limitations

The sensitivity analysis is non-linear and larger or smaller impacts should not be derived from these results. The sensitivity
analysis represents the impact on profits 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
results 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.
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Notes to the Company financial statements continued

W. Risk management continued
{c) 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.

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 appropriale 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 reterence 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 minimum 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 Greup Enterprise Risk Management
Committee prior to being transacted.

{c){i} Credit exposure of financial assets

The following table provides 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 Company has assigned internal ratings for use in managing and monitoring credit risk, the
assets have been classified in the analysis that follows as ‘internally rated’. If a financial asset is neither rated by an external
agency nor ‘internally rated’, it is classified as 'not rated’. The total amounts presented represent the Company’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.

The total amount in the table below represents the Company’s credit exposure to financial invesiments (excluding equity
securities) at the year end without taking into account any collatera! held.

Loans to Receivables
subsidiaries Cash and cash Derivative and other
Debt securities and associates equivalents financial assets financial assets Total

20M 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010

£m £m £m £m £m £m £m £m £rm £m £m £m

AAA - - - - 459 380 - - - - 459 380
AA - - - - 2 2 - - - - 2 2
A 87 - - - 15 15 - - “ - 102 15
BBB - - - - 1 - - - - - 1 -
Not rated 1 1 G687 1,297 - - 6 25 58 57 752 1,380
Total 88 1 687 1,297 a77 377 6 25 58 57 1,316 1,757

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 Company to record separately the impairment of assets by credit losses. Instead, the carrying amount
of an asset subject to any impairment charge is directly reduced by the amount of the impairment. At 31 December 2011 and 31
December 2010, all financial assets were neither past due nor impaired.

(c){ii} 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 1o mitigate
counterparty risk in the 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 collaterat 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 full
collateralisation. Any collateral moved under the terms of these agreements is transferred outright. With regard to either collateral
pledged or accepted the Company may request the return of, or be required to return, collateral to the extent it ditfers from that
required under the daily margin calculations.

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 2011, the Company had pledged £4m (2010: £21m) of cash and
accepted of £2m (2010: £nil) of cash as collateral for derivative financial liabilities.
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(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
setile 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 acticn as appropriate to operate within defined risk appetites.

Liquidity risk is managed by the Company in consultation with the central Group capital management function, which incorporates
treasury management. Liquidity risk is primarily managed by placing limits on the value of financial assets held which are neither
quoted nor regularly traded on a recognised exchange and by maintaining a portfolio of committed bank facilities. The Company
maintains a £500m syndicated revolving credit facility which does not expire until December 2013 and is currently undrawn. The
Company is also responsible for the definition and management of the contingency funding plan 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 reporting date. The amounts shown are the contractual undiscounted cash flows.

Within 1 1-5 5-10 10-15 15-20 Greater than 20

year years years years years years Total
2011 £m £m £m £m £m £m £m
Subordinated liabilities 73 2886 330 335 222 - 1,246
Other finanical liabilities 28 - - - - - 28
Total 101 286 330 335 222 - 1,274
2010
Subordinated Iiabilities1 i1 443 522 1,021 274 - 2,371
OCther financial fiabilities 32 - - - - - 32
Total 143 443 522 1,021 274 - 2,403

' The subordinated liabilities analysis has been amended to reflect contractual rather than expected repayments.
The principal amounts of financial liabilities where the counterparty has no right to repayment are excluded from the table along
with interest payments on such instruments after 20 years.

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. Refer to Note K — Derivative financial instruments for the maturity profile of undiscounted cash flows of derivative
financial instruments.

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 fina! 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 Company.

{b) Issued share capital

The Scheme of Demutualisation of The Standard Life Assurance Company (SLAC) sets a 10-year time limit, ending in 20186, for
those eligible members of SLAC who were not allocated shares at the date of demutualisation to claim their entittement. 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 2009, the Company provided an indemnity to 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 2011 (2010: £nil).

