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Financial Highhghts

Other H]ghlights

— EEV operating profit of £228 9 milhion

(2008 £204 3 mullion)

— EEV pre-tax proflt of £363 2 mulhon

(2008 loss of £115 9 million)

— EEV new busness profits of £155 4 milhon

(2008 £123 5 milhion)

— EEV net asset value per share 284 5 pence

(2008 232 4 pence)

— [IFRS profit before shareholder tax of £49 9 million

(2008 £64 5 mullion, excluding one-offs of £16 2 million)

— [FRS net asset value per share 112 0 pence

(2008 105 9 pence)

— Proposed final diwvidend mcreased by 4% to 2 66 pence

per share making a total dividend for the year of 4 5 pence
(2008 4 39 pence) up 2 5%

— Total smgle investments of £3 4 bilhon

(2008 £3 1 bilhon) up 10%

— Net inflow of funds £2 3 lillion

(2008 £1 7 bilhon) up 35%

— Funds under management of £21 4 billion

(2008 £16 3 billion) up 31%

— Partnership numbers at 1,464 up 9%,

fourth consecutive year of growth

MOITATIAY

Year Ended
31 December
2009

Year Ended
3i December
2008

£ Million £ Million
European Embedded Value Basis
Life business 175.1 1741
Unit trust business 74.3 508
Other {20.5) (20 6)
Operating profit before tax 2289 204 3
Total profit/(loss) before tax 363.2 (115 9)
Shareholders’ funds 1,371.4 1,114 3
International Financial

Reporting Standards
Life business — shareholder proﬁt 53.6 832
Unat trust business 16.8 181
Other (20.5) (20 6)
One-off items - (16 )
Profit before shareholder tax* 49.9 645
Profit/(loss) before tax** 28.5 (314)
Shareholders’ funds 539.8 5080

*  Figures exclude policyholders tax gross up
** Figures nclude palicyholders tax gross up
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About us

St. James’s Place Wealth Management 15 a leading UK wealth
management organisation. Founded in 1991, St James’s Place was

listed on the London Stock Exchange in 1997 and 1s now a FTSE 250
company with over £21 bilhon funds under management The Company
provides face-to-face advice to clients based on their individual needs
and circumstances, adapting the advice as requirements change over
time to ensure that recommendations remain appropriate.

Thus relationship-based approach has proved to be very
resilient, no more 5o than 1n the volatile period of the last
few years As the UK, along with other economies, emerges
from the credit crisis in what 1s likely to be a slow and
fragile recovery, there 15 increasing demand for trusted face-
to-face advice from experienced advisers backed by a strong
organisation and brand

We believe we remain uniquely positioned to continue to
succeed 1n our market because of the two fundamental
prmc:ples that have underpmned our business from day 1
the strength of the relationship between our advisers and
their clients, and our approach to Investment management

The St James’s Place Partnershy
The members of the St [ames's Place Partnership play
the leading part in delivering our wealth management
service The Partnership — so called because of the way
they work in partnership with thewr chents — work from a
network of offices across the UK On average, they have
17 years’ experience in their field and include some of the
most experienced, able and highly-regarded professionals
working in wealth management today

All cur Partners are experienced advisers, some have
particular expertise in specific and often highly technical
areas Ifa chient’s ciccumstances require specific expertise,
the Partner will consult —and if fecessary troduce
—acolleague who can provide 1 Partners often work
alongside clients’ other professional advisers, providing a
complementary service and a fresh perspective We believe
advice 15 best given face-to-face and focused on the personal
needs of each individual chent

Our Partners recogmse that no one client’s objectives or
circumstances are the same as another The relationships
between Partners and chients endure because they are
founded on mutual respect and trust, with the emphasis
on bulldmg and mamntaining a long-term relationship The
large majority of clients choose to continue the working
relationship with their Partner indefintely, appreciating a
source of trusted advice as their financial needs evolve over
the years The success of our approach can be seen from the
fact that an estimated 75% of new 1nvestments came from
exlstmg clients or from referrals from them

Our Approach to Investment
Management

We do not employ mn-house fund managers because we
believe that no single investment house has a monopoly
of imvestment expertise ' We therefore carefully select

a number of external managers from across the globe

to manage our range of funds The cornerstone of this
approach 1s the Investment Commuttee who “manage the
fund managers’ on behalf of our chents

The Investment Comumittee 15 assisted by the independent
nvestment consulting firm, Stamford Associates, who play
an impottant role 1n selection and monitoring of investment
managers Thus approach gives us both the ﬂexlblhty to
respond to market condtions as they change and also the
confidence that we are employing the best fund managers
for our clients

Stamford prov ides hlghly spemallsed skalls and a level of
mvestment manager research that would not normally be
available to private chients or trustees They maintain
CIOSE contact Wlth our 1nvestment managers and monitor
the ‘investment footprints” of their portfolios on an
ongoing basis

New Fund Managers

During 2009, the Investment Commuttee in conjunction
with Stamford Associates identified and appointed three
new fund managers and added a new investment mandate to
the responsibilities of one of our existing managers, Stuart
Mitchell of SW Mutchell Capital The three new managers

appointed were

— Peg McGetrick at Liberty Square Asset Management
—  John Wood at JO Hambro Capatal Management
— Kenneth A Broekaert at Burgundy Asset Management

We remain commutted to momitoring and reviewng all

of our fund managers to ensure we generate the optimum
return for our clients’ investment and will be makmg
further new appointments, of both managers and mandates
n 2010
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Our Services at a Glance

St James’s Place Wealth Management offers wealth management
advice to individuals and businesses

Qur services include:

Investments Protecting Wealth

Investing offers significant potentral for increasing wealth, Protecting the wealth and financial future of our clients’
but only 1f it 15 done in the right way Our clients benefit farmilies 1s a key element of our service We deal with

from our distincuve approach to investment management exceptional insurance needs, such as unusually high levels
By selecting a number of leading mnvestment managers of life cover needed to protect estates from Inheritance Tax
and imvestment houses, each with their own distinctive {'IHT") or to protect business assets

imvestment style, we are able to offer our clients access

to some of the best managers available with a well Although the value of insurance 1s rnost often constdered in
dwversified portfolia the context of indnviduals’ private Lives, tt frequently has an

important role to play in business, protecting companies and
The advice given to our clients is based on areview of their  the people who own and manage them We are specialists i
indwidual eircumstances and we ensure that our clients’ ths field, providing cover which can fund necessary changes
imvestment strategies are aligned to their objectives whether  1n the business or its ownership
1tbe to generate income or capn;al grow th

With increasing longevity, many of our chients face the

Retirement Planning prospect of needing to use all of their wealth to fund care 1n
later ife Our range of trust-based schemes addresses this

For many, retirement will last as long as, or even longer
o gas, g by allowing chients to make a gaft of capital so as to reduce
the value of their estate for IHT purposes, while at the same

time providing them with a predetermined income to help

than, their working hives The financial implications

are enormous Making a plan for a long and prosperous
retirement 15 very Likely to involve investments in pensions
meet the expenses of care 1n later life, if required
but there 1s much more to retirement planning than pensions

alone proper planning must encompass all aspects of what

15, for most people, the biggest change i their financial Business Plannin

circumstances during their adult Iives Running a business today takes a great deal of hard work
and commitment The pressures of maintaining the pace in

The range of potential strategies 15 as broad as ever, but competitive markets mean that the future wellbeing of the

with the tax environment changing rapudly, knowing business tends to take priority over time spent on planming

whether to take ads antage of the opportumties available, financial objectives

and when, 1skey Whatever the strategy, the flexibility

and control provided by our investment approach gives Among other 1ssues, business owners need to consider

a distinct advantage together with bespoke advice how they will comvert their enterprise into wealth and the

development of an effective exit or transition strategy By
taking time to understand a business, we work with business
ow ners to meet their financial aims

ML)
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Chairman’s Statement

2009 really was a year of two halves as is best 1llustrated
by our new business results

The first six months saw new business fall by 8% and
in our mnterim statement we said that the Company
had again demonstrated its resihence in adverse
market conditions.

Stock markets recovered sharply m the second six
montbhs of the year and new business on an APE basis
increased by 20% with funds under management and
profits also increasing strongly Consequently, total new
business for the year grew by 5%

MIKE WILSON
CHAIRMAN
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+ 5 %
APENEW
BUSINESS

+2. 5%

FULL YEAR
DIVIDEND

+12%

EEV
OPERATING
PROFIT

Net inflows of funds last year were £2 3 billion and our
funds under management ended the year at £21 4 illion,
up 31% and at the highest level in our history Asaresult
of the new busmess figures, the strong net inflows and
market recovery, l am pleased to announce a 12% mcrease
1n 2009 operating profits of £228 9 mullion on a European
Embedded Value {'EEV") basis

We are also delighted to announce a fourth consecutive year
of strong growth in the size of the Partnership with total
Partner numbers increasing by 9% to 1,464

Financial Performance

The Financial Commentary on pages 12 to 21 provides
comprehensive detall on the performance of the group
for the year on both the IFRS (International Finaneial
Reporting Standards) basis and an EEV basis

Shareholders will recall that the Board continue to beheve
the EEV result provides a more meaningful measure of the
Group's operating performance since 1t better reflects the

long term nature of the business

On an IFRS basss the operating profit, before shareholder
tax, was £49 9 million compared with £64 5 million
(gnoring one-off items) for the prier year The lower
profit reflects the economic conditions and 1n particular
the 1mpact of interest rates which significantly reduced the
nceme recenved on cash balances

EEV operating profit for the year at £228 9 million

was some 12% higher than the £204 3 million for the
prior year The increase reflects the hagher profit arising
from new business together with the positive effect of
reducing expenses

Followmng the strong recovery in the world stock markets
during the later part of the year we are reporting a
positne EEV imvestment variance of £148 2 million The
corresponding figure for 2008 was a negative variance of
£320 6 rallion which reflected the 30—49% declines in
world markets in that year

Dhvidend

At the half year we maintained the drvidend at 1 84 pence
and indicated that the level of the final dsvidend would
depend upon our full year performance and how the

MITATIA)

economic and stock markets progressed throughout the
remainder of the year together with the outlook for 2010

In Light of the performance of the business in the second
half of the year the Board has recommended an increase in
the final drvidend of just over 4% to 2 66 pence per share

Thus provides for a full year diidend of 4 5 pence per share

{2008 4 39 pence per share), an increase of 2 5%

Subject to the approval of shareholders at the Annual
General Meeting the final dividend will be paid on

18 May 2010 to those on the register as at 5 March 2010

An alternative of a scrip dividend will once again be available

Board

On 1 January 2010 Charles Gregson was appointed as an
mdependent non-executive Director and [ would like to take
this oppertunity to welcome Charles, whose appointment
will further strengthen the Board In addition, Jo Dawson
resigned from the Board as a non-executive Director with
effect from 5 February 2010 I would like to thank Jo for her
centribution during her tume on the Board

Partners and Employees

On behalf of the Board and shareholders, [ would Like to
thank the Partnership, our employees and the staff in our
admimstration centres for their outstanding contribution to
our results last year

The quality of our people at every level of cur communuty
15 exceptional as demonstrated by their continued
commtment, dedication and enthusiasm

Mike Wilson
23 February 2010
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Key Performance Indicators

GROWTH IN NEW BUSINVESS
APE (£ MILLION)

INCREASE OF

+5%

New business i1s measured on the Annual Prermium Equivalent (‘APE")
basis, being new regular premums plus one-tenth of single premiums
and unit trust sales Our longer term grow th target for new business 1s
15 to 20% Onver the period since inception new business has grownat a
compound grow th rate of 17% per annum In 2009, the growth in new
business was +5%

NEW BUSINESS PER PARTNER
AFL (£'000)

DECREASE OF

-3%

New business per Partner 1s measured as APE produced by the

St James’s Place Partnership divided by the average number of Partners
for the year It1sa measure of the productity of the Partnership and has
significantly contributed to the grow th in new business over recent years
In 2009, the new business per Partner was 4314 1k (2008 £323 2k)

NEW BUSINESS CONTRIBUTION OY AN EEV BASIS
£ MILLION

INCREASEQF

+26%

New business contribution represents the gross margin emerging from
new business sales less the direct expenses and as such 1s a measure of the
profitability of new business sales kn 2009, the growth 1n new business
contribution was 26%

CEV OPERATING PROFIT BEFORE TAX
£ MILLION

INCREASE OF

+12%

The European Embedded Value (‘EEV") reporting bas:s, 1n our opmion,
provides the most meaningful measure of the Group's operating
performance We aim to achieve sustainable growth in EEV operating
profit and for 2009 achieved growth of 12%
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DIVIDENDS FUND UNDER MANAGEMENT
PENCE PER SHARE L BILLION
INCREASE OF [NCREASE OF

+2.5% +31%

Tt 1s our 1ntention to increase the total dividend on a basis judged prudent  Funds under management (*FUM') have grown since inception at a
taking account of the cash profits generated from the business Taking compound grow th rate of 28% per annum The associated annual
+ nto account the impact of the economic downturn in the latter part of management charges contribute to our ongoing EEV and cash profits

! 2008 and the first half of 2009, together with the strong second half of Durtng 2009, FUM rose to over £20 ballion for the first time following
2009 that we expenenced, we have increased the total disidend for 2009 growth of 31% over twelve months
by 2 5% over the 2008 level

MOTADY ssoutsng

* 6 35pspecial dividend alan distrihuted

NUMBER OF PARTNERS MANUFACTURED PROPORTION OF NEW BUSINESS
L

INCREASE OF INCREASE OF

+9% +6%

The growth in the number of advisers in the St James's Place Partnership  An important part of driving forward our profitability 1s the proportion

continues to contribute to the growth mn new business year on year of the new business sales that 1s our own or ‘manufactured’ Our target
It 15 key not only to recruit good quality advisers but also to retain those 15 for our own manufactured portion of new business product sales 1o be
already withus During 2009 the number of Partners increased by at least 80% of the total new busmness sales During 2009, the proportion
9% to 1,464 of manufactured business was 91%, representing growth of 6% over the

pricr year
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Chief Executive’s Statement

At the end of my 2008 statement I said 2009 will be
another challenging year’ and ‘we will continue to
demonstrate just how resilient this business is’.

2009 was most certainly a challenging year. It 1s a
tribute to the quality of our fund performance and the
relationships our Partners have with their chents that we
continued to attract new business and record levels of
new funds under management. We grew the Partnership
at the fastest rate for ten years, whlst at the same

time reducing our establishment expenses and thereby
increasing profits

DAVID BELLAMY
CHIEFEXECUTIVE
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+ 9 %%
SIZE OF
PARTNERSHIP

9%
FUND

RETENTION
RATE

£2 . 3BN

NET INFLOW
OF FUNDS

Gnen the market conditions, I believe 2009 will come to be
viewed as one of our most robust performances

New Business

After a difficult first six months, where we reported an
8% fall in new business on an Annual Premium Equivalent
('APE’) bass, we returned to growth 1n the second half

of the year with an increase of 20% Asa result, new
business for the year was up 5% and at a record level —a
significant achievement given the economic backdrop The
fourth quarter in 1solation saw new busmess up 38% on the
corresponding period 1n 2008

Total new funds invested, including pension business, grew
by 11% to £3 46 bitlion and, as in the Jast two years, we
retained over 95% of existing clients’ funds during the year
We beliey e these are sector leading retention numbers The
combination of these two factors resulted in a net inflow of
funds under management of £2 3 billion, some £600 miilion
hagher than in 2008

The St James’s Place Partnershup

The size of the Partnership grew by 9% 1 2009 This
represents the fourth year of strong grow th and 1s the
highest annual growthn the Partnership for ten years,
bringing the total to 1,464 at the end of the year

As well as recruiting quality businesses to the 5t James’s Place
Partnership, of equal importance 1s the retention of existing
Partners and we have once again retained over 90% of those
Partners who were with us at the start of the year

Whlst preductiity per Partner for the whole year dipped

a little compared to the previous year, we saw strong
productivity gains in the final quarter giving us confidence
that we can expect further tmprovements as markets recover

Our academy imtiative progresses well with 20 individuals
graduating to join the Partnership during the current year
While we will continue to develop this imitiative and expect
a further intake during 2010, we 1ntend to utilise some

of the existing training resource to meet the professional
quallﬁcatlon reqmr:ments Or‘he Retall Dlslrlbutlon
Review (‘RDR")

‘We continue to see a very active marketplace for good
advisers and expect St James's Flace to continue to attract
the lughest quality advisers who are seeking a strong and

stable home

Investment Management

The world's stock markets initially started 200% on a
positive footing, but soon went into decline as global
economic worntes and concerns about the banking sector
resurfaced Censequently, the FTSE 100 fell 20% by
March Since that Jow point, markets recovered somewhat
with the FTSE 100 ending the year up 22% With that as
the backdrop, we were delighted to see our funds under
management increase by 31% to £21 4 billion by the end of
the year, their highest ever level

The growth m funds under management was fuelled by a
combination of new investments and the performance of
our funds, with the posttive grow th achiesed by the markets
during 2009 reflected n the return on our funds, enabling
them to recover some of the losses seen 1n 2008 Lookeng at
the long-term performance, 1n every rolling five year period
since 2002, over 70% of our clhients’ money has performed
above the average of ther respective peer group

We continued to evohe our fund range and during the
year we launched an Investment Grade Corporate Bond
fund managed by Paul Reed and Paul Causer of Imvesco
Petpetual and in September we announced some changes
to our existing range John Wood of JO Hambro Capital
Management, and Peg McGetrick of Liberty Square Asset
Management were appointed as managers of our UK and
General Progressive Unit Trust, whilst Stuart Mitchell of
SW Mitchell Capital and Kenneth Broekaert of Burgundy *
Asset Management were appointed as managers of our
Greater European Progressive Unit Trust

Towards the end of the year we appomted our own Chief
Investment Officer, Chns Ralph, and increased the
membership and experience of the Tnvestment Committee
with the appomtment of Vivian Bazalgette and Peter
Dunscombe [ would like to take this opporturity to
welcome all three of then to our commumty

Looking forward, and to complement our existing fund
range, in April we will be launching some new funds
including an Emerging Market fund and an International
Bond fund Further new imvestment funds are being
developed to be added to the range later i the year

Our Clients

AsThave sad 1n previous statements, we strive to build long-
term relationships with chients through the 8t James’s Place
Partnership We do this by providing them with ongoing
face-to-face advice, delivering above average imvestment
performance over the medum term and mamtaiung regular
contact with them

MIADY] SSOUTShY
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Chief Executive’s Statement

continued

LA™

FUNDS
UNDER
MANAGEMENT

£.6"

FUNDS
RAISED FOR
SIPFOUNDATION

Successfully maintaming these relationships and building
on them 1s crucial to the success of this business We
measure this tn two ways firstly by looking at our retention
rates, which as | mentioned eatlier, are amongst the best
within our peer group Secondly, from the feedback we
receive from clients and here again we're pleased with the
results from our regular surveys which show high fevels

of satisfaction

In addition to survey results, it1s always pleasing to recene
external recognition and we were delighted to be awarded
the “Wealth Manager of the Year’ for the second year
runming from the Financial Times/ Investors Chronicle

We also recened the award for ‘Best Wealth Manager
for Inherstance Tax and Succession Planning’ and
the ‘Best Wealth Manager for Investments® These are
awards voted for by clients

Alengside these, the highly respected Management Today
1ssued their annuat league table of ‘Britaim’s Most
Admired Compames’ towards the end of the year and
St James's Place was ranked ‘51st Most admared
Company 1n Britain’ up from 67th in 2008

Foundatien and Community

Raising funds for our Foundation and supporting those who
are less fortunate remains animportant ethos within the

St James's Place culture

Despite the economuc chimate, 2009 was another
exceptional year for the Foundation with our community
raising, including the matching by the Company, 1n excess
of £2 6 million This brings the total raised over the last
18 yearsto £18 0 million

The funds raised have enabled the Foundation to continue to
support hundreds of grants to smaller charities and also to
commit to larger projects

In 2009 a new hydrotherapy pool for the Children's Trust
at Tadworth, which we committed to fund last year, was
campleted This will benefit children with severe brain
disorders for many years to come

Our most recent donation to Hope and Homes has been
to comimt nearly £} million to build the 5t James's Place
‘Ray of Hope' centre in the Ukraine The centre willbe a
focal point for children, gring them and young mothers
community support when they need 1t, whlst at the same
time show ing the local authorities an alternative to the
institutions so common 1n the old eastern block

On behalf of the trustees | would like to thank all meimbers
of the St James’s Place communmty and those suppliers who
have generously supported the Foundation during 2009

Retail Distribution Review

In our Interim Statement in 2009 w e reported that the
Financial Sersices Authority had published a consultation
paper on proposed regulatory changes, commonly referred
to as the Retail Distribution Review ('RDR")

Whulst the final detasls of the proposals, due to take effect
in 2013, will not be known until later thus year, we do

know that changes affecting the whole of the industry

are nevitable In anticipation of this, we have begun to
embrace some aspects of the proposals, particularly those
linked to the further detnonstration of the Partnership’s
professionalism, and the Partnership 15 now working
towards achieving the new qualification levels expected of
them We will keep shareholders abreast of our progress and
of any changes resulting from the RDR once we know more

Outlook

The current economuc climate remains uncertain, and the
recovery s fragile, but we begin 2010 with a little more
optimism and confidence than last year

Having said that, we can all expect to see further tax
changes (some of which have already been announced),
will also experience a General Election, and anticipate
some further changes to the regulatory regime as
mentioned abave

Clearly, we cannot predict the outcome of these changes,
but we do know from our results in 2009 that our business
has proved resilient and 1s in really good shape to capitalise
on better times, whenever they arrise Tn the meantime, the
significant increase in Partner numbers over the last four
years provides a solid foundation for the further grow th of
our business

David Bellamy
23 February 2010
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Financial Commentary

In a year of economic turbulence St James'’s Place has
demonstrated both resilience as markets fell and strength
as markets recovered,

Desplte the difficult economic environment and
turbulent world stock markets new business for the

year was up 5% whilst retention of existing clients’
nvestments improved further from an already very
strong position The combination of both the new
business and retention led to net inflows of funds under
management of £2.3 billion, which was 35% higher than
the prior year. Overall net inflows amounted to some
14% of opening funds.