Under the trust deed in respect of the Group’s UK defined benefit pension scheme, Standard Life Employee Services Limited
(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, which gave rise to a liability of £nil at 31 December 2011 (2010: £nil).
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. Notes to the Company financial statements continued

Y. 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:

2011 2010
Notes £m £m
Due from related parties:
Subsidiaries LM 68 43
Laans to subsidiaries J 687 1.297
755 1,340
Due to related parties:
Subsidiaries \ - 15
- 15
Transactions with related parties carried out by the Company during the year were as follows:
2011 2010
£m £m
Revenues from related parties:
Subsidiaries 615 419
615 419
Expenses to related parties:
Subsidiaries 65 a4
65 94

Where financial instruments arising from transactions with related parties are offset 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 managemeni personnel of the Company are considered 1o be the same as for the Group. Information on
both Company and Group compensation paid to Directors and key management personnel can be found in Note 48 of the
consolidated financial statements. Information on transactions with/balances from/(to) key management personnel and their close
family members can also be found in Note 48 of the consolidated financial statements.
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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 IAS 39 Financial Instruments: Recognition and Measurement is presented in Notes J and T and includes
those financial assets 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 Quoted prices (unadjusted) in active markets for identical assets or liabilities.

This category includes listed equity securities.

Level 2 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 certificates of deposit and derivative instruments that are not exchange traded.

Level 3

Inputs for the asset or liability that are not based on cbservable market data.

Level 3 financial instruments principally include unlisted equity securities and debentures (see Note Z(b){iii} for further

details).

(b)(il} Fair value hierarchy for financial instruments measured at fair value in the statement of financial position
The following table sets out an analysis of financial assets and liabilities measured at fair value by level of the fair value hierarchy.

Fair value hierarchy

Level 1 Levet 2 Level 3 Total
2011 2010 2011 2010 2011 2010 20Mm 2010
Assets £m £m £m £m £m £m £m £m
Derivative financial assets - - 6 25 - - 6 25
Equity securities 20 24 - 4 4 24 28
Debt securities - - 87 - 1 1 88 1
Total 20 24 93 25 5 5 118 54
Liabilities
Derivative financial liabilities - - 6 25 - - 25
Total - - 6 25 - - 25
There were no significant transfers between level 1 and level 2 in the year.
{b){iil) Reconciliation of movements in level 3 instruments
The following table sets out a reconcitiation of the movements in the level 3 instruments.
Total gains/(losses) recognised
Total gains/{losses) in the statement of
Atd recognised in At31 comprehensive income for
January the statement of Transfers into/ December assets or liabilities held at
2011 comprehensive income {out of) level 3 2011 31 December 2011
2011 £m £m £m £m £m
Equily securities 4 - - 4 -
Debt securities 1 - - 1 -
Total losses recognised in the
At1 Total losses recognised At statement of comprehensive
January in the statement of  Transfers into/ December income tor assets or liabilities
2010 comprehensive income {out of) level 3 2010 held at 31 December 2010
2010 £m £m £m £m £m
Equity securities 5 (1) . 4 m
Debt securities 1 - - 1 -

The Company does not intend to dispose of these financial instruments.
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Notes to the Company financial statements continued

Z. Fair value of financial assets and liabilities continued
(b}{iv) Sensitivity of level 3 financial instruments measured at fair value to changes in key assumptions
There is no significant sensitivity of level 3 financial instruments measured at fair vatue in relation to changes in key assumptions.

(c)} 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 financial assets and financial liabilities are based on cbservable market inputs where available, or are
estimated using other valuation techniques.

2011 2011
Carrying value Fair value
Notes £m £m
Financial assets
Loans to subsidiaries J 687 580
Financial liabilities
Subordinated guaranteed bonds u 556 479
Mutual Assurance Capital Securities U 630 526
2010 2010
Carrying value Fair value
Notes £m £m
Financial assets
Loans to subsidiaries J 1,297 1,224
Financial liabilities
Subordinated guaranteed bonds u 1,162 1,119
Mutual Assurance Capital Securities U 637 563

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 Company
does not consider its loans to subsidiaries to be impaired.

The carrying value of all other financial assets and liabilities measured at amortised cost approximates their fair value.

AA. Events after the reporting period

Details of events after the reporting period affecting the Company are given in Note 52 of the consolidated financial statements.
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Glossary

Acquisition expenses
Expenses related 1o the procurement and processing of new business written, including a share of cverheads.

Annuity

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

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 that 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 consolidalion 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
consolidated 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 bock management includes all non-expense related operating variances and
assumption changes for covered business plus those development costs directly refated to back book management initiatives and,
for non-covered business, specific costs attributed to back boock 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 normalty
calculated by projecting a large number of possible future economic outcomes, taking an average over all of these outcomes,

Capital 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 capita! 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 Cfficers of major European listed, and some non-listed,
insurance companies.