ANDREW CROFT
FINANCE DIRECTOR
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Overview of Results

Establishment expenses were down 4% for the year, which
helped the Group achieve a record new business margin and
improved profitability across most of our financial measures

Solvency remained strong throughout the year benefiting
from our prudent investment policy The cash result for
the year at £23 5 million was similar to the £24 1 milhon
for 2008

The International Financial Reporting Standards (‘TFRS")
profit before shareholders tax for the year at £49 9 mllion
was lower than the prior year principally reflecung lower
wterest income, together with some one off impacts in the
comparative period

The European Embedded Value (‘EEV’) operating profit
at £228 9 million was up 12% in the year whilst the strong
recorery 1n the world stock markets resulted in a total
pre-tax result of £363 2 million compared with a loss for
the prior year of £115 % nulhon

In light of the performance of the business the final dividend
was increased by 4% to 2 66 pence per share

Presentation of the Financial Performance

of the Business

Our business 15 long term n nature with an initial
mvestment required to acquire new business and with
shareholder cash returns emerging over time Therefore
the performance of the business is presented on three bases,
IFRS, EEV and a cash result

The EEV result recognises the long term nature of the
emergence of shareholder cash returns by reflecting the net
present value of these future cash flows

The cash result is a measure of the underlying cash generated
by the business The result 1s a combination of the cash
arising from the business in-force at the start of the year

less the costs incurred to acqutre the business 1o the current
year In effect a proportion of the cash generated from the
in-force business 1s reimvested to acquire future cash returns
from the new business added during the year

The 21m of the IFRS result is 10 smooth the recognition of
profit from new business and spread the benefit over the hfe
of the contracts Therefore the result does not reflect the
full ampact of the new business in a particular year

The EEV result provides a measure of the future shareholder
value added from the new business in a particular year,
whlst the cash result provides a measure of the capital that
has been generated for shareholders in the year (a factor

in determining the dividend) We believe it1s these two
measures, and not the IFRS result, that best represent
shareholder value

Sections 1-3 provide a commentary on the performance
of the business on these bases whilst Section 4 covers other
matters of interest to shareholders

SECTION i INTERNATIONAL FINANCIAL
REPORTING STANDARDS (‘IFRS”)

IFRS Result
The IFRS result 15 shown on pages 62 to 96

As noted above the aim of the IFRS approach 15 to smooth
the emergence of profit from the business and spread the
benefit over the life of the contracts and therefore does

not reflect the impact of the higher new business during

the year Consequently IFRS 15 not the best measure of the
underlying cash generated by the business (see the cash
result presentation 1n Section 3) nor the true economic value
of the expected future cash flow s (see the EEV presentation
1n Section 2)

A further complication 1n the presentation of results for

Iife insurers 1s that IFRS requires the pre-tax profit of the
Itfe business be ‘grossed up’ for policyholder tax, with the
corresponding amount then being deducted within the tax
charge The table below shows the profit before shareholder
tax, which reflects the [FRS result after elimimating ths
pelicyholder tax ‘gross up’ Thus figure 15 the best measure
of shareholder return from the business in the year based on
the IFRS result

MOTADY] sSouIsSTIY]

Year kndod Year Ended

31 December 31 December

2009 2608

£ Mallion £ Mallion

Life bustness 536 832
Unat trust business 16 8 131
Other (20 5) (20 8)
Profit before shareholder tax 499 807
Policyholder tax (21 4) (121
Total pre tax profit/(loss) 285 (31 4)
Policyholder tax 21 4 1121
Sharcholder tax (10 1) (13 6)
Profit after tax 398 671

The profit before shareholder tax at £49 % mallion for the
current year was lower than the £80 7 million for 2008

The prior year comparative included a one-off £16 2 million

m the Lfe business and excluding this amount the like for
like comparative was £64 5 million, £14 6 million higher

than 2009

Thus £14 6 million variance 1s driven by the fall in interest

ncome of £17 O mollion partly offset by a £6 3 mullion

reduction in the cost of expensing share options
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Life Business
The current year hfe business pre-tax profit of £53 6 million
was lower than the prior year £83 2 millon

The 2008 IFRS result included a one off £16 2 mllion of tax
related benefit which included £7 O million for the impact of
establishing an internal reassurance company Excluding this
one-off the prior year comparative profit was £67 0 million

Economic conditions also affected the IFRS result and

in particular the low er interest rates impacted interest
income n the life businesses which was some £7 3 million
lower 1n the current year The balance of the difference
relates to a number of small negative items relating to
INSUrasnce reserves

Unit Trust Business
The pre tax operating profit for the unit trust business was
£16 & mullion compared with £18 1 mullion for the prior year

IFRS treatment of unit trust business requires both income
from wnal charges and some initial expenses be deferred
Since the amount of income deferred exceeds the expenses,
the increase 1n new business has resulted in an IFRS new
business strain compared to the prior year This has more
than offset a small increase 1n underly ing cash Mow

Other

Other business contributed a loss of £20 5 mullion (2008
loss of £20 6 million) Within this figure the cost of share
options for the year was lower at £8 6 million compared to
£14 9 million for 2008

This reduction in costs was offset by reduced investment
income 1n 2009 being some 49 2 million lower reflecting
the lower prevailing interest rates

Profit before Shareholder Tax

Due to the factors outhned above the total profit before
shareholder tax for the year was £49 9 million, down from
the £80 7 mullion last year

Policy holder Tax

The policyholder tax charge reflects the movement in the
tax posttion of the policyhelder funds, which in the current
year amounted to a credit of £21 4 mullion (2008 £1121
rullion credit)

This mosvement 1s predominantly driven by the change n
deferred tax on unrealised capital gamns on equity holdings in
the urut linked Iife funds The hability established is closely
correlated with movements 1n asset values within these funds

Taklng account of the pohcyholder pre-tax movement, the
pre tax result for the year was a profit of £28 5 million
compared with a loss for the prior year of £31 4 nullion

Analysis of Constituent Parts of the [FRS Post Tax Profit
The table below provides additional disclosure to assist in the understanding of the IFRS result The starting point for the

analysis 15 the cash result shown n Section 3

2009 2008

In-force New Business Total In force  New Bunineas Tatal

Note £ Million £ Million £ Million £ Millicn £ Multion i Malhon

Cash result 1 888 (65 3) 235 914 67 3) 241
DIR amortisation 2 64 4 44 68 8 576 44 620
DAC amortisation 3 {42 0) (44) (53 4) 41 4) (4 4) (45 8)
PVIF amortisation 4 (26) — (26) 24 - (24)
DIR on new business 2 - (86.3) (86 3) - {74 (77 4)
DAC on new business 3 - 1051 105 1 - 100 0 1000
Share options 5 (86) - (86) (149 - {14 9)
IFRS deferred tax impacts 6 “+2) - (42) 165 - 165
Other IFRS 7 25) - (z5) 50 - 50
IFRS profit {post tax) 863 (46 5) 398 1118 44 7) 671
Shareholder tax 8 101 136
Effective shareholder cax rate 20 2% 16 9%
IFRS operating profit 439 807
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The post tax [FRS profit ansing from the in forcebusinessin - Analysis of [FRS Asscts and Net Asscts per Sharc

the last year decreased from £111 8 million to £86 3 million  The table below provides a summarised breakdown of the
IERS position at the reporting dates

The loss associated with acquiring new business durmg

Year Ended Year Ended
the year was £46 § million (2008 loss of £44 7 million) 1 December 31 December
and should be viewed as an i estment for future profits 2009 ZIIIJDS

£ Mall £ Ml
These profits will arise as net annual management fees ren L
less the future amortisation of the associated deferred Purchased value of in force* 30 416
acquisttion cost {'DAC") and deferred income (‘DIR") 1n Deferred acquisttion costs* 4737 4177
subsequent years Deferred income* (3273) (305 4)
Other IFRS net assets 91 9241

Notes Solvency assets 2633 260 0
1 See explanation in Section 3
2 DIR IFRS requires any initial profit which aris=s on new business (cither Total IFRS net assets 5398 5080

through an inihial charge or surrender penalty) 1o be deferred at the outset *  Netof deferred tax

and then amortised over the hife of the assoctated product or the surrender

penalty period This required treatment glves rise to two adjustments to Year Ended Year Ended

arrive at the IFRS result 3 Dcrtmz‘l;;; 3L Dcr:rzn:un-s
(3) The amortisation of the apening deferred incame  which for the curreat year Pence Pence

wat £64 4 million The release in a particular year will depend upon the value
of DR at the start of the year snd the remalning Lfe of the policies towhich  Net asset value per share 1120 1059
the DIR relates or the remaining surrender penalty pernod The expected
release for 20100 L7t 0 millon

The deferral of the initial profit associated with new business sales intheyear  SECTION 2 EUROPEAN EMBEDDED VALUE

[n 2069 the deferred profit reduced the IFRS result by £86 3 million The The new business of the group s |'3“g term 1mestments
deferral of profit in anv particular year will be dependent upon the level of

IS

and pension business where shareholder cash flow emerges
new business

3 DAC Speaficnew | ; p
in the year they arise and then amortised in future vears over the life of the of those future cash flows, calculated uang accepted
policies to which the costs relate. Tha tr of these acq

arerequired tobe deferred OVEF TIME The EEV result reflects the net present value

f actuarial techniques
gives rise to two adjustments to atrive at the IFRS result

(a) The amortisation of the opening DAC, which for the current year wasa
charge of £49 0 million. The chorge tn  particular year will dependupon the  As the EEV result reflects the long-term shareholder value
value of the DAC a1 the start of the year and the remaining Life of the policies we believe this ts the most meanmgﬁﬂ measure of the

o which the DAC relates The expected amortisauon charge for 2010 is Graup's operatmg performance “The EEV result 1s shown on
L55 2 million

The deferral of the specific acqusition costs Incurred in the current year pages 10510113
In 2009 this deferral increased IFRS profits by L105 | milion The
deferral of expenses inany particular year will be dependent upon the level
of the acy) costs which th ves will be determaned by the level of
new business

b

The table below summarises the profit of the combined life

and unit trust business
Year tEnded Year Ended

4 The IFRS balance shect inchades an assct representung purchased value of 31 December 31 December

in force This asset It amarused over the remalning Life of the policies 2009 2008
associated with this aser The amortisation charge far 2010 1 expected to £ Million £ Million
be £2 B mullion

§  Sharcoptions this figure 15 the notional cort that i1 associated with the Life business 1751 1741
various share option schemes Unat trust business 743 508

6 IFRSdeferred tax under IFRS a deferred tax assct s establashed for expected  Other (205) (20 6)
furure tax impacts not recognised in the cash result [n 2008 this adjustment
reflected 2 number of positive one offs, including £7 millien of anticipated OPe“’-“‘S Pmﬁt 22893 204 3
benefit from the establishment of an Internal reassurance company 1n 2009 Investment return 1482 (320 6)
L4 millon of this benefit has been realised Increasing cash and decreasing Economic assumptien changes (l 3 9) 04
[FRS deferred tax

7  Gther IFRS this sdjustment offsets stralns emerging In the cash resalt These  Total pre-tax result 3632 (115 9)
strains move opposite to the stack marker and normalty the impact would Tax (98 1) 28 5

be imall However the significant stock market movements recently have
resulzed  more sigaificant adjustracnts in the Tast few yoars Post tax result 2651 (87 4)
8 The effective sharcholder tax rate this reflects the weightng of IFRS profit
berw een UK Life insurance business (with s marginal tax rate of 8%,
Internatonal basiness (taxed at 12 §%j and Pensions aod Unit Trust business 1 he group operaung profit at £228 9 miflion increased
(taxed at 26%) 12% over the corresponding figure for 2008, the increase
principally reflects a higher new business profit resuluing
from the record new business margin In addition our

retention of client money improved over the year from
the already very strong position, providing for a positive

CXPEI’lCnCC yariance

MOLADY] SSOUISTIY]
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Financial Commentary
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The recovery in the world stock markets resulted in a lugher
than agsumed mmestment return and therefore a positine
mmvestment variance partly reversing the significant negative
tnvestment variance 1n 2008 Total pre-tax proﬁt for the
year was £363 2 milhion which compares to a pre-tax loss in
2008 of £115 9 rmllion

Life Business

Operating profit increased from £174 1 rmllion to £175 1
ralhion A full analysis of the result 1s show n on page 110
and the principal movements are commented on below

The new business profit increased from £93 0 milhon

to £106 3 milhion reflecting an increase 1n the new business
margin due to the higher level of new business together with
lower expenses

The expected profit for the year, the so called unwind of
the discount rate, at £63 7 malhion was at a simlar level of
£63 4 mullion for the prior year

The assumed v estment imcome at £4 8 mullion for the
year was 1n line with the £4 9 mallion last year reflecting the
contmumg low interest rate environment

The experience variance during the year increased
operating profit by £2 6 rullion (2008 £13 7 mullion)

The prior year experience varance included a positive
one-off experience varance of £1t 2 million resulting from
the establishioent of an internal reassurance company to
reassure all future pensions business The amount reflected
the anticipated earlier utilisation of existing pension tax
losses Excluding this one-offitemn both the current year and
prior year experience variance was a small positve of

c£2 5 mullion

In my interim commentary [ indrcated thata Changc n
taxation of overseas dividends from 1 July 2009 could lead
to a wnite-off of an £8 6 milhion tax asset in the second half
of the year Tam p]eased to say that the final year end tax
position proved to be better than expected and the amount
we were required to write off was only £1 7 rmllion

There wasa small loss of £2 3 million (2008 loss of £0 9
million) from operating assumption changes which
have been made to the calculation of the embedded value

LUnit Trust Business
The operating profit increased to £74 3 mullion from £50 8
million and a full analysis of the unit trust result 1 shown on

page 110

Simular to the hife business, the operating profit 1s principally
higher due to the increase in the new business profit,
which at £49 1 mullion was higher than the £30 § million for
the prior year This significant increase 1n the new business

profit reflects the 30% higher new business
The expected profit or unw ind of the discount rate at
£14 6 million was lower than tast year’s £17 | million

There was a positn e experience variance of £9 0 million
in the current year prmclpal])' ref'[ectmg the stronger
retention than assumed 1n the embedded value calculation
The experience vanance for the prior year was a posttive

£3 2 mulhion

There was a small profit of £0 8 mullion (2008 Lnil) from
operating assumption changes w hich have been made to the
caleulation of the embedded value

Other
The loss from other operations has previously been
commented on 1n the [FRS section

Investment Return and Economic Assumption Changes
Variations from the assumed level of stock market grow th,
both positive and negative, impact the expected future
annual management charges (and therefore profits) the
business will earn The capitalised effect of any such
rariation on the future annual management fees (and profits)
1s show nin the analysis of the embedded value movement for
the year as an mmvestment vartance The stroa‘lg recovery
in the world stock markets in the second half of the year
resulted in a positine mvestment variance of £148 2 million
for the year, reflecting the 15 7% growthn the MSCI £
World Index over the same period 1n 2008 there wasa large
negatne investment variance of £320 6 milhon reflecting
the sigruficant fall in world stock markets and property
prices during that year {the MSCI £ World Index fell 17 9%
n 2008)

The economic assumptions used 1n the projection of
the cash flows have resulted 1n aloss of £13 9 million for
the year compared with a profit of £0 4 million for the prior
year The current year loss principally reflects an increase
in the rate of inflation 1mplied by 10 year index linked gilts
from 1 7% to 3 2% The increase m expected inflation
impacts the expected future costs of maintaining the
in-force business

Total pre-tax result for the year was a profit of £363 2
million compared with a loss of £115 2 million for the
P]'lo]' )ear

New Business Margin

The msurance sector has historically disclosed new business
1n terms of Annual Premium Equivalent ('APE") Most
commentaters would agree that APE no longer has much
correlation with the undertying profitability of the new
business and consequently the industry 15 meving to provide
additional disclosure on the present salue of new business
premmums {PYNEP")
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APE 15 calculated as the sum of regular premiums plus
onc-tenth single premums PVNBP 13 calculated as single
premiums plus the present value of expected premiums
from regular premium business, allow ing for lapses and
other EEV assumptions

Noted in the table below 15 the new business margin
calculated both as a percentage of APE and PVNBP

2009 2008
Life business
New business contribunion (£ Million) 106 3 930
APE (£ Million) 3516 3505
Margin (%) 302 265
PVNBP (£ Million) 2,764 1 25204
Margin (%) 38 37
Unit trust business
New business contribution (£ Milhon) 491 305
APE (£ Million) 892 68 5
Margin (%) 550 44 6
PYNBP (£ Million) 8922 6850
Margin (%) 558 45
Total business
New busmess contribution (€ Million)* 155 4 1236
APE (£ Million) 440 8 4190
Margm (%) 353 225
PVYNBP (£ Million) 36563 3,2053
Margin (%) 43 39

*  Newbusncss contribution is calculated as the grasa margin of £277 3 million
{2008 £250 2 mudlion) from new business sales less the direct expenses of
£121 9 mullien (2008 £126 7 million), as can be scen in the cxpentes table in
Section 4

The new business margin on an APE bags has increased
significantly over the year from 29 5% to 35 3%, arecord
high The improvement reflects the higher new business
volumes, the higher proportion of manufactured business,
good retention and strong control of establishment expenses

The PYNBP new business margin has increased from 3 9%
to 4 3% and reflects the higher new business volumes and
the lower expenses The PYNBP calculation only includes
our manufactured business, as we do not apply these
principles to the non-manufactured business

Analysis of the Embedded Valuc and

Net Assets per Share

The table below provides a summarised breakdown of the
post tax embedded value position at the reporting dates

Year Ended Year Ended
31 December 31 December
200% 2008
£ Million L Millon

Value of m-force
- Lafe 886 6 7022
— Unut trust 2215 1521
Solvency assets 2633 2600
Total embedded value 1,371 4 1,114 3

Year knded Year Ended
11 December 31 December

2009 2008
Pence Pence
Net asset value per share 284 5 2324

SECTION 3 CASH RESULT AND CAPITAL
Noted below are a number of 1ssues regarding cash result
and the capital position

Cash Result

The cash result of the business 1n the year s a measure of the
underlying sharehclder cash generated by the business and 15
a factor in determinmg the dividend

The cash result is the combination of the cash profit arising
from the business in force at the start of the year less the
Costs mcurred to acqulre the huSlneSS mn the current )’ear
In effect the Group 1s re-investing a proportion of the cash
generated from the in-force business to acquire future cash
generation from the new business added during the year
In other words cash returns are deferred in order to build
a growng stream of future income and therefore future
dividends for shareholders

In 2009 the cash generated from the in-force business at
£88 8 million was at a ssmilar level to the £91 4 million

m the prior year While the cost of acquiring the new
businessat £65 3 million was £2 0 million lower than

in 2008 The EEV post tax new business profit anising
from the new business added during the year was

£115 0 million and represents the net present value of the
expected future shareholder cash flows after deducting this
cost of imestment

MINADY ssoursng]
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The cash result for the year was £23 5 million (2008 £24 1 million) and the tables and commentary below provides an
indicative analysis of the sources of this cash result

Arising from
Al Business  Arising from
In-forceat New Business
1 January m Year Total
2009 Note £ Mullion £ Million £ Mallion
Net annual management fee 1 1199 132 1331
Unwind of surrender penalties 2 (408) “4 (45 2)
Margn arising from new business 3 - (120) (120}
Establishment expenses 4 {69) (621) {69 0}
Shareholder interest (regulated companies) 5 30 - 30
Sharehalder interest (non regulated compantes) 5 17 - 17
Mascellaneous [ 19 - 119
Post tax cash flow 888 {65 3) 235
Arlsitg from
Buimes  Arisng from
In forceat MNew Business
1 January in Year Total
2008 Note L Milton £ Milhon £Million
Net annual management fee 1 1112 110 122 2
Unwind of surrender penalties 2 411 3y (44 4y
Margin arising from new business 3 - (0o (10 0y
Establishment expenses 4 an (65 0) (72 2)
Shareholder interest (regulated companies) 5 101 - 101
Shareholder interest (non-regulated companies) 5 69 - 69
Miscellaneous 6 1ns - 15
Post tax cash flow 914 67 3) 241

Notes

The cash resultas unaudited and dilfecs from the [FRS result as it removes the non cash fters such as the DAC DIR and the cost of expennng share oprions

1 The net annual management fee is che income on the funds under management that the Group retaina after payment of the assaciated costs Broadly speaking the
Group retaina around 1% pre tax of funds under management and therefore the net annoal management fee will increase or decrease in line with funds under
management Over the course of 2009 funds under management have benefited Erom the new money invested by clients and the strong recavery in the level of the
world stock markets
The mcome for the year at £133 1 million was up 9% over the prior vear

7 Unwind of surrender peraley relates to the reserving methodology applied to the surrender penalues within the chargeng structure of the single premium life and
pension plans At the outset of these plans we establish a lability net of the outstanding surrender penalty which would apply If the policy were to be encashed
Asthe surrender pemalty reduces to zero, to the kability to the policyholder Is enhanced by increasing ther funds by 124 per annum over the firssix years of the
product life to correspand 1o this unwind of the surrender penahy In other words there i3.a cash transfer from the shareholder to the policyholder
This cash cutflow has increased from £44 4 million to £45 2 mullion due to net Infiows and the increase in the leve) of the rtock markens

3 The marglnansing from new business reflects the net cash impact of the new busineas contribution feas the anccaated directly attributable expenses The negatne
cash flow increased 10 the vear to £12 0 mullion (2008 £10 O million) as a resul of higher pension business in the year

4 Establishment cxpenscs sre the post tax cxpenses of running the Group s infraztructure During 2009 these expenses were 4% lower than the prior year at
£69 0milhien (2008 £72 2 million)

5 Shareholder ineerest s the income accruing on the imestments and cash held by the Group and is shown separatelv for both the regulated and non regulated
companies Given the Jow e prevatling Interest rates in the year the combined level of income has fallen from £17 @ million to L4 7 million

6 Muscellaneous represents the cath result of the business not covered in any of the ather categories It willinclude miscellaneous product charges, reserving changes
expenence sariances and the income (excluding Interest) and expenses included within the other oprrations of the business
The miscellancous cash result for the current vear at L1 9 mulbon was at 2 smilar level to the prior year As noted last year 2008 bemefited from a number of
one offs including a £7 4 million positive tax impact 2009 haa also benefited from cne offs, Including a positive £2 § multhion reduction 1 insurance reserves due

y that we established during 2008 Ordinanly shareholders

to stock market Increases and a pasiive &4 0 million emerging fram an internal p

should expect a imall positive miscellaneous cash result
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Capital Position