Company
Slandard Lite 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 our EEV operating profit before tax in the three components which reflect the focus of our business effort —
core, efficiency and back book management. Core includes new business contribution, expected return and development costs for
covered business, excluding those development costs directly related to back book management initiatives and, for non-covered
business, operaling profit excluding specific costs afiributable to back book management.

Covered business

The business covered by the EEV methodology. This should include any contracts that are regarded by loca!l insurance
supervisors as long-term or life insurance business and may cover other long-{erm 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 wilhin the EEV supptementary information.
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Glossary continued

Deferred acquisition costs {DAC)
The method 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 smocthed 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 front income instead of the fufl 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 transaction at an assumed rate, using a discount factor reflecting
the time value of money. The cheice 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 profil. It is calculated as operating 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
associates, 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 adjusis 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 cur business effort —
core, efficiency and back bock management. Efficiency includes covered business variances and assumption changes, which
relate to maintenance expenses.

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 econcmic assumptions. Covered business is defined above.

Non-covered business EEV operating profit represents operating profit. Non-covered business is defined below.
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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 represenis 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

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

Fee based business

Fee business is a component of operating profit and is made up of products where we generate revenue 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 1o rising or falling markets coming from higher
or lower AMCs.

Financial options and guarantees
Terms relaling 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 pelicyholder, whose potential value is impacted by the
behaviour of financial variables.

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

Global Absolute Return Strategy {GARS)
A type of fund provided by Standard Life Investments, which is proving to be very popular with investors. The fund's key objective
is to deliver an average annual return to investors that is 5% above UK six month LIBOR (London Interbank Offer Rate).

Group capital surplus
This is a regulatory measure of our financial strength and compares the Group's capital resources to 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 2008, the Company and
its subsidiaries.

Growth investment spend

Costs we incur investing in the future of our business, including product development, marketing and technology 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 demutualisaticn 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 pericd 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 to be earned over the lifetime of new business written is equal to the
capital invested to support the writing of the business.
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Glossary continued

International Financlal Reporting Standards {IFRS)
International Financial Reporting 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,

Key performance Indicators (KPI)
This is a measure by reference to which the development, performance or position of the business can be measured efiectively.

Maintenance expenses

Expenses related to the servicing of the in-force book of business (including investment management 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 portiolio of stocks or
bonds, enabling investors to achieve a more diversified portfolio than they otherwise might have done 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 switches 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)

Cosis involved in acquiring new business (such as commission paymenis 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 strain as a percentage of PVNBP sales (see PVYNBP).

Non-covered business

Mainly includes third party global investment management and cther 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.

Neon-ecenomic 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-participating/non profit policy
A policy, including a unit linked policy, which is not a participating/with profits policy.

Operating profit
For a full definition of operating profil, refer accounting policy (jj}.
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Participating/with profits policy

A policy where, in addition to guaranteed benefits specified in the policy, addilional bonuses may be payable from relevant surplus.
The declaration of such bonuses (usually annually} reflects, amongst other things, the overall investment performance of the fund
of which the policy tforms part.

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 profits after tax attributable to equity holders from the covered business
in-force at the valuation date, adjusted where appropriate, to take account of TVOG.

Present value of new business premiums (PVNBP}

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

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, Ireland and Germany.

PVNBP margin

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

Recourse cash flow (RCF}

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

Regular premium

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

Required capital

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

Return on equity {RoE}
The annualised post-tax profit on an IFRS basis expressed as a percentage of the opening IFRS equity, adjusted for time

apportioned dividends paid to equity holders. Operating RoE is based on operating profit after tax and tota! RoE is based on IFRS
profit after tax attributable to equity holders.

Return on EEV {RoEV)

The annualised post-tax operating profit on an EEV basis expressed as a percentage of the opening embedded value, adjusted for
time apportioned 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'investissement 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 investment in transferable securities
{UCITS) directive.

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

SIPP

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

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

Spread/risk based husiness

Spread/risk based business is a component of operating profit and mainly comprises products where we provide a guaranteed
level of income for our customers in return for an investrment. A good example of this product line is annuities. The ‘spread’ referred
to in the title primarily relates to the difference between the guaranteed amount we pay to customers and the actual return on the
assets over the period of the contract.

Spread/risk margin
Spread/risk margin reflects the margin earned on spread/risk business. This includes net earned premiums, claims and benefits
paid, net investment return using long-term assumptions and reserving changes.

Time value of options and guarantees (TVOG)

Represents the potential additional cost fo equity holders where a financial option or guarantee exists which affects policyholder
benefits 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 pocl! of assets referred to as
the unit linked fund.