The capital position of the Group, assessing solvency assets
and required capital on an entity basis, together witha
categorisation of the net assets, 1s shown in the table below

It will be noted that the regulated entities are well
capitabised over their solvency requirement and that the
assets are prudently managed — being predominantly in

cash, AAA money market funds and UK government backed
securities

Companison with previous valuations would show that the
solvency position has remained stable despite the recent
market uncertainty, reflecting the low risk appetate for
Market, Credit and Liquidity risks 1n relation to solvency

Other
Lifc Regulated Other Total
£ Million £ Malbon £ Million £ Million
Solvency posttion
Sohency net assets 124 7 198 118 8 2633
Solvency requirement 42 5 133
Salvency ratio 293% 149%
Analysis of solvency net assets
UK government gilts 502 — - 5012
Other government backed debt £ - - 31
AAA rated money market funds 1100 213 318 1631
Bank balances 243 282 148 673
Fixed assets - — 104 10 4
Actuarial reserves (20 5) - - {20 5)
Other assets/habilities (42 4) (297 618 (10 3)
Solvency net assets 1247 198 113 8 2633
Reconciliation to IFRS net assets
Sclvency net assets 124 7 198 118 8 26313
— Purchased VIF 390 — - 390
— DAC and DIR 157 1 (10 8) - 146 3
— Other 912 - — 912
Total IFRS net assets 4120 90 118 8 5398
Solvency Il Share Options Maturity

The European Commussion s continuing to develop the
detarl of the new Sclvency Il regime, due to be implemented
12012 This will result in significant changes to accounting
for msurance business with the underlying aim of better
reflecting the inherent nisk Because of the low risk, unit
linked nature of our insurance business, we believe that
Solvency I should have a positive impact on our business,
however, unti! the actual rules are finalised 1 13 not possible
to confirm We will conunue to momtor development of the
solvency standards and track the implications for the business

The Group has share options outstanding under the various
share option schemes at 31 December 2009, amounting

to 31 0 mullion (31 December 2008 32 9 million) As can
be seen from the table below 1f exercised they will provide
a source, up 1o £69 5 million, of future caputal for the
company It must be recognised that at present a number
of these options are ‘underwater’ and would not therefore
be exercised

MILADY] SSouTSnY
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Financial Commentary
contmued

The total number of options (including those in the S|P
Employee Trust), together with their earliest exercise date,
1s set out 1n the table below

Number of

Average Share Options Potenteal

Earhicst Date Exercise Price  Qutstanding Proceeds
of Exercise £ Mullien £ Million
Priorto 1 Jan 2010 228 285 64 9
Jan - Jun 2010 259 06 16
Jul —Dec 2010 262 02 04
Jan — Jun 2011 714 01 02
Jul —Dec 2011 — - -
Jan = Jun 2012 t 50 16 24
310 695

Of those options with an earlest date of exeraise prior
to 1 January 2010, 2 5 mallion options require further
performance conditions to be met before vesting
unconditionally

SECTION 4 OTHER MATTERS

As usual this final secuion of my commentary covers a
number of additional areas that will be of interest to
shareholders

Expcnscs
The table and commentary below provides details of the
Group's expense position

Year Endcd Year [nded
31 December 31 December
2009 2008
Category Note £ Mallion 1 Milhon
Paid from policy margins
Partner remuneration 1 1900 176 9
Investment expenses 1 754 596
Third party administration 1 00 278
295 4 264 3
Direct expenses
Other new business
related costs 2 419 4212
Establishment costs 3 913 976
Contribution from third
party product sales 4 (133) (13 1)
121 9 126 7
4173 o

Tam pleased to say that despite the very strong 9% grow th
m the Partnership, which increases the infrastructure costs,
we were able to reduce the establishment costs by over 4%
during 2009

We expect establishment expenses for 2010 to be at asumular
level to the current year which means these expenses will
remain well below the 2008 level despite the increase in the
size of the Partnership and higher new business since that year

In addition 1n 2010 we will incur expenditure of some
£4 0 mullion as a result of a significant change in our
mvestment proposition together with some £2 0 million
of costs assocrated with the advancing the Partnership
towards full Diploma status as commented upon in the
Chief Executive’s statement

Notes

1 These costs are met from corresponding policy margns and any sanation in
them from changes in the volumes of new business or the level of the stack
markets does not directly impact the profitability of the Company
The other new business related costs such as Partner Incentivisanion vary
with the lcvel of sales ~ determined on our internal measure As production
rises or [alls these costs will move In the correspanding direction

3 Fstablishment costa are the running costs of the Group s infrastructure and
are relauvely fixed in nature in the short term although subject to inflationary
inereases These costs will increase as the infrastructure expands to manage
the higher number of existing clients and the growth o the Partnership

4 Contribution from third party product sales reflects the net income received
from w ealth management sales of £4 Imillion (2008 £5 4 rillion) sales of
stakcholder products of L0 9 million (2008 &1 1 mulkon) and sales through
the Protection Panel of £8 1 milllon (2008 £6 & million}

Movement 1 Funds under Management
The table below shows the movement in the funds under
management of the Group during the year

As can be seen from the table we have not experienced any
signuficant outflow s and the implied surrender rate for the
current year has improved marginally over 2008

Year Ended Year Ended
31 December 31 December
2009 2008
£ Batlion 4 Billjony
Opening funds under management 163 182
New money 1nvested 35 30
Investment return 28 (36
226 176
Regular incorme
withdrawals/maturities (0 4) (0 4)
Surrenders part surrenders 08) 09
Closing funds under management 214 163
Imphed surrender rate as %
of average funds under management 4 0% 5 2%

“The regular income withdrawals represent those amounts,
selected by clients at the plan outset, which are paid out
by way of pertodic income  The withdrawals have been
assumed 1n the calculation of the embedded value new
business profit
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Simularly, maturrties are those sums paid out where the
plan has reached the selected matunity date (e g retirement
date) The expected matunties have been assumed in the
calculation of the embedded value new business profit

Surrenders and part surrenders are those amounts where
chents has e chosen to withdraw money from their plan
Surrenders are assumed to occur in the calculation of

the embedded value new business profit based on actual
experience, updated on an annual basis, by plan duration and
the age of the client The implied surrender rate shown n
the table above 1s very much a simple average and 1t should
not be assumed that small movements 1n this rate will result

in a change to the embedded value assumptions

Net Inflow of Funds under Management
The table below show s the net inflow of funds under
management and the inflow as a percentage of opening funds

under management
Year Ended Year Ended
3t December 31 December

2009 2008
£ Bilhion £ Billion
Net inflow of funds under
management 23 17
Inflow as % of opening funds
under management 14 1% 9 3%

The net inflow of funds for the year, at £2 3 hillton, was
35% higher than the prior year and amounted to sotne 14%
of opeming fund under management

After reading thus statement L hope shareholders will agree
with my opening remark that the business demonstrated
both restlience 1n the first half of the year whilst in the
second half of the year our business recovered strongly

Andrew Croft
23 February 2010

MDTADY] ssoutsng
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Risk and Risk Management

The mechamsms for identifying, assessing, managing and monitoring
risks are an integral part of our day to day management process
Understanding the risks we face and managing them appropriately
enables effective decision making, contributes to our competitive
advantage and helps us to achieve our business objectives

In the follow ing sections we outline the framew ork for the
management of risk in the Group We prov ide detail on
the main strategic risks facing the business and associated
management activity, followed by individual sections on

— Market Risk {on page 24)

- Credit Risk (on page 25)

— Liguidity and Currency Risk (on page 26)
— Insurance Risk (on page 26)

— Operational Risk (on page 27)

Thisinformation 1s an integral part of the audited firancial
statements

Risk Appetite Statement

The Board 15 ultimately responsible for setting the
framew ork within which risk 1s managed at St James's
Place (*SJP"y At the centre of this framework 13 our Ruisk
Appetite Statement

In our Risk Appetite Statement, the Board clearly sets

out our ‘risk boundaries’ — a specification of the types of
risks the Group 15 willing to take and to what extent The
Statement 15 regularl} reviewed and Llpdated by the Board to
ensure that it remains current and continues to take account
of the implications of any emerging or topical risk

Some examples of activiuies that our Risk Appetite
Statement currently explicitly inhibits are

- prov tdlng guarantees oninvestment returns or options
for unit linked funds,

— manufacturing any general nsurance or lending
products, or assuming insurance or credit risk arising
from them, other than Pl insurance manufacture
through the captine arrangement, and

— the sale of with profits business

Risk Policics

In support of our Risk Appetite Statement, we hme a
number of formal Risk Policies which clearly establish our
objectives, principles and high level management actinty
i relatton to the areas of risk that the Group faces When
recording risk we use these categories to help improve
understanding of our exposure

The Risk Commuttee and Group Risk Functuion
Overseeing our Risk Management Framew ork 15 the Risk
Commuttee The Risk Committee 15 made up of non-
executn e Board members responsible for ensuring that

a culture of effectine risk identification and management

15 fostered across the Group The Commuttee is also
responsible for reviewing and assessing corporate, emerging
and topical risks Further mformation setting out the
activities of the Risk Commuittee 15 set out on pages 47

and 48

The Risk Commuittee 1s supported by a central Group
Rusk function whose primary role 1s to ensure that an
appropriate Risk Management Framework 15 1n place,
that 1t 15 fit for purpose and 1s \\orkmg as intended

The Group Risk function 13 responsible for the ongoing
development and co-ordination of risk management
within §]P and, importantly, for the consolidation,
reporting and, where appropriate, escalation of risk
related management information

Annual Report and Accounts 2009
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Strate%lc Risks and Uncertainties

Certain rn

s and uncertatnties are mherent within both the Group's business model and the market in which we operate At the tume of preparing

this report, the key risks and uncertainties facing the business, and the high level controls and processes through which we aim to mitigate these

risks are

RISK DESCRIPTION

MANAGEMENT

Distribution capability  The Group’s distribution strength may be eroded
due to an inability to recrurt and retain Partners
of the appropriate quality

We employ a number of specialist managers specifically to manage the
recruitment and retention of high quality Partners Formal retention
strategies are in place to ensure that, wherever possible, we retain good
quahity, experienced Partners All recruitment and retention activity 1s
closely monitored

Investment Qur approach to investment management may
management approach  fail to deliver expected returns to chents of the

Group

We actively manage and monitor the performance of our mvestment
managers through the Investment Committee and a firm of professional
external advisers — Stamford Associates

Qutsourcing The Group’s dependence on outsourcing
may come under threat should any of its key
mnvestment management or administration
busmess partners dectde to exat the market,

significantly revise their strategy or fail

We maintain close working relationships with our outsourced business
partners and should have sufficient warning of any material changes that
may impact upon our business model All relationships are governed

by formal agreements with adequate notice peniods and full exit
management plans Strong alternative providers exist in the market
Business continuty arrangements have been considered and scenanio
analysm Cﬂrl’]Ed cut

Competttor activity A major and successful new entrant to the
adviser-based wealth management market has an

impact on the success of S]P’s business

‘We closely monitor competitor activity and the marketplace for signs
of any potential new entrants or threats As noted above, we also have
a proven track record 1n Partner acquisition and retention which we
believe would make 1t difficult for a new entrant to challenge S]P's
position Established SJP Partners have sigruficant equity stakes in their
practices and these are structured to aid retention

Culture Developments in the industry or in the scale of
S]P's business have an adverse effect on S]P's
culture and ultimately the continuing success of

the business

‘We have a range of strategic imtnatives 1n place including, for example,
regular staff surveys and censultation groups which enable us to
monitor the sentiment of our staff and Partners, 1dentify any adverse
or potential adverse impacts upon our culture, and allow us to take
appropriate action

Economic A major and prolonged economic dow nturn

environment and/or stock market crash leads to a
fallure to meet targets and to a sigmficant

underperformance of our business plan

We closely morutor the achievement of our business plan, the
performance of the markets and consumer confidence Robust
management nformation 1s used to facilitate this monrtoring and to
wentily early signals of a market decline so we can manage expenses
and strategy approprlately

MOITADY ssaursny
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Riusk and Risk Management

continued

Market Risk

Market risk 1s the impact a fall in equity or other asset values may have on the business The Group adopts a risk averse approach to market risk with
a stated policy of not actively pursuing or accepting market risk except where necessary to support other objectnes

The Group seeks to manage market risk by undertaking unut inked business whereby the client bears the market risk This strategy mitigates any
risk ta the Group associated w ith being unable to meet chients’ habilities However, a reduction in the market value of the unit hinked funds would
affect the annual management charges paid to the Group, since these charges are based on the market value of funds under management The
associated reduction 1 dividends could also result 1n the deferral of tax relief on UK life business expenses and indirectly could atso be associated
with a reduction in the volurne of new business sales The Group accepts the risk associated with the level of future profits

Management of Market Risks

The table below summarises the main market risks that the business 1s exposed to and the methods by which the Group seeks to mitigate

those risks
RISK DESCRIPTION MANAGEMENT
Shareholder funds The value of shareholder funds decreases, Frmnancial assets and Labilites held outside umtised funds primanly

thereby reducing the capital available to support
the business

consist of low volatility government, supranational fixed interest
securities, units in AA A rated money market funds, cashand
cash equnalents

Chent labilities As a result of a reductzon i equity values the

group may be unable to meet client habilities

There 13 no risk to the Group 1n this area as market risk 1s borne by
chients This has been achieved by the Group's strategic focus on unit
linked business

in adverse market conditions, when the Group 15
realising imvestment losses rather than gains, the
working of the I-E tax regime can lead to short-
term capital inefficiencies ncluding deferral of
cash benefit of tax relief on expenses

The tax position 1s monitored closely

Retention Adverse market conditions lead to chents

withdrawing their funds

Retention of funds 1s monitored closely Currently retention has
remained consistently high at 95%

New business Poor performance 1n the stock market leads
to existing and future clients rejecting

equity imestment

The benefit of long term equity investment 1s fundamental to the
business model Advice and marketing remain valid even when market
values fall, however greater attention 1s required to support and give
confidence to existing and luture clients, i such circumstances, and
this the Group does
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Credit Risk

Credit risk 1s the risk of loss due to a debtor’s non-payment of a loan or other line of credit. The Group has adopted a risk averse approach to such risk
and has a stated policy of nat actively pursuing or accepting credit risk except when necessary to support other objectives

The Group’s exposure to credit risk 1s mitigated by a number of policies including the $JP Group Credit Policy and 5]P Group Remnsurance Polhicy

Management of Credit Risks
The table below summarises the matn cred risks to which the business 1s exposed and the methods by which the Group seeks to mitigate them

RISK

DESCRIPTION

MANAGEMENT

Shareholder assets

Loss of assets

Invested 1n AAA rated unitised money market funds and deposits with
approved banks

Maximum counterparty limits are set for each company within the
Group and aggregate hmits are also set at a Group level

Investment matching
of non-linked
Liabilities

Failure of counterparty or counterparty unable
to meet lhabilittes

It 1s necessary for the credit ratings of potential reinsurers to meet

or exceed mmimum speaified levels Consideration 1salso given to
stze, nisk concentrations/exposures and ow nership n the selection of
reinsurers The Group also seeks to diversify its remsurance credit risk
through the use of a spread of reinsurers

Reinsurance

In adverse market conditions, when the Group 15
realising investment losses rather than gamns, the
working of the I-E tax regime can lead to short-
term capital inefficiencies including deferral of
cash benefit of tax relief on expenses

The tax position 1s montored closely

MDIADY] SSOUTSNE]

Partner loans

Inability of Partners to repay loans from
the business

Loans are managed 1in line with the Secured Lending Policy Ail loans
are exphaitly or implitly secured on the future renewals income
stream expected from a Partner’s portfolio, and loan size variesin
relation to the projected future income of a Partner Outstanding
balances are reviewed on a regular basis and support s provided to help
Partners manage their business appropriately Appropriate prosision 1S
made where impairment risk 1s high
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Risk and Risk Management

contnued

quuldlty Risk Currency Risk

The Group adopts a risk averse approach to liquidity risk, with a policy The Group 1s not subject to any sigmificant currency risk since all
of not actively pursuing liquidity risk except where necessary to support matenal financial assets and financial habilities are denominated
other objectines The Group 1s subject to minimal hquidity risk since 1t in Sterling

maintains a hugh level of hquid assets to meet its habilities rather than
relying on recourse to the market

Insurance Risk
The Group assumes insurance risk by 1ssuing insurance contracts under which the Group agrees to compensate the client (or other beneficiary) if a
specified future event {the insured event) occurs The Group insures mortality and morb:dity risks but has no longevity risk or annuity business

The Group has a medium appetite for insurance risk, only actvely pursuing where financially beneficial, or 1n support of strategic objecties We
seek to manage insurance risk through the use of reassurance, reviewable contract terms, regular pricing reviews and underw ritng controls

The terms and conditions of the insurance contracts offered by the Group and our reassurance programme determine the tevel of risk accepted by
the Group The general terms and conditions of the main insurance contracts and the main insurance risks are set out in the table below The Group
has no with-profit contracts

CATEGORY ESSENTIAL TERMS RISKS GENERATED CLIENT GUARANTEE

Unit linked reviewable  Deductions from units pay for benefits Expense No sigmificant guarantees

assurances Deductions are reviewnable at any time

Comentional reviewable Regular premums pay for benefits Mortality, morbichty, Premum level guaranteed between reviews
assurances Premium level 1s reviewable every fifth expense

policy anniversary

Conventional guaranteed Premium level fixed throughout hife Mortality, expense Premium and benefit level guaranteed
assurances

Management of Insurance Rasks

The table below summarises the main insurance nisks to which the insurance business 1s exposed and the methods by which the Group secks to
mitigate them

RISK DESCRIPTION MANAGEMENT !

Underwnting Failure to price appropriately for a risk, or the Experience 15 monitored regularly For most business the premmum or
impact of ant1 selection deduction rates can be re-set

Epidemic/disaster An unusually large number of clayms anising Protection 1s provided through reassurance

from a single incident or event

Expense Administration costs exceed expense allowance  Administration 1s outsourced and a tariff of costs 1s agreed The
contract 1s monitored regularly to rationalise costs meurred Internal
overhead expenses are monitored and closely managed

Persistenc Loss of product margins due to higher than Lapse rates are momtored and unexpected experience 1s investigated
Y P 4 g P P P g
anticipated lapses
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Operational Risk

Operatlonal risk 1s the risk arising from 1nadequatel) controlled internal
processes or systems, human error and from external events This
ncludes all risks that we are exposed to, other than the financial and
insurance nisks described above The Group has a medwum appetite for
operational risk, only actively pursuing where necessary to support
other objectives, and seeks to manage 1t through outsourcing and close
management of the Partnership Operational nisks that could affect

S]P include

— Regulation, mformation technology, financial crime, business
protection, human resources, outsourcing, purchasing,
communications and legal contracts and obligations

— Brand value

— Product development process

— Advice, sales management and distribution

— Financal processes including financial reporting and taxation

— External events and developments

RISK DESCRIPTION

Each dwision of the Group 1s responsible for identifying, managing and
reporting its operational risks as part of the quarterly risk reporting
process There 1s an Operational Risk Policy which expresses the

Group risk appetite and provides the business with gmdance on how to
manage this type of sk Each risk 1s assessed by considering ws potential
impact and the probability of its occurrence Impact assessments are
made agamst financial and non-financial metrics This1s consistent

with the assessment of all other type of risk as specified in the SJP Rusk
Management Framework document

Management of Operational Rasks

The table below summarises the main operational risks to which the
business 1s exposed and the methods by which the Group seeks to
mitigate them

MANAGEMENT

Advice Advice given by an individual Partner or
authorised by the Group 15 deemed unsuitable
leading to redress, costs and potential
reputation damage

Advice guidelines are agreed by technical specialists and reviewed by
Group management These guidelines are supported by tramnng and
accreditation arrangements that have been established, with close
compliance monitoring to ensure advice guidelines are followed
Appropriate incentives exist to promote Partner compliance, whilst
those failing to do so are subject to censure and other sanctions

Retai]l Distribution Changes ansing from the Retail Distribution

Review Review, particularly in relation to
professionalism, propesals to split the market
and implications for advised sales

Strategic plans in place to move Partnership tow ards achieving Diploma
status ahead of 2012 deadline and to manage the outcome of the adviser
charging review

Regulatory censure That the Group could face regulatory censure
should 1t fail to comply with regulation

We seek to mamntain open and mutually beneficial relationshups with
our regulators We have a range of compliance monitoring activities
designed to ensure we remain compliant with all appheable regulations

Regulatory Changes 1n the wider regulatory, legislative or
and legislatrne tax environment have an adverse impact on the

environment GTOUP’S business

Governance structure, management committees and actine
management of the FSA relationship provides intelligence and tools to
mutigate the impact of operating mn a haghly regulated sector

MITADY ssounsng
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Corporate Social Responsibility Report

St. James’s Place 1s commutted to growing the business in a way that
considers the economic, social and environmental impacts of what
we do We understand that responsible management is increasingly
mmportant to our stakeholders — shareholders, clients, Partners,
employees, suppliers and the communities in which we operate

Ths report provides information on how we manage
Corporate Social Responsibility (‘'CSR') at St James's Place
and identifies the key areas where we have made a positive
impact during the year, including

— The St James's Place Foundation (“the Foundation”)
— People

— Clents

— Commumty activities

— Environment

We are pleased that St James’s Place continues to be
included m the FTSE4GOOD Index which comprises
companies that meet globally recognised CSR eniteria

Further information can be found on our website at
www sjp co uk

CSR Governance

St Jameg's Place’s CSR programme 1s overseen by the HR/
Corporate and Social Responsibility Steering Group The
Steering Group met on a regular basis throughout the year to
review the Company’s HR and CSR programmes against its
objectives The Group is chaired by the Company Secretary
and comprises senior executives from across the business
During the year, the Steering Group considered a number
of CSR related matters including how to encourage more
employee volunteering in the local community, fundraising
activittes for the Foundation and how to reduce the Group's
environmental impact through changes to the company car
scheme The Group also considered actions emanating from
the staff survey, recruitment and recognition policies and
employee development

Environmental matters are also considered by the St James’s
Place Environmental Working Group The Group meton a
regular basis throughout the year to review the Company’s
environmental programme agamnst its objectives The Group
15 chaired by the Operations Director and, during the year,
focused on ways to reduce landfill waste, increase recychng
and increase the overall awareness of environmental matters
with staff

The Foundation

The St James’s Place Foundation 15 a thriving grant making
charlty that was set up1n 1992 because the Founders,
Durectors, Partners and employees of the Company had a
collective desire to give something back ta the community
1n which we live

The Foundation has made a sigmficant impact on helping

the causes we have supported as well as helping to mamtain
the Company’s core values and reinforce team work and
collaboration across our whole community 2009 wasa
record year for the Foundation, both in terms of funds raised
and the amount of funds donated to good causes Further
details are set out below

The Foundation's ability to support charities m their efforts
to make a lastmg and positive difference to the hives of
people most in need 1s thanks to the generosity and the
extensive fundrawsing efforts of Partners and employees
of 5t James’s Place In 2009 Partners and employees of
St James's Place raised £1 3 million which was then
matched by the Company pound for pound, gIving a total
of £2 6 million Through our grants programmes in 2009
we were able to donate 1n excess of £3 millon to good
causes assisting a mixture of large and small charities with
one-off grants as well as committing to multi-year grants
over a three year period both 1n the UK and overseas
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Following consultatien with Partners and employees the
Foundation reviewed 1its themes for grant-making activities
n 2009 and beyond Two main themes were approved,
Cherishing the Chuldren and The Hospice Movement

Chenishing the Children

The Foundation imvests 1n projects that are for the benefit of
children and young people up to the age of 25, whose lives
have been challenged by physical or mental health difficulties
or a hife-threatenung or degenerative illness The Foundation
will also consider applications for funding from charities
supporting children and young people who are margmallsed
or disadvantaged in some way and struggling to get on in life

Kids Company

The Foundation has donated £60,000 to Kids Company
(nww kidsco org uk) to fund a volunteer coordinator
assisting disadvantaged and margimahised young people
through their indnv idual support and mentoring
programmes Each year Kids Company proy wdes practical,
emotional and educational support to 1,200 inner-city
London children and young people

The Haspice Movement

The Foundation helps people of all ages through its support
of projects put forward by hospices and makes grants of up
to £10,000 for stems such as equipment or a contnbution
towards the cost of specialist nursing care or therapies
Hospices offer care, support and medical help to people of
all ages, often playng a vital role in supporting people at the
end of their Lives, as well as supporting their families so they
are able to cope with the emotional and practical challenges
The Foundation assists hospices to improve the quality of
care they offer people

$: Ruchard s Hospice

The Foundation made a grant of £10,000 to St Richard’s
Hospice in Worcester to fund the salary of a Chinical Nurse
Specialist The nurses spend tme with the patients, listening
to their concerns, helping them to make choices, identifying
other support services and linking with the other healthcare
professionals working with them The doctors work with
the nurses to advise on pain and symptom management The

Clinucal Nurse Specialist also provides a 24-hour on-call
telephone service for advice and help and 1s also backed up
by the Hospice at Home team

Ohverseas

Hope and Homes for Chaldten

In 2009 we comnutted £850,000 to assist Hope and Homes
for Children (' HHC") in transforming the lives of 600
young disadvantaged and orphaned children in Ukraine We
enabled HHC to begin the closure of an cutdated orphanage
n Makiriv near the capital Kiev and they will soon begin to
build a social services centre and small family home Our
recent gift means the Foundation has donated almost

£4 milkion over the last ten years to assist HHC in support
of orphans across Eastern Europe and Africa

ux

The Children’s Trust

The Children’s Trust opened its new Hydrotherapy Centre
for disabled children in Tadworth, Surrey The Children’s
Trust provides care, education, therapy and rehabilitation to
chuldren with multiple disabilities and complex health needs
and recerved a donation of £1 2 million to fund the project
from the Foundation

It 15 the single largest gift made by the Foundation i 1ts 18
year hustory and has been made possible by the fundraising
efforts of Partners and staff 1n the last two years

‘The new Hydrotherapy Centre replaces an old pool bult

in the 1930s, which was increasingly hard to maintain and
15 an ntegral part of The Children’s Trust’s newly-built
residential rehabilitation centre for children with acquired
bramninjuries It will be used by children who come from atl
parts of the UK to benefit from the Trust’s services

Pictured (left to right) at the official operung ceremony

of the new Hydrotherapy Centre are Andrew Ross, chuef
executive of The Children’s Trust, Mike Wilson, Chairman
of St James's Place, Malcolm Cooper-Smith, charrman of
the Foundation, David Bellamy, CEO of St James's Place
and the president of The Chuldren’s Trust, Sir Brian Hill
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WellChild

The Foundation agreed 1o fund a WellChild Nurse

(www wellchild org uk) working out of Cardiff Hospital
1o care for children with hife-hmiung and hfe threatening
conditions and illnesses, and those whose lnes are
challenged by disability The tatal donation from the
Foundation 15 £75,000 over two years

Natronal Star College

In December 2009 the Foundation agreed to donate
£656,000 to fund a student residence being built at National
Star College based in Ullenwood, Gloucestershire ‘The
National Star College (‘NatStar’} educates disabled young
people betw een the ages of 16 and 25, many of whom have
severe disabilities and complex health needs Over 40
years, NatStar has enriched thousands of young people’s
hives through holistic programmes of education, therapy,
independence training, personal care and pastoral support
$tudents from all over the UK attend the college and 1t
also pron wes some day places for local students Our grant
will enable them to build a new specialist hall of residence
tailored to the students’ needs

Supporting Chariuies Through One Off Grants

As well as the larger donations we make, we also help
hundreds of organisations by donating small one-off grants
of up to £1,000 to assist thetr efforts both in the UK and
abroad These causes are mostly introduced by members of
the §]P community and encompass a broad range of different
types of charities In 2005 a total of £180,000 was donated
to small charities 1n this way

Natronal Autistc Socrety (Aberdeen Youth Club)

An example of the type of small grants we make to charities
introduced to the Foundation by our Partners and employces
1s the grant we made ta The National Autistic Society's youth
club i Aberdeen The Society provides asafe and nurturing
environment for autistic children, prowdmg fun activities,
such as art and drama, whilst encouraging the children’s social
skills Our grant will help to fund the establishment of more
youth clubs 1n Scotland for autistic chuldren

Fundraising

In 2009, Partners and employees of St James's Place raised a
total of £2 6 million including Company matching The total
amount rassed equates to each member of cur community
donating £1,270 o the Foundation in 2009 The amount
raised tn 2009 15 an improvement on the £2 45 mullion raised
1n 2008 and takes our total fundraising since the formation of
the Foundation 1n 1992 to a total of £17 7 milhon

The total funds raised and engagement 1n the Foundation
by the whole SjP community illustrates how central the
Foundation 1s to the objectives of the Company and how
important 1t 1s to the Partners, employees, Directors and
Board of 5t James's Place

A key aspect of our fundraising 15 the funds we recene from
Partners and employees by way of monthly regular gifts,
erther a set amountor a percentage of earnings, w ithover
80% of our community contributing in this way, showing
just how commutted our community 15 to the Foundation
and the hundreds of charities we support This 1s illustrated
by the Aberdeen Office which has for a number of years
had 100% of their Partners and employees supporting the
Foundation 1n this way

Led by Senior Partner Steve McKnight (far left), the
Aberdeen Office not only have 100% of their Partners and
employees contributing to the Foundation, they also hold
regular events to rarse funds, including an annual family fun

day (shown above)

Dare to Dream Ball

The Dare to Dream Ball held in London 1n March 2009
raised an amazing £500,000 for the Foundation which
represents the largest amount raised for the Foundation
from a single event ints lustory The event was the vision
of two of our Partners, David Moran and Lesley Belcher
and David's wife Patricta, who had the drive and passion

to make 1t happen, dedicating much of their own time to
make it such a success The event was well supported by the
Partnership with oser 1,000 people enjoying fine cuisine
and superb entertainment, while at the same time showing
their generosity through ther imolvement in the various
fundraising mitiatives on the might The event wasalso well
supported by a number of St James’s Place’s key suppliers
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The major sponsors of the evening were Invesco Perpetual,
Jupiter Group, Stamford Associates, Prudential, Schroders,
THS Partners and IFDS

One of our most successful, and regular, annual fund raising
events is The 5t James’s Place Triathlon m support of Hope
and Homes for Children (www hopeandhomes org) which
raised £260,0001n 2009 The event 1s the 1dea of one of

St James's Place's [eadmg Partners Martin Rashd1 who,
along with a dedicated team, has now raised in excess of

£1 million over the last seven years

Another fund raising event saw an enthusiastic group of
Partners, employees, clients and famely ride from Walney to
Wear 1n the S|P Coast to Coast Cycle Challenge organised
by SJP employee Kate Roberts and Company Secretary
Hugh Gladman 53 cychsts raised in excess of £75,000 for
the Foundation

In September 2009, 131 Partners, employees, chients,
friends and family braved the harsh conditions of Dartmoor
National Park to take on the Ten Tors Challenge at the same
time raising £80,000 for the Foundation

Participants of the 2009 Ten Tors Challenge on Dartmoor

As well as the events erganised and supported by the

St James's Place community a number of individuals set
personal goals and took part in their own activities to raise
valuable funds for the Foundation Two examples of

thus include

Principal Partner Simon Fleet successfully completed the
2009 Jungle Marathon 1in Brazil and raised £20,000 for

the Foundation mcludmg Company Matchmg The evertt
consisted of Simen completing four back to back marathons
n dense Jungle

Senior Partner Tan Jamieson completed the Ironman USA 1n
Mount Placid raising £21,000 including Company matching,
for the Foundation and Hope and Homes for Children

Stron Fleet corpeting in the 2009 Jungle Marathon
in Brazil

Pcople

Our Approach

Atinduction, all employees and members of the St James's
Place Partnership receive a booklet entitled ‘Our Approach’
which gnes guidance on the culture and values of $t James's
Place We believe 1t ts important for all areas of our community
to know and understand our objectives the St James's Place
brand and how its integrity and value should be maintained,
our corporate culture and management style, how we

deal with internal and external communications, and our
commitment to the St James's Place Foundation

Sparit of Partnership

For Partners, the Spirit of Partnership, written by Partners
for Partners, sets out the principles which have made

the Partnership our competitive edge and a group of
professmnals that cther advisers aspire to join

We emphasise our values of integrity, trust, openness,
partnership and teamwork and the clarity we provide 1s
designed to guide indnidual and corporate actions, decisions
and standards across the Company

Our Employces

We take pride in being a people business and continue to
believe that our success as a business depends on the loyalty
and dedrcation of our people, whether Partners or employees
Our employees ginve usa sustainable competitive advantage
and the atttude, knowledge and commmtment of our peopte
continues to be a strong differentiator We aim to attract the
best pecple, enable them to fulfil their potential and secure
therr continued commitment by providing them withan
interesting and challenging career within a first class working
environment We share 1deas and are always receptive to
suggestions for change We give credit where credit 15 due and
work hard to recognise individual performance
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contmued

2009 saw the introduction of a new booklet which outlines
our leadership ethos, leading by example, comveying

belief, enthusiasm and passion for what we do Our
Leadershrp Team meets on a quarterly basis and has specific
responsibility for protecuing our unique culture, the team
focuses on management and msplratlonal leadershlp for
indu iduals, the Company and the community

Employce Communication

We remain committed to an open style of communication
withemployees We keep all of our community informed
frequently on matters that smight affect their day-to-day
work and communicate items of interest via a bi-monthly
employee newsletter Regular feedback 1s sought through
mformal lunches hosted by Directors, and managers are
expected to have regular team meetings and regular one-
10 ones with their team members Directors and senior
managers frequently visitall St James's Place office
locations to disseminate key corporate messages and

obtain valuable feedback

Employee Feedback

We continue to seek employee’s views and opinions through
our EmplO)ee Survey QOur 2008 sursvey received a response
rate of 82% and employee engagement was as high as 95%
11 some areas Survey results provide an overwhelming
message that 5t James's Place 1s a great place to work and
the advocacy of our staff 1s measured through our employee
engagemnent index The following table shows the response
to the questions linked to our overall employee engagement

| feel proud to work for §)P 93%
I'would recommend SJP as a good place to work 92%
Considering everything, 1 am satisfied

with §]P as a place to work S0%
Ifeel a strong sense of belonging to S]P 84%
intend to still be working for S]P in

twelve months time 88%
Fam happy to go the ‘extramie’ at work

when required 96%
Working here makes me want to do the best I can 9%

We plan to carry out a sirilar employee survey in 2010
Employee retention for 2009 was 95% whilst days lost
through sickness across the business stands at 4 66 days per
employee, per year, which 1s below the national average
Our workplace gender profile is fairly evenly split witha
total of 332 female and 294 male employees We are keen to
ensure that individuals are encouraged to deselop and given
opportunities to seek new challenges across the business and
as a result, job vacancies are advertised internally

Whlst cur employee turnover 1s very low, we carry out
farewell interview s for all our employees, to gain valuable
feedback on reasons for leaving and act where possible

People Des clopment

St James’s Place 1s a Corporate Member of the Institute
of Customer Service During 2009 the IC$ Awards
programme contimued to provide practical support to

the development of employees with growing numbers of
staff involved 1n the scheme We now have over 50 people
participating in the Awards programme and many of the
early participants now assist colleagues in coaching and
mentoring roles The Company retaned its Approved
Centre Status by the ICS which recognuses that our
programme 1s self-sufficient with our ow n traming events,
coaches and assessors

The Knowledge De\e]opmem Meetings implemented during
2008 for Cirencester employees were extended 1n 2009 and
were supported by a new range of events for Managers In
total we ran 60 of these events with over 800 attendees This
approach has proved to be successful in helping employees
deselop thewr understanding of our business These meetings
are extremely well recenved and the programme will
contunue to evolve throughout 2010

The induction programme for new Head Office employees
ensures that the untque brand and culture of St James's
Place s shared 1n sufficient depth with all new joiners with
an emphasis on 5t James's Place as a Wealth Management
company The mcluston 1 the programme of selected
members of staff from our third party providers and
suppliers 1s proving very successful in helping them build a
better understanding of the Company

Our Field Management Team has different specialist

areas, 50 we have created a development programme that

15 tatlored to each role This commences as soon as a new
Manager joins 5t James's Place and continues throughout
their career An example of this 1s a programme of six
courses for Business Development Managers that helps
them develop their skills to act as a consultant and help
Partners bl.llld lhell" pl‘dctlces Tl’us COVETS various '.OPICS
from recruiting staff to business planning During 2009 we
worked extensively with our Sentor Field Management team
to develop 2 more effective appraisal and review process

to ensure that everyone has clear personal development
objectives We have also commenced work to help our
Field Managers assist and support Partners in acquiring

the professional qualifications required by the Retail
Distribution Review
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Performance, Reward and Remuneration

The performance and development of our people

15 encouraged and supported through a formalised
Performance Development Review progess Qur reward
package 15 competitne with a comprehensive range of
benefits provided to all employees including Pension, Life
and Criucal Illness cover and Private Medical cover Our
employee survey found that 99% of employees undersicod
what 13 included 1n their benefits package

We provide all employees with the opportunity to benefit
from annual bonuses linked to 5t James's Place corporate or
team performance and recognise the benefit of all employees
beng given the opportumty to participate 1n ow nership

of St James's Place shares All employees are eligible 1o
participate 1n the Sharesave plan and acquire shares in the
Company after a three-year savings period and currently
65% of employees participate in the scheme

All employees are provided with an opportunity to sacrifice
earned bonuses to their pension arrangement, with any
amount sacnificed enhanced by 10% by the Company to
encourage retirement planning A pension salary sacrifice
arrangement was ntroduced during 2009 1o complement
the existing bonus sacrifice arrangement enabling staff to
gne up a poruon of their annual salary, such amount again
enhanced by 10% with over 20% of our employees electing
to participate

in 2010, the Company will launch a Share Incentine Plan
('SIP") and provide all employees with further opportunity
to purchase shares in the Company Under the SIP,
employees bl ]].l bE gl\ €n thC Oppcrlumt}r to acqulre UP

to £1,500 worth of shares from their pre tax salary The
Company will then match every tenth share acquired

with one further share at the end of the period These
arrangements maximise the opportunities available from
HMRC approved or exernpt arrangements from a tax
planning and long-term saving perspective

Diversity and Equal Opportunities

St James's Place has a well-established awareness of its
statutory and social responsibilities with regard to the
recruitment and employ ment of staff The Company 15
Comrnltted to malntalnmg an appropr}a‘lel)’ Skl”ed and
diverse work force 1rrespective of age, colour, race,
nanonahly, ethmctly, sex, mental or physn‘.‘al handlcaps
We seck to employ the best person for each job and aim
1o ensure everyone can enjoy equal opportunities in an
environment that 1s free from discrimination of any sort

In respect of employees with disabilities, we will always
consider possible modificatzons to the working environment
to ensure that anyone with disabilities has the chance 1o take
LIP Opportumtles Or receive Promotlon

We ensure that every effort 1s made to achieve continuity
of employ ment in the event of an employee becoming
disabled Simularly best practice principles ensure that our
responsibilities are met as an equal opportunity employer

Our Clicnts

St James's Place has alway s recognised that the interests of
our clients are paramount and central to our culture We
strive to build and masntain long-term relationships with
clients through the 8t James's Place Partnership These
relationships are founded on the principle that every client
has different goals and asprrations, requiring an indiv1dual,
personal and bespoke advice service froma St James's
Place Partner By applying this principle, our Partners have

MDTADY SsouIsny

developed exceptionally strong and lasting relationships with
their clients which are founded on trust We aim to delner
consistent all round performance to chients by

— Providing trusted advice through experenced and
suitably trained adwvisers

— Providing solutions to meet identified client needs

— Ensuring that our literature 1s ¢lear and easily
understood

~ Dong our very best 1o ensure that our clients’
imestments are managed effectnvely and meet or exceed
expectations

— Exhibiting empathy and consideration when dealing
with our clients and working within the ‘spint’ of cur
relationship with them we listen to their needs

‘We support and encourage Partner/client relauonshlps by
ensuring that the range of wealth management products
and services on offer 1s comprehensive and meets both the
current and future needs of clients We wish to ensure
that our clients’ perception of St James's Place 1s positine
n esery sense and that their experience of dealing with
the organusation 15 consistent with the image we portray
We also guarantee the advice given by Partners when they
recommend any of the products and services provided by
companies in the St James's Place Group

In setthng hife and health claims, we take a positive view
and do not hide behind the ‘smali print” Whereser possible,
we wiil pay claims in line with the spirnt of the contract

We also place great emphasis on communicating the
characteristcs of our products and services with clarity

and transparency
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Investing Client Money

As well as providing advice on a range of products and
services, a substantial part of our business 1s the management
of our clients’ money At the heart of this process s the
[nvestment Commuttee, chared by Sir Mark Weinberg and
asststed by independent investment consultants Stamford
Associates Stamford are responsible for monitonng

the managers and for making recommendations to the
Investment Committee We select the best Fund Managers,
closely monitoring their activitres and introducing new
managers where appropriate Ths approach has consistently
delivered aboye average investment returns over the medium
to long term for our clents

There have been a number of iImtiatives developed 1n

recent years to enhance the client experience such as the
introduction of our 'ﬁagshlp' chient report — the “Wealth
Account’ This brings together all of a client’s products and
services arranged via the St James's Place Partnership into a
consolidated annual summary with valuation and asset

class information

Client Feedback

We recognise that clients’ needs change over ime and we
try to anticipate and understand this process and respond
posnnely naway that maintains the Partner/client
relationship for the long term

Client consultation 1s undertaken on a regular basis via
chent surveys and focused research on specific areas of our
offering We conducted annual satisfaction surveys in 2007
and 2008 and the feedback was very positive whichgme usa

clear understanding of what chents want and expect

In 2009, 463 clients responded to an invitation to take
part in Partner-led online satisfaction surveysand the
feedback was again very positive, with 99% of those chents
responding saying that they would be willing to refer their
Partner to farmily, friends or colleagues

Future research s planned for 2010 The results will enable
us to measure progress and ensure we remarn aligned to
chents’ expectattons

During 2009, St James’s Place won three prestigious
awards as voted for by readers of the Investors Chromcle
and Financial Times Readers of these two publications
were asked to rate their wealth managers on a range of
criteria including performance, fees, range of investments,
trustworthiness and reliability

Wealth Manager of the Year (Second successive year)
Thus award wdentifies wealth managers who offer all round
outstanding service and performance to their clients

Best Wealth Manager for Investments
This award tdentifies wealth managers that readers believe

offer their clients outstanding investment services

Best Wealth Manager for Inheritance Tax (‘IHT") &
Succession Planning

Tius award wentifies wealth managers who offer outstanding
THT and succession planning advice

In addition, readers of The Daly Telegraph voted

St James's Place Wealth Management the winner of the
‘Best Performing Fund Award for 2009" in recogmition of
the consistent performance of our fund range

Community Activities

Our community activity 18 focused on the recognition of our
responsibility to help build strong and healthy communities
1n the areas 1n which we operate our business

Where possible we work with local charitable partners

and community organusations The combination of their
experuse and the talents and enthusiasm of our employees
makes our communtty imvohvement effective and rewardmg
for all concerned
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Highlights from our commurty actiities include

Employee Cur Employee Volunteering has taken a different direction n 2009 with employees being

Volunteering encouraged to share their business skills and expertence to help charities and Third Sector
organssattons Ths1s high on the agenda for 2010 and looking to Link skills based on volunteering
with our employees’ personal development For example, some of our employees are directly

mrohved 10 sharing their skills with each of the imtiatives detailed below

Cirencester We entered into a partnership arrangement with the Trustees of the beautiful Cirencester Parish

Church Church to help them to rarse Funds for the much-needed restoration programme Under the scheme,

St James's Place wilt match funds raised by the Church in local fundraising activities up to a it

of £50,000 per year We very much hope this will encourage the local community to support the

restoration programme

Cirencester Cirencester College has over 1,600 students between the ages of 16 and 19 and a further 7,000

College students attending a variety of adult learning courses Our main involverment with the College 1s

to provide support for the 16 to 19 year old ‘Academy Programmes’, of which there are eight, all

designed for students who aspire to work 1n a particular market sector In 2009 we supported seven
students with paid summer internships and we continue to provide extensive personal mentoring to
students from a business coach §t James's Place also sponsors a number of awards and continues to
have representation on the various Academy Boards We have also employed fise Academy students
as a direct result of our relatenship with the College, following their graduation