Wrap platform

An investment platform which is essentially a trading platiorm enabling investment funds, pensions, direct equity holdings and
some life assurance coniracts to be held in the same administrative account rather than as separate holdings.
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Shareholder information
Registered office:

Ceompany registration number: SC286832
Standard Life House

30 Lothian Road

Edinburgh

EH1 2DH

Scotland

Phone: 0800 634 7474 or 0131 225 2552

For shareholder services call 0845 113 0045
Registrar:

Capita Registrars Limited

Auditors;

PricewaterhouseCoopers LLP

Solicitors:

Slaughter and May

Brokers:

JP Morgan Cazenove
Deutsche Bank

Shareholder services

We offer a wide range of sharehelder 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. Internaticnal numbers for Capita can be found on the last
page of this report.
* Visit our share poria! at www.standardlifesharepottal.com

Sign up for ecommunications

You can choose to receive your sharehclder 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 Annuat 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 version — 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

f you are a cenrtificated shareholder, 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 account — the
Standard Life Share Account — by contacting Capita, or you could get in touch with your broker to find out about their nominee
services.

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

Mailing Preference Service (MPS)
DMA House

70 Margaret Street

Londen

W1W 858

You c¢an also register online at www.mpsonline.org.uk

Standard Life 273




Analysis of registered shareholdings as at 31 December 2011

Number of % of total % of total
Range of shares holders holders Number of shares shares
1-1,000 64,083 54.49% 30,540,071 1.30%
1,001-5,000 46,598 39.62% 99,003,500 4.21%
5.001-10,000 4,148 3.52% 28,231,217 1.20%
10,001-100,000 2,280 1.93% 49,839,808 2.12%
100,001+’ 489 0.41% 2,146 051,226 91.18%
Totals 117,598 100% 2,353,665,822 100%

' These figures include the Company-sponscred nominee - the Standard Life Share Account — which had 1,263,123 participants holding 1,042,534,917 shares, and

the Unclaimed Asset Trust, which had 75,258 participants holding 28,350,725 shares.
Financial calendar for 2012

2011 preliminary results

Ex-dividend date for 2011 fina! dividend

Record date for 2011 final dividend

2012 Q1 trading results and interim management staternent”
Last date for DRIP elections for 2011 finat dividend

Annual General Meeting

Dividend payment date (2011 final dividend)

2012 half year results*

Ex-dividend date for 2012 interim dividend*

Record date for 2012 interim dividend*

2012 Q3 trading results and interim management statement*
2012 Interim dividend payment date*

*These plans and dates are anticipated at this stage and may be subject to change.
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Contact details

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

UK and Ireland

If you have any questions
about voting at the Annual
General Meeting,
dividends or your
shareholding, please
contact our registrar:

Visit

www .standardlifeshareportal.com

Mail

questions@standardlifeshares.com
Address:

Standard Life Shareholder
Services

34 Beckenham Road

Beckenham

Kent

BR3 4TU

Phone

0845 113 0045

+44 (0)20 3367 8224

(01) 431 9829

Germany and Austria

If you have any questions
about voting at the Annual
General Meeting,
dividends or your
shareholding, please
contact our registrar:

www.standardlifeshareportal.com/de

fragen@standardlifeshares.de
Address:

Standard Life Aktionadrsservice
Postiach 20 01 43

60605 Frankfurt am Main
Germany

+49 (0)6196 7693
130

Canada

It you have any questions
about voting at the Annual
General Meeting,
dividends or your
shareholding, please
contact our registrar:

www.standardlifeshareportal.com
{English)

www.standardlifeshareportal.com/fr
(French Canadian)

questions@standardlifeshares.ca
Address:

Standard Life Shareholder
Services

PO Box 4636

Station A

Toronto M5W 7A4

1-866-982-9939

Please note, you may not use any electronic address provided in this document or any related document — including in the

Summary Financial Report 2011, Shareholder News, AGM guide 2012 (including the Notice of Annual General Meeting), your
voting form or the letter or email from the Chairman about the 2012 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
amount invested or any income from it. All figures and share price information have been calculated as at
31 December 2011 (unless otherwise indicated).

This document has been published by Standard Life for information only. It is based on our understanding
as at March 2012 and does not provide financial or legal advice.

Standard Life plc is registered in Scotland (SC286832) at Standard Life House, 30 Lothian Road, Edinburgh EH1 20DH,

Calls may be monitored andfor recorded to protect both us and you and help with our training. Call charges may vary.
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