Young Young Glos 1s the leading voluntary youth organusation in Gloucestershire, delivering high-quality

Gloucestershure programmes and tramng for vulnerable young people 1n 2009, we helped Young Glos to set up

a drop-1n centre for young people in South Cerney, near Cirencester and helped with ther bid for

government funding to build a new centre for young people in Gloucester An example of employee

imolvement includes St James’s Place providing an employee who advises the Board of Trustees on

topics such as empley ment 1ssues or nisk management

Cruzens Advice The Cheltenham and Cirencester Citizens Ads ice Bureau (‘CAB’) provides a range of advice to
Bureau people lning in the Gloucestershire area In 2009, the CAB identified a grow ing need for a debt

counselling service as a result of the economic downturn St James's Place agreed to part fund

the salary of a debt counsellor for the Cirencester area to provide much needed support for the

community in the area

CCP Chnistmas CCP provide a range of crisis and preventatine services to improve the Ines of children, families

Hamper Scamper  and vulnerable adults across Gloucestershire The Hamper Scamper1sa Christmas giving schemne,

Appeal providing food hampers and gifts for disadvantaged people In 2009, cur employees donated 175

presents, food for hampers and other donations We also held a “mufti day” to raise funds for a local

charity providing a Christmas Day meal to the homeless or elderly in the Cirencester area

St James's Place also sponsors the Loughborough University
swirnming club The support helps the team 1n a number
of ways such as safeguarding the existing swimming
programme and allowing the squad to enhance its current
performance and receive additional coaching In 2009,
Loughborough’s swimmers experienced unprecedented
success in the pool at the FINA World Championshups in
Rome with 14 swimmers representing national teams and
returning with five medals from a GB total of seven The
team was also named BBC East Midlands team of the year
during 2009 St James's Place will continue to provide
sponsorship as the team turns its focus to London 2012

Environmental Performance

We continue to manage the Company 1n a responsible
way which takes into account our impact on the
environment During 2009 we contiued to make
improvements to our activities and worked towards
improving our environmental performance We recognise
that both the Company and our staff have a responsitality
towards managing the effects on climate change by taking
a responsible approach to business activities

‘We measure our environmental data from Cctober to
September, which allows sufficient time for the data
collation process to be completed and included on a
consistent basis, for inclusion in our Annual Report

AMD1AY] SSOUIShE]
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CO, Emissions

The table below summarises our CO, footprint for the years
2007/8 and 2008/9, produced for our core busimess and
adjusted to take into account the updated Defra comnersion
rates for all categories 'We have used the UK Grid rolling
average basis to caleulate electriony usage and recaloulated
the 2007/8 figures for comparison purposes

For consistency we have produced comparable figures
across the core business activities which produce
greenhouse gases These have been presented as tonnes of
CO, per category and measured on a full ime occupant
basis to give percentage changes between 2007/8 and
2008/9

200778 2007/8 CO, 2008/9 2008/9 CO, Absolute FTO

Tonaes CO, per FTO* Tonnes CO, per FTO* Change Change

Electricity 2,528 1867 2,492 1841 —1% —-1%
Gas 574 0424 505 0373 —12% —12%
Total energy 3,102 2291 2,997 2214 -3% 3%
Business travel 1,256 1954 1,136 1716 —-10% —-12%
General waste 234 0173 226 0167 —3% —3%
Total CO, changes 4,592 4418 4,359 4 097 —5% —T%
Tonnes Tannes Absolute FIO

Tonncs per FTO Tonnes per FTO Change Change

Recycled paper 162 0119 170 0125 5% 5%
Cubic Melters Cubic Meters  Cubic Meter F10

Cubic Mcters per FTG Cubic Meters per FTO Change Change

Water usage 7,818 5774 6,734 4973 —14% —14%

*  FTO = Full Time Qccupant

FTO figures for clectricity and gasinclude all occupants of St James s Place Offices

FTO figures for travel only relate to those with company cars and those who claim travel expenses which are staff related

We are pleased to have achieved reductions in CO, output
by 19 for clectricity and 12% for gas This can mainly be
attributed to more efficient management of the Building
Management System in our new Head Office building
during our second year of occupation Business travel

has also improsed with an overall improsement of 10%

1n absolute terms and 12% in FTO terms This has been
achieved through less business car mileage offset against an
mcrease 1n rail usage and a significant increase in the use of
audio and web conferencing

During the yeat, our general waste output reduced

and paper recycling increased by 5% following the
implementation of increased recyching facilities in all our
office locations We now recycle paper, plasuc bottles, cans,
toner cartridges and electrical equipment and are pleased
that in our core business areas there has been an overall
reduction 1n CO, output in absolute terms of 5%, while full
time equivalent employee CO, output has reduced by 7%
Our Marketing Department continues to search for
improvements to processes with a view to reducing the

need to produce paper based literature One example of an
improvement has been the intreduction of ‘on demand’ print
options rather than ‘print and distribute’ Print tnaterial is
still needed for chient facing documents and these are printed
using paper produced on Forestry Stewardship (‘FSC") or

Programme for the Endorsement of Forest Certification
(‘PEFC’y accredited stock We use 100% recycled branded
copy paper throughout the Company and work closely
with our paper and copier suppliers to ensure that we

can continue to use this paper w ithout inpacting on
equipment performance

During the year, we undertook a praject to introduce a
more fuel efficient car scheme which would help reduce
CO, ermissions Asa result, a number of higher generating
CO, car models were removed from the approved car

List available to employees Early evidence shows that the
changes have reduced our average CO, emussions from
176g/km to 159g/km Further analysts 1s scheduled towards
the end of 2010

In 2009, we further increased our corporate em lronmental
awareness by highliphting World Environment Day in which
a number of activities were held during the day to promote
environmental anareness We also held a separate SJP
Environment Da)-' to further hetghtcn AWareness amangst
staff and invited a speaker from a supplier company, who are
leaders in their mdustr) on emvironmental Improements,
to present to a number of staff and management about their
achiesements and the business benefits gained from their

environmental journey
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Engagement with Third Partics

In 2009, we once again took part in the carbon disclosure
project The project 1s a global imtiative to inform nvestors
of the risks and opportuniues presented by chimate change
from an individual company perspective which provides the
imvestment community with information on greenhouse gas
ermissions and climate change management strategies We
continue to rematn a member of Business in the Community
{'BITC’) and engage with them on a regular basis to discuss
our progress and plans for improvernents We have also
engaged with the Ethucal Investment Research Services Ltd
(‘EIRIS") for inclusion in the FTSE4GOOD Index

Environmental Projects

We contunuously look at ways to reduce our CO, emissions
and obtain a significant proportion of our electricity supply
from renewable sources 1a our energy supplier and include
this as part of our Carbon Footprint reporting We have
looked 1nto an added energy efficiency system for our new
Head Office, howeser we concluded that this will make no
matertal improvements to the existing system, which 1s both
relatsvely new and remains efficient

We recognise that 1n spite of making various changes to
systems and increasing aw areness amongst employees,
Partners and suppliers, we stall produce emmssions For

this reason we engage with the Carbon Neutral Company
('CNC") to manage our offsets Further details of the offset
projects into which we have invested through CNC are set
out below

Forestry Mynydd-Y-Garnedd, Wales

Right in the heart of Snowdonia, Mynydd-Y-Garnedd will
link tw o existing National nature reserves througha ‘new
native woodland’ My nydd-Y-Garnedd has been designed

to grow from a combination of natural regeneration and

new plantmg

Wind Sebenoba-Karakurt Wind Power Project

This praject sees the construction of 21 new wind turbines
attwo sites in Turkey By providing renewable energy,

the project reduces Turkey's reliance on fossil fuels for
electr1c1ty supply The project aims to generate emission
reductions of 127,000 tonnes CO, equnvalent 1n between
2007 and 2009, cerufied and verified to the Voluntary
Carbon Standard

Wind Tirunelvelh Wind Power Generation

This project sees the construction of 22 new wind turbines
mn India By providing renewable energy, the project helps
to reduce India's reliance on fossil fuels for electricity
generation The project has generated emissions reductions
of 47,000 tonnes C02 betw een 2005 and 2007, venfied to
the Voluntary Carbon Standard

Hydro $ichuan Province Hydro Power Project

This project bundles four small run-of-river hydro power
stations 1n Sichuan province, western China  The project
displaces electricity generated by fossil fuel power plants and
will generate emission reductions of an estimated 360,000
tonnes CO: equnalent between 2006 and 2012, certified
and verified to the Voluntary Carbon Standard

Tree Electronic Communtcation

We are signed up to the e Tree inmiatne — a programme
which encourages sharcholders to recenve electromic
Communications as a w ay Of say lng PJPCT and reducmg the
impact on the environment The scheme 15 run 1n association
with the Woodland Trust ‘Tree for All' Campagn and for
every shareholder who registers to receive nformation
electronically, a sum 1s donated on the shareholder’s behalf
toan area selected for re forestation in the UK by the
Trust Further details of the scheme can be found at

www etreeuk com

MITADY ssoursng

Activitics Planncd for 2010
A number of inrtiatives are planned in 2010 to further

improve our environmental performance These include

- Reducing printed material further by increasing
electronic access to information and working to create
and improve on existing print to order facilities

— Mamtalnmg our :mprO\emenls mn re[:} c[mg by
continuing to check on existing practices and provide
addiuonal facilities where necessary

— Continuing to encourage the use of audio and
web conferencing which will impact on and reduce
business mileage

— Looking further into energy improsement systems for
office locations with older Building Management Systems
m Dperatlon

— Engaging further with both Business in the Commumnity
for environmental improvements and with CNC to
Further reduce our emissions and where this 1s not
possible, to offset via appropriate projects both in the
UK and abroad

- Contmumg to engage with employees to maintain
awareness of environmental matters 1ncludlng holdmg
another 5t James's Place Environment Day to further
encourage staff and suppliers to consider their effect on
the enytronment

A full Environment Report 15 produced annually and can
be located with a copy of our Environment Policy on our
corporate website at www sp co uk
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President and Board of Directors

1 §ir Mark Weinberg (78) (I) President
Sir Mark founded the St James's Place Group
with Mike Wilson 1n 1991 and was Chairman
of the Company until September 2004, when
he resigned from the Board and was appointed
Prestdent of the Company He chairs the
Investrnent Commuttee Sir Mark origmally
practised as a barrister and was formerly deputy
chairman of the Securities and Investments
Board, the forerunner to the Financial Services
Authority He is chairman of the Pension
Corporation and of Synergy Insurance Services

THE CURRENT DIRECTORS OF THE
COMPANY ARE

2 Mike Wilson (66) (IN} Chairman

Mike has worked in the financial services
industry smnce 1963 and founded the St James’s
Place Group with Sir Mark Weinberg in 1991
He was Chief Executive until September
2004, when he became Chairman Mike 1sa
member of the Nominations Commuttee He
was formerly chairman of the Mental Health
Foundation and a non-executive director of
Venddome Luxury Group ple between 1993
and 1998 Maike 1s a Trustee of the St James's
Place Foundation

3 Sarah Bates (51) (I) (R)

Non executive Director

Sarah joined the Board as an independent
non-executive Director in September 2004
andd 15 a member of the Investment and Risk
Committees She s a director of various

hsted 1 estment trusts and chairman of

the Stena Line (UK) Penston Fund Trustees
and the Cancer Research UK Pension Fund
Insestment Committee Sarahisalso an advisor
to, or member of, various other investment
committees including the Investment
Committee of the Daily Mail & General Trust
pension schemes and of the National Heritage
Memonal Fund She recently became a non
executine director of Development Securities
plc Sarah graduated 1n Philosophy and Law
from Trimity Hall, Cambridge and has an MBA
from the London Business School

4 David Bellamy (56) Chief Executne
David jomed the Company in April 1931 and
was appointed to the Board 1in September 1997,
before becoming Chief Executive in May 2007
He prc\ lously rl.l.lﬁ"ed a number Ofl‘oles at

St James's Place including Group Operations
Dhrector and Managing Director David has
worked mn the financial serices industry

since 1973 and 1s a Trustee of the St James’s
Place Foundation

5 Steve Colsell (45)

Non-executive Director

Steve was appointed to the Board as a non-
independent non-executne Director 1n January
2009 to represent Lloyds Banking Group ple
He 1s finance and strategy director of Wealth
and International at Lloyds Banking Group
Steve joined HBOS 1n 2006 as finance director,
msurance and investment and prior to that, held
a number of senior finance and strategy roles

1 the life, general insurance and consumer
ﬁnance sectors HC 15 @ NON-eXecutive dlrector
of Invista Real Estate Investment Management
Holdings plc, a graduate of Imperial College,
London and a Fellow of the Institute of Actuaries

6 Andrew Croft (45) (I) Finance Director
Andrew joined the Company as Financial
Accountant 1n 1993 and was promoted

to Finance Director 1n September 2004

He quahﬁed as a chartered accountant at
Pricew aterhouseCoopers in 1988, hasa

degree in Accounting and Economics from
Southampton Uniwversity and ts a member of the
Investment Comrnittee He 15 also a Trustee of
the St James's Place Foundation

7 Charles Gregson (62} (Rem)
Non-executive Director

Charles joined the Board in January 2010

as an independent non-executn e Director

and will be a member of the Remuneration
Commuttee Charles 1s a non-executive
chairman of ICAP plc and a non-executine
director of International Personal Finance plc
He was recently appointed to the Board of
Caledoma Investments ple and CPP Group ple
and has extensive board and senior management
experience in the UK and overseas Hehas
served on the boards of United Business Media
plc, Provident Financial ple and MAI ple
Charles graduated in History and Law from
Trinity Hall, Cambridge and has an MAin Law
He qualified as a soliciter 1n 1972
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8 lan Gascoigne (53} Partnership Director
Tan has worked in the financial services industry
since 1986 and joined St James's Place m
December 1991 He was appointed to the
Board in January 2003 He has a degree from
Lancaster University and an MA from Leicester
University lan s also a Trustee of the St James's
Place Foundation

9 Davad Lamb (53) (I)

Business De\elopmenl Director

David joined the Company 1n 1992 with
responsibulity for the Finance Department

He was promoted to the position of Business
Development Derector in 2001 and to the Board
in December 2007 He has responsibility for
developing the Company’s wealth management
proposition and fund management range David
15 a graduate of City Unmversity, London anda
Fellow of the Institute of Actuaries He 1s also

a member of the Imestment Commuttee and
Trustee of the 5t James's Place Foundation

10 Derck Netherton (65) (Rem) (A) (N)
Non-executive Director

Derek joined the Board in May 1996 and 1s
an mdependent non-executive Director He
1s Chairman of the Audit Committee and a
member of the Remuneration and Nominations
Committees Derek 1s chairman of Greggs
plc and 1s a former non-executive director

of Next plc and Hiscox plc He 1s a Fellow of
the Institute of Actuaries and was formerly a
durector of | Henry Schroder & Co Limuted

11 Mike Power (52) (R) (A)

Non-executnve Director

Mike joined the Board as an independent non-
executnne Director in May 2005 He chairs

the Rusk Commuttee and 15 Deputy Chairman
of the Audit Commuttee He s Professor of
Accounung at the London School of Economucs
and Political Science and Research Director

of the ESRC Centre for Analysis of Risk and
Regulation MikeisaFellow of the Institute of
Chartered Accountants in England and Wales
and an Associate of the UK Chartered Institute
of Taxation He 1s a member of the Risk
Management Commuttee of the London School
of Economcs and lectures and writes on risk
management, regulation and compliznce 1ssues

12 Michacl Sorkin (66) (I) (Rem) (N) (A)
Senwor Independent Dhrector

Michael was appomnted to the Board as an
independent non-executive Director m January
2002 and nominated Senior Independent
Director 1n May 2005 Michael chairs the
Remuneration and Nominations Committees
and 15 a member of the Audit and Investment
Committees He joined Hambros Bank in
1968, was a director of Hambros plc between
1986 and 1999, and managing director of

$ G Hambros from 1999 tc 2000 Heis vice
chairman of Investment Banking at N M
Rothschild Corporate Finance Litnited and
director of Almar ple and Leucadia National
Corporation He 1s a former non-executive
director of | Z Equity Partners ple

13 Roger Walsom (56) (R} (Rem)
Non-executive Director

Roger was appointed to the Board asan
dependent non-executive Director in

July 2005 and 15 a member of the Risk and
Remuneration Comnuttees After several
years in the financial services industry,

Roger graduated in Law from Southampton
University and qualified as a solicitor in 1980
with a City law firm He became a partner at
Ashurst, another leading City law firm, in 1988,
speciabinng in the financial services industry He
retired asa partner in April 2005 but continues
to work as a consultant to Ashurst Heis a non
executive director of Imvesco Income Growth
Trust plc and the Miller Insurance Broking
Group He was formerly a non executne
director of the Pensions Regulator

Ages correct as at 23 February 2010

(I} — Member of the Investment Committee

(R) = Member of the Risk Commuttee

{Rem) — Member of the Remuneration Committee
{N} — Member of the Nominations Comimittee

(A) =~ Member of the Audit Committee
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Directors’ Report

The Directors present their Annual Report and Accounts of the
Company for the year ended 31 December 2009

BUSINESS REVIEW
The information that fulfils the Compames Act requirements of the
Business Review can be found in the follow ing sections

Principal nisks and uncertamties The Risk and Risk Management

section on pages 22 to 27

Chief Executive’s Statemnent on
pages 8 to 10 and the Financual
Commentary on pages 12 to 21

Performance and development
during the year and position at
the end of the year

Information on likely future Chief Executive’s Statement on

developments page 10 and the Financial
Commentary on pages 15, 19

and 20

Directors’ and officers’ indemnity
and insurance

The Corporate Governance
Report on page 45

Finaneial and non-financial KPls Key Performance Indicators on

pages 6 and 7

Environmental, employee and The Corporate Social

socal commumty matters RCSPOnSlbl.llty REPOTt on pages

28 to 37

RESULTS AND DIVIDENDS

The consol:dated statement of comprehensive income 1s on page 62

and profit for the financial year attributable to equity shareholders
amounted to £39 8 rullien An interim dividend of 1 84 pence per
share (2008 1 84 pence per share) was paid on 16 September 2009

The Directors recommend that shareholders approve a final d idend

of 2 66 pence per share (2008 final dividend of 2 55 pence per share) to
be paid on 18 May 2010 to shareholders on the register at the close

of business on 5 March 2010

A resolution to renew the Directors” authority to offer a serip
dnidend will be put to the sharcholders at the forthcoming Annual
General Meeting ('AGM")

STATUS OF COMPANY
The Company 15 registered as a public lumited company under the
Companzes Act 2006

PRINCIPAL ACTIVITIES

The Company 1s a financial services holding company with principal
imnterests in the provision of wealth management advice and services to
the clients of the Group A full review of the activiues of the Group 1
given in the Chief Executive’s Statement on pages 8 to 10

SUBSTANTIAL SHAREHOLDERS

The Company 1s aware of the interests of the follow ing companies 1n
3% or more of the ordinary 1ssued share capital of the Company as at
23 February 2010

Lloyds Banking Group ple ('LBG') 286,418,796 (59 37%)
BlackRock Investment Management Ltd 25,329,491 (5 25%)
M&G 19,137,973 (3 97%)

Detals of the relationship agreement between LBG and the Company are
set out on page 45

The interests of the Directors, thewr families and any connected persons
in the 1ssued share caputal of the Company are shown on page 58

SHARE CAPITAL

STRUCTURE OF THE COMPANY'S CAPITAL

As at 31 December 2009, the Company s 1ssued and fully paid up share
caprtal was 482,031,787 ordinary shares of 15 pence each All ordinary
shares are quoted on the London Stock Exchange and can be held 1n
uncertificated form via CREST Details of the movement in the 1ssued
share capital during the year are provided in Note 29 to the financial
statements on page 21

The rights and obhigations attaching to the ordinary shares of the
Company are set out in the Articles of Assaciation The Articles can be
amended by a special resolution of the members of the Company and
coptes can be ocbtained from Companies House Holders of ordinary
shares are entrtled to recene the Company’s Reports and Accounts,
attend, speak and exercise voting rights and appoint proxes to attend
general meeungs

VOTING RIGHTS

At any general meeting, on a show of hands, each member who 15 present
i person shall have one vote and every proxy present who has been duly

appointed by a member entitled to vote on a resolution has one vote

On a poll, every member who 1s present 1n person or by proxy shall have
one vote for every share of which he 15 the holder

Proxy forms sent by the Company to shareholders in relation to
any general meeting must be recened by the Company not less than
48 hours before the time appointed for holding of the meeting or
adjourned meeting

RESTRICTIONS ON VOTING RIGHTS

If any shareholder has been sent a notice by the Company under Section
793 of the Compamies Act 2006 and failed to supply the relevant
mnformation for a period of 14 days, then the shareholder may not (for

so long as the default continues) be entitled to attend or vote either
personally or by proxy at a shareholders” meeting or to exercise any other
right conferred by membership in relation 1o sharcholders’ meetings

If those default shares represent at least 0 25% of their class, any dividend
payable 1n respect of the shares shall be w ithheld by the Company and
{subject to certain limited exceptions) no transfer, other than an excepted
transfer, of any shares held by the member in certificated form shall

be registered

RESTRICTIONS ON SHARE TRANSFERS

There are restrictions on share transfers, all of which are set out in the
Articles of Association  Restrictions include transfers made in favour

of more than four joint holders and transfers held in ceruficated form
Directors may decline to recogrse a transfer, unless 1t 15 1n respect of
only one class of share and lodged (and duly stamped) with the Transfer
Office The Darectors may also refuse to register any transfer of shares
held in certaficated form which are not fully paid Directors may also
choose to decline requests for share transfers from a US Person (as
defined under Regulation § of the United States Securities Act 1933) that
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would cause the aggregate number of benefictal owners of issued shares
who are US Persons to exceed 70

The registratton of transfers may be suspended at such times and for such
periods (not exceeding 30 days 1n any year) as the Directors may from
time to time determine n respect of any class of shares

The Cotmpany 1s not aware of any agreements between shareholders that
restrict the transfer of shares or voting rights attached to the shares

POWER OF THE DIRECTORS

The Directors are responsible for managing the business of the Company -
and their powers are subject to any regulations of the Articles, to the
provisions of the Statutes and to such regulations as may be prescribed by
special resolution of the Company

The Company’s Arucles of Association contarn, for example, specific
provisions and restrictions concerning the Company's power to
borrow money They also provide that Directors have the power to
allot unussued shares, up to pre-determined levels set and approved

by shareholders in general meeting Thus also applies to the Directors
allotting equity securities otherw ise than in accordance with statutory
pre-emption rules

DIRECTORS

Details of the Directors as at 23 February 2010 and their biographies
are shown on pages 38 and 39 Brief partlculars of the Durectors”
membership of the Board Commuttees are contarned in the Corporate
Governance Report on pages 43 to 49

Charles Gregson was appomted to the Board on | January 2010 asan
independent non-executive Director and will retire at the forthcoming
AGM where he will offer himself for re-election Jo Dawson resigned
as a non-independent non-executive Dhrector on 5 February 2010

As reported i last year's Report and Accounts Andy Hornby resigned
as a non-ndependent non-executive Director on 16 January 2009

and his replacement, Steve Colsell was apposnted to the Board on

30 January 2009

The Company’s Articles of Association require that any Director
appointed during the year to fill a casual vacancy must stand for
reappointment at the next AGM and that, at each AGM, all those
Dhirectors who were elected or last re-elected at or before the AGM held
in the thard calendar year before the current year shall retire from office
by rotation Further details on the background of those Directors seeking
re-election are set out in the Directors’ biographies on pages 38 and 39
and 1n the Notice of Meeting

Accordingly, all those Directors who were elected or last re-elected

at or before the AGM held 1n 2007 shall retire from office by rotation
The Directors retiring by rotation at the AGM are David Bellamy and
Mike Wilson and being eligible, will offer themselves for re-election
at the AGM Derek Netherton will seek annual re-election to meet
corporate governance gurdelines applicable to his length of service on
the Board The Chairman 1s pleased to confirm that the non-executive
Director secking re-election continue to be effective tn his role on

the Board and its commuttees and has demonstrated his continued
commitment to the roles

Except as stated in the Remuneration Report, no Director has, or has
had during the year under review, any beneficial interest 1n any contract
or arrangement with the Company or any of 1ts subsidiaries pursuant to
the Listing Rules published by the FSA and the Companies Act 2006
Details of all Executive Directors' service contracts are set outin the
Remuneration Report on page 54

The Company does not have agreetnents with any Director or empleyee
that would provide compensation for loss of office or employment
resultmg from a takeover except that provisions of the Company's share
schemes may cause share awards granted to employees under such
schemes to vest on a takeover

CREDITORS’ PAYMENT POLICY

The payment of supplier invoices 1s made on the Company’s behalf by
8t James’s Place Management Services Limited (‘SJPMS’), a subsidiary
company It 1s SJPMS’s policy to pay creditors 1n accordance with

the Confederation of British Industry Better Practice Payment Code
on supplier payments SJPMS’s average number of days purchases
outstanding in respect of trade creditors at 31 December 2009 was

17 days (2008 20 days)

CHARITABLE AND POLITICAL DONATIONS

Chanitable contributions to the St James’s Place Foundation during

the year totalled £1,330,000 (2008 £1,040,752) A Lst of charitable
donations made by the Foundation, together with a report which
outlines the basis on which priorities for donations have been established
15 available on request Further details on the Foundation are included
1n the Corporate Social Responsibility Report on pages 28 to 31
Contributions during the year to other charitable organisations

totalled £3,000

It 1s the Group’s policy not to make any donations to political parties
within the meaning of the definitions set out in the Polincal Parties,
Elections and Referendums Act 2000 and Sections 362 to 379 of the
Companies Act 2006 The Group did not make any political denations
during the year (2008 £nl)

EMPLOYEES

The Company 1s commutted to providing equal opportunities for all
people in recruitment, training and career development and has regard
for people’s aptitudes and abilities The Company will not tolerate
discnmination on the grounds of race, religion, marital status, age,
gender, sexual orientation or dhsabality The Company’s recruitment
process seeks to find candidates most suited for the job The Company
respects the dignity of individuals and their beliefs and does not
tolerate any sexual, racial, physical or mental harassment of staff in

the workplace

It 15 the Company's policy that disabled persons should be given the same
oppertumnty for traning, career development and promotion as other
employees In the event of employees becoming disabled, every effort 1s
made to mamntain the employee’s employment and suitable retramning 1s
offered, if appropriate Full and fair consideration 1s given to applications
for employment from disabled persons

IDUBLLIDAOTY 'JIE.IO({..IOD
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Further details of the Group’s approach to employee i olvement, AUDITORS
training, development and communicatron can be found 1n the Corporate  Each of the Durectors at the date of approsal of this report confirms that
Social Responsibility Report on pages 28 to 37

— so far as the Directors are aware, there 1s no relevant audit

CHANGE OF CONTROL nformation of which the auditors are unaware, and

There are a number of agreements that take effect, alter or termunate — the Directors have taken all reasonable steps to ascertan relesant

upon a change of control of the Company following a takeover lad None audit information and ensure that the auditors are aware of

15 considered to be significant in terms of their potentzal impact on the such information

business as a whole as all agreements are entered into in the ordinary

course of business and are on arm'’s length commercial terms This confirmation 1s given and should be interpreted in accordance with
the provisions of Section 418 of the Companies Act 2006

AGM

The Company’s AGM will be held en 13 May 2010 at The Royal The auditors, Pricew aterhouseCoopers LLP, have indicated thewr

Acronautical Society, 4 Hamilten Place, London W1] 7BQ at 11 00am  willingness to continue in office and a resolution that they be reappointed
until the end of the 2011 AGM will be put to sharcholders at the AGM on

AUTHORITY TO PURCHASE OWN SHARES 13 May 2010

At the AGM 1n 2008, shareholders granted authority to the Directors

for the purchase by the Company of its own shares The authority will DIRECTORS' RESPONSIBILITY STATEMENT

expiure at the end of the AGM to be held in 2010 or 18 months from the The Dhrectors confirm to the best of their know ledge that

date granted, whicheveris earlier During the year the Company did not

purchase any of its ow n ordinary shares The Directors will propose the — 'The financial statements have been prepared in accordance with

renewal of the authority to purchase ow n shares at the forthcoming AGM International Financial Reporting Standards as adopted by the EU
and give a true and fair view of the assets, llabilities, financial position

GOING CONCERN and profit for the Company and the undertakings included in the

The Company’s business actsvities, together with the factors likely to consolulation taken as a whole

affect 1ts future development, performance and position are set outinthe — The European Embedded Value (*EEV’) supplementary information

Business Review as referred to on page 40 The financial position of the has been prepared 1n accordance with the EEV principles 1ssued 1n

Company, 1ts cash flows, hquidity position and borrewing facilities are May 2004 by the Chief Finangial Officers Forum as supplemented by

described in the Financial Commentary on pages 12 to 21 In addition the the Additional Guidance on EEV Disclosures issued 1n October 2005

Notes on pages 81 and 86 and the Risk and Risk Management section on (‘the EEV Principles’)

pages 22 to 27 include the Company’s objectives, pohicies and processes  — Pursuant to Disclosure and Transparency Rules Chapter 4, the

for managing its caputal, s financial nsk management objectives, detals Darectors” Report includes a fair review of the development and

of its financial instruments, and 1ts exposures to credit nsk and hquidity performance of the busmess and the position of the Company and the
undertakings included in the consolidation taken as a whole, together

As shown on page 19 of the Financial Commentary, the Group's capital with a description of the principal risks and uncertainties faced by

position 1s strong and well in excess of regulatory requirements The the business

long-term nature of the business results in considerable positne cash
flows arising from existing business As a consequence, the Directors On behalf of the Board
believe that the Company 1s well placed to manage its business risks

successfully despite the current uncertain economic outlook / A @
The Directors confirm that they are satisfied that the Company and the
Group have adequate resources to continue 1n business for the foreseeabl D Bellamy A Croft

future For this reason, they continue to adopt the going concern basisin - Chief Executne Finance Director
preparing the accounts Further information on the basis of preparation
of these accounts can be seen in Note 1 to both the Consolidated 23 February 2010

Accounts under International Financial Reporting Standards and Parent
Company Accounts on UK GAAP basis
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Corporate GGovernance

Thus report explains the approach the Company has taken to apply
the principles and provisions set out in the Combined Code on
Corporate Governance

5t James's Place ts commutted to high standards of corporate governance
and supports the principles set out in the Combined Code on Corporate
Gavernance ('the Combined Code’) The Listing Rules require UK Listed
companies to state whether they have complied with the provisions of the
Combined Code during the year The Board considers that the Company
has achieved compliance with all prosistons of the Combined Code
throughout the financial year, except in respect of provision A 3 of the
Code (Board balance and wndependence) in relation to which compliance
was only achieved in the current financial year

Since the resignation of Simon Gulliford from the Board in February
2008, the Nominations Comrmittee has sought to find a suitably
expetienced mdependem non-executive Director to replace him

A job specification was prepared and a firm of recrutment consultants
with experience ofrecrmtmg non-executin & candidates was appornted
Several candidates were identified and interviewed as part of the process
during 2008 and 2009, but the Nominations Commuttee did not feel
1t appropriate to put forward any of the candidates for consideration
by the Board However, 1n late 2009, the Nominations Commuittee
recommended Charles Gregson and he was appointed to the Board in
January 2010 as an independent non-executive Director As a result,
the Company 1s now comphant with provision A 3 of the Code

THE BOARD

The Board of Directors are responsible for providing entrepreneurial
leadershup and direction to the Company and are custodians of the
Company’s strategic aims, vision and values They ensure controls
are 1n place to deliver value to shareholders and the wider community
of indnv1duals and orgamisations w hich benefit from the Company's
activities The Board also assess whether the necessary financial

and human resources are n place to enable the Company to meet

1ts objectnes

There were six formal Beard meetings during the year, plus an additional
all day strategy meeting A table detailing the Directors’ attendance at
Board meetings can be found on page 45

In advance of each meeting, all members are supplied with an agenda
and pack containing reports on current trading, operational issues,
compliance, risk, accounting and financial matters The chairmen of
the vanous sub-committees of the Board also report to the Board at
each meeting and copies of Board Commuttee minutes are included in
Director Packs for information purposes

The Board has a formal schedule of matters specifically reserved for 1t and
its primary responsibilities include

— Determining the overall strategy of the Company,

- Ensuring that the Company's operations are well managed and proper
succession plans are in place,

— Reviewing major transactions or mitiatnes proposed by the
Executine Directors,

— Implementing appropriate corporate governance procedures,

— Peniodically reviewng the results and operations of the Company,

Report

— Ensuring that proper accounting records are maintained and adequate
controls are 1n place to safeguard the assets of the Company from
fraud and other significant rasks,

— Identfying and managing risk, and

— Deciding the Company's policy on charitable and political donations

A copy of the schedule of matters reserved for the Board can be found on
the corporate website at www sjp co uk

The Company has developed a Board Control Manual ('BCM") which
sets out the primary policy and deasion-making mechanisms within

the Company The manual contans a variety of useful and informatne
documents such as the terms of reference for the sarious sub-committees
of the Board as well as the Company's risk policies In addition, detailed
job descriptions for each Executive and subsidiary Director are included
as well as a general job description outlining the responsibiliies of the
non-executive Directors The BCM 1s updated by the Company Secretary
and approved by the Audit Committee on an annual basis

THE ROLES OF THE CHAIRMAN AND CHIEF EXECUTIVE
The diviston of responsibilities between the Chairman of the Board,
Mike Wilson, and the Chief Executive, David Bellamy, are clearly
defined and have been approved by the Board No single Director has
unfettered powers of deciston-making The Chairman 1s responsible

for ensuring the continued effectivencss of the Board and for setting 1ts
agenda so that adequate time 1s available for substantine discussion on
strategic 1ssues The Chairman also promotes effective communication
between the Executive and non-executne Directors and with
shareholders generally The Chairman also laises with senor members
of the Partnership and acts as a sounding board to sentor management
The Chief Exccutive’s primary responsibility 1s to manage the Company
via the executine management teamn and implement the strategies adopted

by the Board

THE SENIOR INDEPENDENT DIRECTOR

Michael Sorkin 1s the Scnior Independent Director Michael 1s available to
meet with shareholders on request and to ensure that the Board 1s aware
of shareholder concerns not resolved through the existing mechanisms
for investor communication

DIRECTORS AND DIRECTORS’ INDEPENDENCE

The Board currently consists of an Executive Chairman, four

Executnve Directors, six independent non-executnve Directors and

one non-independent non-executive Director The non-independent
non-executive Director, Steve Colsell, has been norminated by the
Company's largest shareholder Lloyds Banking Group ple {'LBG")
Biographical details of all the Directors can be found on pages 38 and 39
The terms and conditions of appeintment of the non executive Directors
are available on request and will be available at the Annual General
Meeting (‘AGM’) in May 2010

Jo Dawson resigned as a non mndependent non executive Director on
5 February 2010 following her decision to leave LBG Charles Gregson
joined the Board a3 an independent non-executive Director with effect
from | January 2010

The quality of indnidual Directors and the Board's overall composition
1s a key contributor to the Board's effectiveness Committee membership

soueuIaA0n) sjeiodion
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1s reviewed annually to ensure the gradual refreshment of skills and
experience over ime The Board 1s sauisfied that all Directors have
sufficient time to devote to their roles

When determinung whether a non-executive Director 15 independent, the
Board considers whether each individual has an independent character
and considers how they conduct themsehes i Board meetings Other
criteria include how they exercise judgement and whether they actin the
best interests of the Company and its sharcholders at all times

Derek Netherton has served on the Board for more than nine years
which 15 a relevant factor in the consideration of his independence The
Board has considered this peint with particular care and believe that
Derek continues to demonstrate his independence when carrying out us
duties on the Board He constructively challenges management as and
when he considers it appropnate and contributes significantly in Board
and Commuttee meetings His indnadual skills and extensive knowledge
of the financial services sector 1s extremely helpful to the business in
general His financial knowledge 1s particularly helpfulin connection
with his role as Chairman of the Audit Commuittee and the Board do

not believe that it 15 1n the interests of the Company to replace him

with a further independent non-executive Director at the present time
Howeser, to plan for succession in the future, the Board has appointed
Mike Power as Deputy Chairman of the Audit Committee

INDUCTION AND CONTINUING PROFESSIONAL
DEVELOPMENT

On joining the Board, Directors are gnen a pack of documents giving
background informaticn about the Group and an appropriate induction
programme 15 set up for them The programme enables the new Director
to meet senior management, visit office locations and speak directly to
Partners and staff around the country Ongoing trauning is coordinated
by the Company Secretary for all Directors throughout the year

follow ing mdividuat discussions with each Director Adhoc training 1s set
up on request and the non-executive Directors are able to attend location
meetings and the Double Partner Development Conference, where

they have an opportunity to meet Partners on a more informal basis
Non-executive Directors are briefed on the views of major shareholders
at Board meetings and have an opportunity to meet with shareholders

as necessary

Directors are regularly updated on their duttes and responsibilities

and have access to the advice of the Company Secretary as well as
independent professional advice where needed in furtherance of therr
duties Further trammng 1s made available as necessary to ensure that
the whale Board 15 kept abreast of relevant developments applicable to
therr roles Topical 1ssues are addressed prior to each Board meeting
For example, during the year, the Company Secretary and other semor
executnes updated the Board on an array of pertinent topics such as
the Retail Distribution Review, the results of the staff survey and the

financial impact of scenario testing

BOARD EVALUATION

The Board carried out an annual evaluation of 1ts own performance

during the year which included a review of 1ts commuttees and individual

Directors The evaluation was conducted by the Company Secretary

who carried out individual interviews with each Board member The |
findings were presented to the Board and a number of relatively minor |
improsements were implemented, including devoung more ume at

Board meetings to strategic issues

The Chairman met each of the non-executive Directors separately to
discuss the results of the evaluation in relation to their performance
on the Board or 1ts commuttees Other rtems discussed included
suitable topics for pre-Board presentations, training requirements and
succession plans

The non-executive Directors, led by the Senzor Independent Director,
met without the Chairman present to appraise the Chairman’s
performance and to discuss other toptcal 1ssues such as the overall
pcrformancc of the Board The Senior Independent Director carried out
a formal appraisal of the Chairman's performance during the year, using
the feedback obtained during the Board evaluation process

BOARD COMMITTEES

There are five sub-committees of the Board, being Audit, Investment,
Nominations, Remuneration and Risk Commuttees The membership
and terms of reference of the commattees are reviewed annually

and the terms of reference are available on the corporate website

{(wwnw sp co uk) or on request from the Company
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ATTENDANCE AT MEETINGS

The attendance by indmidual Directors at Board and committee meetings during the year ended 31 December 2009 was as follows

Board Ruk Audi R s 1o0n3s In

(7 Mectings) (4 Mectings) (5 Meetings) {3 Mcetings) (3 Mectings) (8 Meetings)
Sarah Bates 6 4 - - - 8
David Bellamy 7 4) - (3) (2) -
Andrew Croft 7 - ) ) - 7
Steve Colsell 5 - (4} - - -
Jo Dawson 5 - - - - -
lan Gascoigne 7 3 - - - -
David Lamb 7 - - - - 8
Derek Netherton 7 5 3 3 -
Mike Power 7 4 5 -
Michael Sorkin 7 - 5 3 3 7
Roger Walsom 7 4 - - -
Mike Wilson 7 - - e} 3 -

Figures in brackets mdicate where a Director has beenimited by a
commuttee to attend the meeting but 1s not a formal member of the
committee The Group Risk Director 1s mvited to attend part of Board
meetings throughout the year to present his Group Risk Report He abso
attends Risk and Audit Commuttee meetings during the year

DIRECTORS’ AND OFFICERS’ INDEMNITY AND INSURANCE
The Company has taken out insurance covering Directors and officers
against liabiliues they may incur in their capacity as Directors or officers
All members of the Board and other senior employees who act as
Directors of subsidiary companies have each been granted indemnities
from the Company to the extent permitted by law These indemnities

are uncapped n amount and protect recipients from certain losses and
Labilities that they may incur to third parties in connection with the
furtherance of their duties as Directors of the Company or its subsidiaries
Copies of the indemnuties are available to shareholders on request

PROCEDURES TQ DEAL WITH DIRECTORS’ CONFLICTS OF
INTEREST

At the 2008 AGM, shareholdets amended the Articles of Assoctation
tonclude provisions for dealing with Directors’ conflicts of interest as
permitted under the new Comparues Act 2006 In 2008, procedures
were approved by the Board to deal with situations where a Director
ether has a conflict of interest or where a potential conflict of interest
situation arises Under the procedure, the relevant Director must disclose
to the Board the actual or potential conflict of interest for discussion by
the other members of the Board The Board will consider the potential
conflict on 1ts particular facts and decide whether to waive the potential
conflict1f it believes this to be in the best interests of the Company The
process nvohes keeping detailed records and Board minutes in respect
of authorisations granted by the Board and the scope of approvals given
Conflict authonsations are reviewed annually by the Board

RELATIONS WITH SHAREHOLDERS

The Board mamntains close relationships with institutional shareholders
through dialogue and frequent meetings The Company also meets
regularly with JPMorgan Cazenove who facilitates meetings with
mvestors and their representatives Attendance notes from each meeting
are carculated to members of the Board to bring them up to speed on

the views and opinions of major shareholders The Semor Independent
Director 15 available for consultation with shareholders and other

non executive Directors are also available to meet with major
shareholders on request

Members of the Board will be available at the forthcommg AGMto
answer shareholders” questions on the Company’s business and the
activities of the Board and its comnuttees

RELATIONSHIP WITH LLOYDS BANKING GROUP PLC

The Company entered into a Relauonship Agreement (‘the Agreement’}
with Halifax Group plein 2000 to regulate the relationship between the
two companies after the completion of a Partial Offer The Agreement
was novated to HBOS ple, following the merger between Halifax and
Bank of Scotland in 2001 On 16 January 2009, HBOS ple was acquired
by Lloyds TSB Bank ple, which subsequently changed its name to Lloyds
Banking Group ple

The principal purpose of the Agreement 15 to ensure the Company
operates independently of LBG and to provide that the relationship
between LBG and the Company will be conducted on an arm's length
basis Under the Agreement, LBG has the authority to appoint a nurmber
of Directors 1o the Board and its commuttees and the number varies in
relation to LBG's shareholding in the Company LBG currently has the
right to appoint three non-executive Directors to the Board although, as
at the date of this report, LBG has appointed one non-executive Director,
being Steve Colsell

NOMINATIONS COMMITTEE

The Nominations Committee comprises two independent non-executne
Directors and the Executive Chairman The Committee met three times
during the year and the current members and attendees are

Members Attendees
Michael Sorkin (Chairman) David Bellamy
Derek Netherton

Mike Wilson

IRUBUIIAOD DJE.IOC{.IOD
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DUTIES

The Committee 1s responsible for identifying and nomnating
candidates to fill Board vacancies as and when they arise Prior to
any appointment being made, the Committee evaluates the skills,
knowledge and expenience of existing members and preparesa
comprehensive description of the role and capabilities required for 2
particular appointment

Succession planning forms a core remit of the Commuttee, taking into
account the challenges and opportunities facing the Company at present
and in the future and the Commuttee gives full consideration to the type
of skills and expertise required at Board and senior management level
The Committee will, from time to time, use the services of an external
search consultancy to assist in finding suitable candidates from a wide
range of backgrounds

The terms of reference that set out the Commuttee’s role and authority
can be found on the corporate website

ACTIVITIES

Druning the year, the Commuttee focused its efforts on finding a suitable
independent non executive Director to fill the vacancy left by the
resignation of Simon Gulliford An external search consultancy was
appointed and the Commuttee shorthisted a number of suitable candidates
for the role Tn January 2010, Charles Gregson was appointed to the
Board as an independent non-executi e Director

The Committee reviewed the succession plans for the Board and

senior management and considered plans for idenufying a successor

to Sir Mark Weinberg, as Chair of the Investment Comnittee Three
key appointments were made during the yearasa consequence of this
prece of work, being the appomtment of a Chuef Investment Officer

and the appointment of two new external members to the Investment
Commuttee All three appoimtments have helped to broaden the expertise
of the Investment Commuttee

REMUNERATION COMMITTEE

The Remuneration Committee comprises solely independent non-
executive Directors The Committee met three times during the year
and members and attendees of the Commuttee are

Members Attendees
Michae! Sorkin (Chairman) David Bellamy
Derek Netherton Mike Wilson
Roger Walsom Andrew Croft

Charles Gregson (from 1 March 2010)

DUTIES

The Commuttee 15 responsible for determining the Company’s broad
policy for executive remuneration and the entire indn idual remuneration
packages for each of the Executise Directors, the Group Risk Director
and where appropriate other semor executives (if applicable), including
any executive whose total remuneration 1s expected to exceed the
medran total remuneration of Executive Directors

The Commuttee reviews the performance of individual Directors and
senior management agamst bonus and incentive schemes and determines
any performance conditions In the event of a Director leaving the

Group, the Commuittee will review and determine the scope of any
termination payment and severance terms The Commnuttee 1s also
responsible for selecting, appointing and setting the terms of reference
for any remuneration cansultants who advise the Committee

The terms of reference that set out the Commuttee’s role and authority
can be found on the corporate website and further details on the activity
of the Committee during the year is set out 1n the Remuneration Report
on page 50

INVESTMENT COMMITTEE
The Investment Commuttee met erght times during the year and the
current members of the Commuttee are

S1r Mark Weinberg (Chairman)

Sarah Bates

Andrew Croft

David Lamb

Michael Sorkin

Vivian Basalgette (from | January 2010)
Peter Dunscombe (from 1 January 2010)
Chris Ralph (from 1 January 2010)

Various members of the Asset Management team and representatives
from Stamnford Associates were invited to attend meetings during the
year In January 2010, the Commuttee appointed three new members

Two are independent consultants who have a wealth of knowledge and
eXpEerience m the investment management arena, bemg Vivian Bazalgette
and Peter Dunscombe Chns Ralph wasalso appointed, being the
Group's Chief I estment Officer

DUTIES

The Committee’s main responsibilities include ov erseeing the Company’s
investment management approach, monstoring the performance and
suitability of the fund managers as well as ensuring that all fund managers
follow the terms of their agreements with the Company Where necessary,
the Comnuttee will make recommendations in relation to the appointment
aor removal of fund managers The Commuttee evaluates market risk and
considers and makes recommendations in relation to the appointment and
the continued effectiveness of the v estment consultant

ACTIVITIES

During the year, the Committee momitored the performance of the
Company’s imvestment managers and focused on speaific manager 1ssues
that arose Face-to-face reporting sessions were held with each manager,
which provided the Committee with an opportunity to evaluate their
‘nvestment style” and decision-making

The Commuttee also considered the Investment Manager Report
from Stamford Associates and brought about a number of changes

and additions to the inyvestment managers appointed by the Group
New managers were identified and apponted to the new UK Equity
Income Unit Trust and the Investment Grade Corporate Bond Fund
The Committee also made a number of investment manager changes
to existing funds, including the High Octane Unit Trust, the UK and
General Progressive Unit Trust and the Greater European Progressive
Unit Trust
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More details on the work of the Committee can be found in the ‘Report
of the Investment Commuttee 2009, which can be obtained from the
Company's website at ww w sjp co uk

AUDIT COMMITTEL
The Audrt Commuttee met five times during the year and members and
attendees of the Commuttee are

Members Attendees
Derek Netherton (Chairman) Andrew Croft
Mike Power {Deputy Chairman) Steve Colsell
Michael Sorkin

All members of the Audit Commuittee are independent non-executine
Drrectors who have considerable financial experience Biographies for
each Director can be found on pages 38 and 39 Attendees at meetings
durng the year included the Finance Director, the Risk Director,

the Head of Internal Audit and members of the finance team, as well
as the external auditor Steve Colsell also attended meetings as the
LBG representative

DUTIES

The Commuttee 1s responsible for review ing the Company's internal
and external audit resource and examining any matters that relate to the
financial affairs of the Company This includes advising the Board on

the Company's interim and annual financal statements, 1ts accounting
policies and compliance with accounting standards The Committee
also assists the Board to ensure that the financial and non financial
wnformation supphed to shareholders provides a balanced assessment of
the Company's position

Other duties include maintaining an appropriate relationship with the
external auditors, reviewing the nature and scope of the work performed
by themn and their responses to management The terms of reference that
set out the Commutee's role and authority can be found on the corporate
website at www sjp couk

ACTIVITIES

During the year, the Commuttee formally reviewed the draft interim
and annual reports and associated announcements and considered the
accounting principles, policies and practices adopted m the Company's
financial statements and proposed changes were made where necessary
The Commuttee considered significant accounting 1ssues and areas

of judgement, as well as deferred tax and other habilities, potentially
affecting the Company

The Commuttee considered the appropriateness, independence and
services provided by the external auditor Areas considered during the
year included

~ the terms, areas of responsibility, associated duties and scope of the
audit as set out in the external auditors’ engagement letter,

— the overall work plan for the year ahead,

~ the external auditor's fees,

— 1ssues that arose during the course of the audit and their resolution,

- key accounting and audit judgements, and

~ recommendations made by the external auditors and the adequacy of
management’s response

In order to maintain the external auditor’s independence and objectnaty,
the Commuttee has established a financial limit of £100,000 in fees for
non-audit related advice and consultancy work by the external audn
firm Dretarls of the amount paid to the external auditors during the year
for audht and non-audit related services are set out 1n the Notes to the
Accounts on page 75 The Commuttee held a private meeting with the
previous external auditor, KPMG Audit PLC during the year (which was
independent from management) to review key issues and responsibilities

Other activities undertaken by the Commuttee during the year mcluded
consideration of the Internal Audnt function audit plan, which included
areview of the Company’s systemn of internal financial controls and a
review of the Group's ‘whistle-blowing’ policy The Commattee also
considered a change n external audit firm and recommended to the
Buoard, the appomtment of PricewaterhouseCoopers LLP as external
auditor to replace KPMG Audit PLC The change was required in order
to harmonuse the audit process with LBG and shareholders will be asked
1o reappoint PricewaterhouseCoopers LLT at the AGM on 13 May 2010

Commuttee members received updates from the chair of the Risk
Committee and discussed risks identified on the Emerging, Topical

and Corporate Risk Schedules The Chairmen of the Audit and

Risk Commuttees, along with the Risk Director also considered the
mteraction betw een the two commttees in the area of risk management
and a number of stall changes were made to the reporting process and
mnteraction between the two committees

The Committee also recened and considered the Individual Capital
Assessment report of the life company, 5t James's Place UK plc
{'SJPUK") SJPUK 15 required by the regulator to maintain a capital
assessment for regulatory purposes and one of the responsibilities of the
Commuttee 1s to review and consider the report

RISK COMMITTEE
The Risk Commuttee met four times during the year and members and
attendees include

Members Attendees

Mike Power (Chairman) David Bellamy

Sarah Bates Ian Gascoigne

Roger Walsom Bull Tonks (Group Risk Director)

All members of the Commuttee are independent non-executive
Dhrectors who have considerable financial and /or nisk-based experience
Biographues for each Director can be found on pages 38 and 39 Other
attendees at meetings during the year included Head of Internal

Audit, Head of Risk Management and a representative from LBG, the
Company’s major sharehalder

DUTIES

The Committee’s responsibilities include fostenng a culture of effective
nisk identification and management and reviewing the major and
emerging risks affecting the Group The Comnuttee can call for reports
from sentor management on how material risks are being managed and
annually review the procedures for the wentification, recording and
mutigating of material nsks Where necessary, the Committee makes
recommendations for changes 1n risk related practices and procedures
and can seek external input for its work, where necessary

soueutos0n) ayetodio)




48 St James's Place ple Registered No 3183415

Annual Report and Accounts 1009

Corporate Governance Report

continued

The Risk Appetite Statement and nisk policies are review ed annually

and all material areas of concern or weakness reported to the Audit
Commttee and the Board The Group Risk Director reports to the
Commuttee on risk tssues at each meeting and has direct access to the
Chairman of the Risk Commuttee, should the need arise The Group Risk
Director’s remuneration is approved by the Remuneration Committee
The terms of reference that set out the Commuttee's role and authority
can be found on the corporate website

ACTIVITIES

During the year, the Committee recened regular management reports
from semior executives on risk identification and mitigation within their
areas of the business These included an update from the Group Legal
Dhrector on risk mitigation in relation to the Legal and Client Liaison
Departments, 2n update from the Finance Director on risk mitigation in
the Finance Department, a review of the business plan for the year ahead
and a discussion on risks anising from the work to further develop the

Group's Investment management approach

The Committee reviewed and approved the risks identified on the
Emerging, Topical and Corporate Risk Schedules as well as the annual
Risk Appetite Statement and Internal Audnt plan as well as SJPUK'’s
Individual Capital Assessment

The annual Money Laundering Reporting Officers’ report was reviewed
by the Commuittee during the year The repartincluded an examination
of the governance framework, operation of systems and controls and
tramng requirements in respect of anti-money laundering activities
w1ithin the Group

INTERNAL CONTROL

The Board retains overall responsibility for the effectiveness of the
Group's system of internal control (including, financial, operational

and compliance controls) and risk management The Auditand Risk  *
Commuttees of the Board along with appropriately structured, staffed
and qualified Internal Audst, Risk Management and Comphance
functions support the Directors in the discharge of these responsibilities
and oversee their outcome

The Group has fully complied with provisien C 2 1 of the Combined
Code throughout the financial year and up to the date of approval of the
Annual Report and Accounts

In accordance with the Turnbull Guidance on Internat Control,

the Dhrectors and senior managers of the Group are committed to
maintaining a strong control culture withmn all business areas and have
processes for evaluating and managing the significant risks faced by the
Group Adherence to regulatory codes of conduct 1s required at all times
and the Board actively promotes a culture of quality and integrity In
addition to these ongoing procedures, the Audit Committee conductsan
annual review that considers the effectiveness of the Group's systems of
internal control ncluding financial, operational, compliance and other
risk management systems The review also includes the nature and scope
of the ongoing monrtoring processes, including the effectiveness of the
Internal Audit function and the potential impact on these processesas a
result of any changes during the year 1o the risks that the Group faces

The Group utilises a number of outsourced service providers to provide
administration services to the Group compantes These services are
detailed in formal contracts and their delnery 1s monitored by dedicated
relationship managers against documented Service Level Agreements and
Key Performance Indicators

Each year the cutsourced service providers are required to confirm

and evidence the adequacy and effectiy eness of their internal control
framew ork (as assessed against the requirements of the COSO Internal
Control — Integrated Framew ork) and to confirm that no material
control 1ssues have been identified in their operations over the course of
the year that would require notification to the Company

This system of internal control 15 designed to ensure that the primary
objectives of compliance with applicable laws and regulation, effecuve
and efficient operations, quality financial and operational reporting and
safeguarding of assets, are met

When contrel 1ssues of significance have occurred, the Audit Commuttee
has received full and detailed reports from management and Internal
Audit, including proposals for amending and strengthening the

business systems imvolved 1n line with the Group’s focus on continuous
improvement Where appropriate, such cases have been referred to the
Board by the Chairman of the Audit Committee and the Group Risk
Director for further discussion

In establishing the system of tternal control, the Directors have regard
to the materiality of relevant risks, the hikelihood of risks occurring and
the cost of mitigating risks It 1s therefore designed to manage rather than
ehminate the risk of failure to achieve business objectives and can provide
only reasonable and not absolute assurance against matenal financial
muisstatement or loss
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In the Board's view, the mnformation it has recened from entity wide risk
assessment, operational management, and the reports 1ssued by Internal
Audit has been sufficient to enable it to properly review the effectiveness
of the Company’s system of internal control in accordance with the
Turnbull Guidance for Directors on Internal Control

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT
OF THE ANNUAL REPORT AND ACCOUNTS AND THE
FINANCIAL STATEMENTS

The Dhrectors are responsible for preparing the Annual Report and
Accounts, the Directors’ Remuneration Report and the financial
statements in accordance with applicable law and regulations

Company law requires the Directors to prepare financial statements

for each financial year Under that law the Directors have elected to
prepare the Group financial statements 1n accordance with International
Financial Reporting Standards (‘[FRSs’) as adopted by the European
Unien, and the Parent Company financial statements in accordance
with United Kingdom Generally Accepted Accounting Practice (United
Kingdem Accounting Standards and applicable law) Under company
law 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 and of the profit or loss of the Group for
that period In preparing these financial statements, the Directors are
requived to

— select sutable accounting policies and then apply them consistently,

— make judgements and accounting estimates that are reasonable
and prudent,

— state whether IFRSs as adopted by the European Union and applicable
UK Accounting Standards have been followed, subject to any materal
departures disclosed and explamed in the Group and Parent Company
financial statements respectnvely, and

— prepare the financial statements on the going concern basis unless 1t 1s
mnappropriate to presume that the Company will continue in business

The Directors are responsible for keeping adequate accounting records
that are sufficient to show and explain the Company’s transactions and
diselose with reasonable accuracy at any time the finaneial position

of the Company and the Group and enable them to ensure that the
financial statements and the Directors” Remuneration Report comply
with the Companies Act 2006 and, as regards the Group financial
statements, Article 4 of the [AS Regulation They are also responsible
for safeguarding the assets of the Company and the Group and hence
for taking reasonable steps for the preventron and detection of fraud and
other irregulanties

The Directors have chosen to prepare supplementary information in
accordance with the European Embedded Value Principles 1ssued in
May 2004 by the Chief Financtal Officers Forum, as supplemented by
the Addiuonal Guidance on European Embedded Value Disclosures
sssued in October 2005 (‘the EEV Principles’) When comphiance with
the EEV Principles 1s stated, those principles require the Directors to
prepare supplementary information in accordance with the Embedded
Value Methodology (‘'EVM’) contained i the EEV Prinaiples and

to disclose and explain any non-comphance with the EEV Guidance
tncluded in the EEV Principles

In preparing the EEV supplementary information, the Directors have

— prepared the supplementary information in accordance with the
EEV Principles,

— 1dentified and described the business covered by the EVM,

— applied the EVM consmtently to the covered business,

— determed assumptions on a realistic basts, having regard to past,
current and expected future experience and to any relevant external
data, and then applied them consistently, and

— made estimates that are reasonable and consistent

The Directors are responsible for the maintenance and integrity of the
Company's website Legislation in the United Kingdom governing the
preparation and dussemimation of financial statements may differ from

legislation 1n other jurtsdictions

Each of the Dhrectors, whose names and functions are listed 1n Board of
Directors section of the Annual Report and Accounts confirm that, to
the best of their knm\.ledge

— the Group financial statements, which have been prepared in
accordance with TFRSs as adopted by the EU, give a true and fair view
of the assets, habilities, financtal positton and profit of the Group,

— the European Embedded Value (‘EEV") supplementary information
has been prepared in accordance with the EEV Principles issued in
May 2004 by the Chief Financial Officers Forum as supplemented by
the EEV Principles 1ssued in October 2005, and

— the business review referenced to in the Directors’ Report includes 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 that it faces
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The Directors present the Remuneration Report for the financial year
ended 31 Decernber 2009 which has been prepared on behalf of the
Remuneration Commmuttee (‘the Committee") and 1n accordance with
the requirements of the Companies Act 2006 Sharcholders will be
mvited to approve the report at the Annual General Meeting (AGM’)
on 13 May 2010 The Report contatns micrmation relatmg to executive
remuneration policy, mcluding Directors” pay and benefits, share
awards and pension provision It also contains additional information
required by the FSA Listing Rules and the Combined Code on
Corporate Governance

The sections marked with an astensk (**) are subject to audit by
PricewaterhouseCoopers LLP

ROLE OF THE COMMITTEE

The Comtuttee, on behalf of the Board, deterrmunes the remuneration
packages of the Executrve Directors of the Company, including the
Chatrman In addition, the Committee monitors the remuneration of
the senuor management team, ncluding the Group Risk Director and
his colleagues 1n the Rask Division, and oversees the operation of the
executive long-term mncentive schemes and all employee share schemes

The membership and terms of reference of the Committee are reviewed
annually and the Terms of Reference are available on the Company's
website Details of the number of meetings of the Commuttee during the
year can be found in the Corporate Governance Report on page 45

MEMBERSHIP OF THE COMMITTEE
The members of the Committee {all independent non executive
Directors) are as follows

Michael Sorkin — Chairman, Semor Independent non-executive Director
Derek Netherton

Roger Walsom

Charles Gregson

Charles Gregson will be appointed to the Committee with effect from

1 March 2010 Although Derek Netherton has served on the Board for
more than nine years, the Board believes him to be entirely independent
of management See page 44 of the Corporate Gosernance Report

for further details Brographical details of the current members of the
Committee are set out on pages 38 and 39

The Company Secretary acts as Secretary to the Committee and
provides advice on corporate governance, legal and regulatory issues
as well as the design and operation of the long-term mcentive schemes
The Committee may request attendance at meetings of members of the
executive team or other third parties as they see fit

ADVISORS TO THE COMMITTEE

The Commuttee has access to detarled external information and research
on market data and trends from independent remuneration consultants
Hewitt New Bridge Street ('Hewiet’) Hewitt were apponted by the
Commuttee to provide advice and data on executive remuneration,
long-term incentives and other remuneration ssues Neither Hewatt, nor
its parent company Hewitt Associates Lirnited, have prov ded any other
Services to the Company du]’lﬂg ‘he )Cal’

The Chairman and Chief Executne are normally invited to attend each
Committee meeting to provide information on corporate or individual
performance to the Committee They may also make recommendations
regarding the remuneration packages of individual Directors Such
recommendations are discussed by the Commuttee and adopted or
amended as the Commttee sees fit No Director 1s present at any part
of a meeting of the Committee when their individual remuneration or
contractual terms are being discussed

REMUNERATION POLICY

The remuneration policy 15 designed to support and encourage the
delnery of the Group’s short-term and long-term business objectives
The Committee aims to ensure that remuneration packages are
sufficently competitive to attract, retarn and motivate executives of the
highest calibre, whilst encouraging sustamnable long-term performance
through the delery of a sigmificant proportion of remuneration in §]P

shares, dEfB]’]’Ed fOT tl’ll’EB years

The short-term and long-term incentive schemes are designed to be
retentn e 1n nature as well as inkmg the value of an award to movements
m the share price, 1n line with shareholder interests Approximately 55—
60% of the total remuneration of the Executive Directors 1s performance
related, except for Mike Wilson, where approximately 40% of hus total
remuneration 1s performance related as he does not participate in the
short term bonus scheme He does participate 1n the long-term mcentive
scheme (the Performance Share Plan), as this plan focuses on long-term
value creation (rather than the more operationally focused annual bonus
plan} Any sharesn the Company whach vest to Mike Wilson wilt be
retained by him until he ceases to be a Director of the Company, less any
shares required to meet any tax liability on vesting

When setting the remuneration policy, the Committee applies the
principles set out m Schedule A of the Combined Code and also takes
into account best practice guidance 1ssued by the major UK institutional
mvestor bodies, the FSA and other relevant bodies The Comnuttee
reviewed the recommendations published by the Walker Review during
the year on supportmg sound risk management when settmg mcentive
arrangerments Further details of the changes made by the Commuttee as
a result of this review are set out on page 51

The Commattee aims (so far as practicable) to set fixed benefits (salary,
pension and fringe benefits) at below the median position for campantes
of a sumilar size in both the UK financial services market and other
sectors, with significant annual bonus and long-term incentive awards
enhancmg an executive’s potentlal total remuneration to above the
median, but only if stretching short-term and long-term performance
targets atre achieved

The Committee acknowledges that it 1s not always pessible to achieve
this palicy in the short-term as the Commuttee does not slavishly follow
comparator data (recogmsing that data can be volatile and must be used
carefully to avoid the risk of an upward ratchet 1n remuneration) or

the need to phase in changes over a period of time  For example, the
Commuttee 15 aware that, in terms of total remuneration, the packages
for the Executive Directors are stall below its assessment of market
median levels, despite the Commuttee’s decision to increase the size of
the annual awards under the long-term incentive scheme (see page 52
for further details)
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SHAREHOLDING GUIDELINES

The Commuttee also operates shareholding guidelines for the Executne
Directors whereby, as and when awards vest under the Performance
Share Plan or other long-term incentive schemes, the Executive
Duirectors are required to retamn no fewer than 50% of the vested shares,
less any shares required to pay any tax liability which arises on vesting,
until such time as a shareholding equialent to 100% of base salary has
been achieved

At the year-end share price of £2 46, the value of shares in the Company
held by Executive Directors as at 31 December 2009, caleulated as a
percentage of their base salary, 15 as follows

Durector Yalue as a % of Base Salary
David Bellamy 617%
Andrew Croft 272%
lan Gascoigne 405%%
David Lamb 302%
Mike Wilson 3,622%
Note

Calculations include beneficial and non beneficial interests in ordinary shares of the Company,
where applicabte

THE WALKER REVIEW

The Commuttee considers carefully every year the level of risk inherent
1n the remuneration pollcy and, during the year, the Committee
reviewed the remuneration policy in light of the recommendations
published 1n the Walker Review of Corporate Governance on 26
November 2009 The Commuittee's deliberations are summarised below

The Remuneration Committee has, for some time, had an overall
responsibility to be aware of the remuneration policies and structures

of the Group as a whole However, the Terms of Reference of the
Committee have recently been amended to include a review of
remuneration policy on a firm-wide basis In addition, the Remuneration
Committee works closely with the Risk Commuttee to ensure that

the mcentive arrangements are appropriately adjusted for risk The
members of the Risk and Remuneration Committees met to discuss the
risk adjustments that should be made to the incentive schemes for the
Executive Directors

The Terms of Reference have also been amended to include oversight
of remuneration policy and outcomes 1n respect of employees earning
on average more than the Executive Directors, although there are no
employees within the SJP Group which fall into this category at present

Deferral of incentive payments has for many years been part of the
remuneration structures at St James's Place 50% ofany sum paid to
executives under the annual discretionary bonus scheme 15 1nvested

in S]P shares and deferred for three years under the Deferred Bonus
Scheme Inaddition, the majority of the incentive pay comes n the form
of a long-term incentn e scheme {the Performance Share Plan) which has
stretching long-term performance targets, subject 1o which awards vest
after a period of three years from the date of the award The Commuttee
has consudered whether there should be a five-year vesting period for
half of the Performance Share Plan awards as recommended in the
Walker Review However, it considers that three years 1s a sufficiently
long vesting period, taking account of the Deferred Bonus Scheme and
that the Executive Directors’ exusting shareholdings are sigmficant The

Commuttee also behieves that S]P’s business model has a lower risk profile
than the largest banks and other financial services companies which were
the main focus of the Walker Review

As stated above, the Executne Directors are expected to build and
maintain a shareholding in the Company worth a mimmum of 100%
of base salary, to be bult up over a period of time The Comnuttee’s
policy on cessation of employment 1s set out under the heading “Service
Agreements’ on page 54

The Board supports the recommendation that the Remuneration
Commuttee report should state whether any Executive Director or other
sentor employee has the rlght to recelve enhanced benefits for any reason
(e g on a change of controly Currently, no Director or employee has
such a right

Finally, the Board w1l take into account and carefully consider any
changes made to the Combined Cede by the Financial Reporting
Counail The Board fully supports the ‘comply or explain’ culture which
forms the basis of comphance with the Combined Code

SALARIES

Salaries are review ed annually at the start of the year, using comparative
company data provided by Hewatt and any increases take effect from

1 March As stated above, the Commttee aims (so far as practicable) to
set fixed benefits (salary, pension and fringe benefits) below the median
position for comparues of a ssmilar size 1n both the UK financial services
market and other sectors, with adjustments then being made to take
mnte account the respoasibility and accountabilines of each role, the
experience of the relevant indisidual and any other relevant factors

The Committee reviewed the salaries of the Executive Directors 1in
January 2010, but agreed with the recommendation from the CEQ

that, in light of the decision by management to freeze the salaries of

all employees in 2010 (other than for those who have been promoted

or where exceptional circumstances exast), 1t would be appropriate to
apply the same policy in relation to the pay of the Executrve Directors
Hawever, the Commuttee approved an increase to David Lamb’s salary
light of his appointment to the Board 1n December 2007 As set out in the
2008 Remuneration Report, the Commuttee has been ncreasing David
Lamb's salary over time 1n recognition of his development n his new role
on the Board and the Committee now believe that 1t 1s appropriate for his
salary to be aligned with lan Gascoigne and Andrew Croft Accordingly,
the 2010 salaries for the Executne Directors are as follows

Director 2009 Salary 2010 Salary
Dawid Bellamy £425,000 £425,000
Andrew Croft £320,000  £320,000
lan Gascoigne £320,000 £320,000
David Lamb £280,000  £320,000
Mike Wilson £315,000 £315,000
ANNUAL BONUS

For 2010, as 1n previous years, the Committee has determined that the
maximum annual bonus will be 120% of salary, with half of any bonus
award payable in cash, the remamder being invested 1n the Company’s
shares and deferred for three years Mike Wilson does not participate 1n
the annual bonus scheme
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The Committee reviewed the operation of the annual bonus plan

and decided that some changes should be made to the performance
conditions for 2010 In previous years, up to 80% of salary was awarded
by reference to growth in European Embedded Value ('EEV’) operating
profit before tax

For 2010, the Commttee decided that 1t was appropriate to measure

the financial performance of the Group using two metrics Up to 40%

of salary will be awarded by reference to grow th in the Group’s EEV
operating profit before tax {calculated as 1in 2009), with the remaimng
40% being awarded by reference to growth in the Group's EEV new
business profit Whilst both measures are used by shareholders to assess
the underlying profitability of the Group, the focus on new business profit
has been introduced to align a greater proportion of Executive Director
remuneration to growth i new business and the control of expenses

The operating profit and new business profit targets set by the Commuittee
are hased on a shding scale, to progressnvely reward incremental
performance, with the bottom end of the scales representing a material
mcrease 1n operating profit and new business profit compared with 2009

Up to a further 40% of salary may be awarded by the Commmuttee by
reference to the perfermance of the Executive Directors as a team, based
on areview by the Commuttee of the performance of the Executive
Directors in compleung the mam non-financial objectnes set out 1n the
2010 business plan, agreed by the Board The Commuttee decided in
2019 1o assess the performance of the Directors as a team as 1t considers
that the emphasis on team performance fits with the culture and
management ethos within the Director team  These chjectives include
expanding the range of investment funds, achieving targets in relation to
exams passed by the Partnership towards Diploma qualifications, growth
i net new funds under management, enhancing the standards of service
for SJP clients, the successful recruitment and retention of hugh quality
new Partners, successfully controlling and mitigating the matenal risks
that could impact the Group and maintaining the Group’s good relations
with its regulators A framework for the assessment of these targets has
been agreed including, where relevant, sliding scale targets

The Commuttee retains the discretion to amend each element of the
bonus, up or down, within the overall cap of 120% of salary, to take into
account other relevant factors such as the Group’s performance compared
to competitor organisations or, for instance, an excepnnnal positive or
negative event which impacts the Group

The mechanisms for Wentifying, assessing, managing and monitoring
risk are an integral part of the management process at St James’s Place
When settng the performance targets for the annual bonus plan, the
Commuittee takes 1nto account the prinaples laid down in the Company’s
Rusk Appetite Statement to ensure that the incentive arrangetents
support the business objectives and do not encourage a culture of
excessive risk taking The Risk Commuttee of the Board has also
reviewed the incentive arrangements from a risk perspective

The Commttee 15 also able to take into account the performance of
the Group on environmental, social and governance (‘ESG’) matters
when assessing the bonus to be paud to the Executive Directors The
Commuittee believes that the Group’s remuneration structure helps to
alleviate ESG risks affecting the Group

No Executive Director has a contractual night to receive an annual bonus
award The satisfaction of the targets set by the Committee 15 assessed by
reference to the Company’s internal management information systems
and verified by the Commuttee, which the Committee believes s the
most appropriate method, given the internal nature of most of the
performance targets Financial performance conditions are also verified
by the Company's auditors

The Committee believes that the annual bonus scheme 15 an effective
incentive for the Executive Directors, whilst at the same time offering
strong retentive charactenstics through the deferred element, which
normally lapses if an executive leaves the Group, as well as being aligned
with shareholder interests due to the value of the deferred element of the
award on vesting being dependent on share price performance

The Committee also believes that the changes to the performance
conditions for 2010 will provide a more rounded assessment of the
performance of the Executn e Directors, together with enhanced risk
mitigation characteristics due to the two different profit-based metrics
and a significant focus on non-financial objectives, including those based
on risk mitigation

LONG-TERM INCENTIVE SCHEME

The executne long term incentrve plan operated by the Company 1s

the Performance Share Plan (‘PSP") approved by sharehelders in 2005
Under the PSP, the Commuttee may make awards of performance shares
to the Executise Directors up to a it of 200% of salary, with such
awards normally vesting after three years, subject to the achievement of
challenging performance conditions and continued employment The PSP
15 also used to make awards to other semor managers within the Group

The Commuttee reviewed the recent grant levels under the PSP (175%

of salary in 2007 and 150% 11 2008 and 2009) and considered whether
this delisered remuneration which was in line with the remuneration
policy set out on page 50 It was clear to the Commuttee that, m order

to provide a remuneration package which comphes with the policy for
potentially above median total remuneration (providing stretching targets
have been achieved), the PSP grant levels needed to be increased (within
the shareholder approved indiv iduat Limits of the plan) for the Executive
Dhrectors, particularly in respect of the CEOQ  As a result, the Commuttee
decided to increase the PSP awards for Andrew Croft, Tan Gascoigne,
David Lamb and Mike Wilson from 150% of salary to 175% of salary

and to increase the PSP award for David Bellamy to 190% of salary
‘When making this decision, the Commuttee noted that the salaries of

the Executive Directors (exctuding David Lamb) had been frozen by the
Comnnttee for two years and that, even after this increase, their potenial
total remuneration would continue to be below the market median

The Commuttee also reviewed the performance conditions for the 2010
PSP awards to ensure that they were appropriately challenging and
provided an appropriate risk adjusted performance measurement basts,
recogmising the patentially higher value of the award

For 2010 PSP awards, the Commuttee approsed some changes to the
performance conditions from those applymg to previous years” awards
Previously two thirds of the award was based on an Earnings Per Share
(‘EPS") performance condition, with the remaining one-third based

on an assessment of the Company's Total Shareholder Return ("TSR")
agamst a comparator group of financial services companies
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For 2010 PSP awards, one-third of the shares 1s subject to the same
EPS grow th condition (based on EEV operating profit), calculated as in
previous years A separate one third of the shares 1s subject to an EPS
based performance condition, but one which excludes the impact of
the EEV unwind of the discount rate as this will provide a better link
to long-term management performance as stock market movements

do not impact this measure The final one-third of the shares 15 subject
toa comparatine TSR condition All three performance conditions are
measured over a single three-year period The Committee believes that
the mmix of these three performance canditions prov wdes an appropriate
balance of targets that both incentivise the executives to achieve
stretching long-term financial performance targets, whilst also keeping
their interests aligned with those of shareholders

The first EPS performance condition 1s calculated by reference to
adjusted consolidated profit after tax on the EEV basis of accounting for
both the life and unit trust businesses (on a fully diluted per share basis)
The effect of the adjustment to the consolidated after tax figures willbe
to strip out the EEV investment vartance and any economic assumption
change 1n the final year of the performance period Shareholders will
appreciate that these factors are not w ithin the control of management
and can praduce wide variations in reported earnings due to stock
market fluctuations Howeser, this measure of EPS 15 still impacted by
stock market movements mn the priot year due to the impact of any such
movements on the unwind of the discount rate 1n the current year

The second EPS performance condition 1s calculated ina similar way to
the first EPS condition, save that a further adjustment 1s made to strip out
the 1mpact of the unwind of the discount rate Thus adjustment eliminates
any direct impact of stock market volatility throughaut the whole three
year period of the performance condition

The Commuttee considered the shding scale between threshold and
maximum performance for each of the EPS-based performance
conditions, being careful to ensure that the ranges are suitably stretching
m the context of the prospects of the Company and the current
challenging operating environment, but without there being any undue
pressure for management to take inappropriate risks

In relation to the one-third of the award based on TSR performance,

the Committee reviewed the benchmark comparator group Previously,
the TSR condition has been based on a basket of companies in the
financial services sector However, due to the difficulues of selecting
companies with a business model sufficiently simlar to the SJP Group
and a reduction 1n appropnate constituents caused by anu mber of
mergers, takeovers and de-listings, the Commuttee decided that, for
2010 awards, the TSR comparator group should be changed to the
constituent compantes of the FTSE 250, excluding investment trusts and
also companies in the FTSE Ol and Gas Producersand FTSE Mining
sectors as therr share prices are likely to be impacted by changes in
commodity prices The Committee has carried out detailed back testing
over several ime periods and this has demenstrated that there has been
Iittle difference betw een the Company’s performance agamst either
group Accordingly, the Commuttee does not believe that this will have a
materal inpact on the vesting profile of future PSP awards linked to the
TSR performance condition

A summary of the shding scale performance conditions 1s set out below

One third of the award based on EPS (including the unwind of the
discount rate)

Average Annual Earnings Growth  Percentage of One-third of Award Exercisable

Below RPIL + 7% Zero
RPI+ 7% 25%
RPI + 16% or more 100%

Between the above points Pro rata between 25% and 100%

One-third of the award based on EPS (excluding the unw ind of the
discount rate)

Avcrage Annual Earntngs Growth Percentage of One-third of Award Exercisable
Below RPL+ 7% Zero
RPI+ 16% 25%
RPI + 16% or more 100%
Between the above points Pro rata between 25% and 100%

One-third of the award based on TSR

Company's Ranking Within F15E 250

Bascd Comparator Group Percentage of Onc-third of Award Exercisable

Below median Zero
Median 25%
Upper quartile 100%

Between the above pornts Pro rata between 25% and 100%

Details of previous awards made under the PSP are set out on page 56
Awards under the PSP are largely satisfied by the i1ssue of new shares in
the Company Full details of the current position of the Company against
its dilution limits are set out on page 59

ALLEMPLOYEE INCENTIVE SCHEMES

All UK employees of the Group, including the Executive Directors, are
eligible to enter into a Save As You Earn ('SAYE’) contract, under which
they are able to save up 1o £250 per month, and at the end of a three-year
savings period acquire shares in the Company at a price not less than 80%
of the market price of the Company’s shares at the date of the imvtation
to part|c1patc

In 2010, all UK employees of the Group, including the Executive
Directors, will be imvited to participate in a Share Incentne Plan,
providing the opportunity to purchase S|P shares up to the value of
£1,500 at the date of appropriation, out of pre-tax salary Matching
shares on a ratio of cne matching share for every ten SJP shares acquired
will be offered The matching shares w1ll be subject to forferture during a
holding period of three years

JoueuIaA0ry Melodio)
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PENSION AND DEATH 1IN SERVICE BENEFITS

Employer contributions of 20% of base salary are made to the money
purchase Group personal pension for the Executne Directors, except for
Mike Wilson who recerves the relevant amount as addiuonal salary due to
the pension cap

The costs of the pension and death in service arrangements for the
Executive Directors during the year ended 31 December 2009 are shown
on page 55

SERVICE AGREEMENTS

It 1s the Commuttee’s policy that service agreements should not contan
notice periods m excess of one year The terms and conditions of the
Directors’ service agreements are reviewed regularly and all service
agreements contain an express obligation on the executive to mitigate his
loss 1n the event the agreement 15 terminated In addition, the Company
reserves the right to pay an amount representing the salue of salary and
benefits in Lieu of any outstanding period of notice on a monthly basts

so that, should the executn ¢ obtain alternative employment during the
notice pertod, the monthly payments can be reduced to take into account
any earnings recenned under the new employment

When considering the size of any proposed termination pay ment, the
Committee would take into account a number of factors including

the health, length of service, age and the performance of the relevant
executne, including the duty to mitigate his own loss, with a broad aim
to avoud rewarding poor performance while dealing fairly with cases
where the departure 15 due to other reasons, for example illness

All of the Executn e Directors have entered into a service agreement with
the Company Each service agreement can be termmnated, inter alia, by
erther party giving the other not less than twelve months’ written notice
No enhanced rights or benefits (other than those previously approved

by shareholders in relation to the Group's share incentne schemes)

are payable to the Executive Directors on termination, resignation or
retirement or as a result of any other event such as a change of control

of the Company The agreements automatically terminate on the 65th
birthday of the executive, except for Mike Wilson, whose agreement
terminates on 31 December 2011, unless otherwise extended by mutual
agreement All the service agreements provide for benefits 1n kind,
including hife assurance, pension provision, private health insurance and a
company car Mike Wilson 1s also entitled to the use of a chauffeur

Further details of the service agreements of the Executive Directors are
provided below

Date Contract

Date Automatically
Diarector of Contract Terminates
Mike Wilsen 27 May 2005 31 December 2011
David Bellamy 8 August 2006 15 April 2018
lan Gascoigne 8 August 2006 7 July 2021
David Lamb 8 August 2006 31 January 2022
Andrew Croft 8 August 2006 11 June 2029

Currently, no Executive Director acts as a non-executive Director on the
Board of another company

NON-EXECUTIVE DIRECTORS
The remuneration of the non-executive Directors 1s determined by the
Board as a whole, within the limits set by the provisions of the Articles

of Assocration A basic annual fee of £25,000 per annum 1s pad to the non-
executive Directors, with addinional fees being paid in respect of Board
commuittee and other responsibliies The Board reviewed the fees pad to
the non-executive Directors in January 2010 and 1t was decided to retan
the 2009 fee structure n 2010, with no increases in non executive pay

Set out below are the annual fees paid to the non-executive Directors in
200% and those currently payable 1n relation to 2010

Date of Year of
2009 Fee 2010 kee Letter of Re—elecuon
Director i3 L Appointment at AGM
Sarah Bates 55,000 55,000 26 July 2004 2011
Steve Colsell# 21,685 25,000 30 January 2009 2012
Jo Dawson# 25,000 2,466 31 May 2006 n/a
Charles Gregson n/a 35,000 7 December 2009 2010
Derek Netherton 55,000 55,000 15 March 1999 2010
Mike Power 58,000 58,000 22 April 2005 2012
Michael Sorkin 72,500 72,500 16 October 2001 2011
Roger Walsom 43,000 43,000 21 July 2005 2012 |
Notes

(1) Feeato Direetors marked with # were pud directby 1o LBG

() | BG were paid 1986 for Andy Hornby s services a3 anon executive Director in 2009 up to the
date of bis resignzuion from the Board on 16 January 2009

{11) Charles Gregson was appointed to the Board on 1 January 2010

(iv) Je Daw son resigned as a non executine Director on § February 2010

The non-executie Directors do not have service contracts or any benefits
in kmnd arrangements and do not participate 1n any of the Group’s pension
or long-term incentive arrangements The term of the appointment

of each non-executive Director {other than those appointed by Lloyds
Banking Group ple (‘LBG") pursuant to the Relationship Agreement
described more fully on page 45)1s for three years, terminating on

the date on which the non-executive Director 1s required to retire by
rotation at the AGM, at which time the appointment will be reviewed by
the Board

PERFORMANCE GRAPH

The graph below, prepared i accordance with the Companies Act 2006,
show s a comparison of the Company’s TSR performance agamnst the
FTSE All-Share index over the last five financial years The Company
considers this to be the most appropriate comparative mdex, given the
broad nature of the index and the companies within it

120
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EH
DIRECTORS REMUNERATION*
Toatal Directors’ remuneration for the year ended 31 December 2009 1s shown below, with comparatve figures for the year ended 31 December 2008
Year Ended Year Ended
3l December 31 December
2009 2008
£ :
Aggregate cmoluments
Fees to non-executine Directors 331,171 333,500
Emoluments to Executine Directors 3,403,572 2,427,783
Apggregate gains on exercise of
share options 1,218 106,874
Company contributions to money
purchase pension schemes
— see Note {(in1) to the table below 332,000 168,000
4,067,961 3,236,157

The following table, which has been prepared in accordance with regulatory requirements, sets out the elements of Directors’ aggregate emoluments

for the year ended 31 December 2009, or for the penod ended 31 December 2009 1f appointed during the year

Dcath [n
Service 2008 2008
Salaries Cash Deferrcd and Other Aggregate Aggregate
and Fees Bonus Bonus Benefits Lkmoluments Emoluments
Director E 13 £ £ £ L
Sarah Bates 55,000 - - - 55,000 55,000
David Bellamy 425,000 233,750 233,750 62,223 954,723 589,968
Steve Colsell 21,685 - — - 21,685 -
Andrew Croft 320,000 176,000 176,000 43,931 715,911 445,281
Jo Dawson 25,000 — - — 25,000 25,000
lan Gascoigne 320,000 176,000 176,000 45,434 717,434 447,230
Andy Hornby 986 - - - 986 25,000
David Lamb 280,000 154,000 154,000 45,849 633,849 373,910
Derek Netherton 55,000 - - — 55,000 55,000
Mike Power 58,000 - - - 58,000 58,000
Michael Sorkin 72,500 - — — 72,500 72,500
Roger Walsom 43,000 - - - 43,000 43,000
Mike Wilson 315,000 - - 66,635 381,635 571,494
Notes
(1) Death in service and other benefits comprise the L o pany car or cash equivalent fuel private healthcare life and cntical illness cover, permanent health insurance and health

screening and are gencrally the amounts which are returned for taxauon purposes
() The feer in reapect of the services of Jo Dawson and Steve Colsell were pald directly to | BG

{u:) Company contributions to moncy purchase pension ichemes for David Bellamy Andrew Croft [an Gascosgne and David Lamb were £33 000, 164,000, £64,000 and L56,000 respectively, being
10% of the base salary Mike Wilion s contributions amountung to £63,000 were paid as additional salary due to the pensicns cap No other Directora had any such contributions made on their behalf

(1v) For the 2009 annual bonus Executive Directors could earn up to 80% of salary by reference to Group performance largely based on grow th in pre tax operating profit and other business plan
objectives sct at the start of the year A further payment of up to 40% of salary could be carned by reference to individual performance based on personal cbyectives set at the start of the year and the

executive s performance generally m 2009

The Committee met an January 2010 to review the performance of the Group and the executives against the objectives set at the start of the year

In ight of the performance of the Group in 2009, particularly an cutstanding final financial quarter in respect of operating profit and other business
plan objectnes, a bonus was paid to the Executive Directors equivalent to 75% of salary (out of a possible 80%) in relation to the Group performance
element of the annual bonus The Committee awarded a further payment of 35% of salary to each of the Executn e Directors for the personal

performance element of the bonus

The level of management’s performance was recogrsed by the Committee as being outstanding in haghly challenging market conditions Metrics
aganst which management performance was assessed included the achievement of objectives set at the start of the year, communication skills,
teamwork, performance in relation to new tasks set during the year, risk management and ather relesant factors Further details of the annual bonus

scheme can be found on pages 51 and 52

As explained on page 31, half of the annual bonus 1s pard 1n cash, with the other half being used to purchase 5]P shares which are held in trust for

three years under the Deferred Bonus Scheme Mike Wilson does not partictpate in the annual bonus scheme
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SHARE AWARDS

The tables below set out details of share awards that have been granted to individuals who were Directors during 2009 and which had yet to vest at

some point during the year

PERFORMANCE SHARE PLAN — AWARDS HELD DURING 2009*

Balance at

Ealanceat Granted Lapsed Exercised 31 December
Dircctor 1 Januoary 2009 n Yeart 1n Year 1 Year (49 2009 Dates from which Exercisable
David Bellamy 131,661 - 23,392 108,269 —_ 2 Mar 2009 to 2 Sept 2009
114,566 — - - 114,566 2 Mar 2010 to 2 Sept 2010
40,276" - - - 40,276 7 Aug 2010 to 7 Feb 2011
229,936 - — - 229,936 3 Mar 2011 to 3 Sept 2011
- 331,168 - - 331,168 2Mar20|2t0256pt20|2
Andrew Croft 121,316 - 21,554 99,762 - 2 Mar 2008 to 2 Sept 2009
114,566 - - - 114,566 2 Mar 2010to0 2 Sept 2010
173,128" - - - 173,128 3 Mar 2011 to 3 Sept 2011
- 249,350 - - 249,350 2 Mar 201210 2 Sept 2012
lan Gascoigne 131,661 — 23,392 108,269 - 2 Mar 2009 to 2 Sept 2009
114,566 - - — 114,566 2 Mar 2010to 2 Sept 2010
173,128" - — - 173,128 3 Mar 2011 to 3 Sept 2011
- 249,350 - - 249,350 2 Mar 2012 to 2 Sept 2012
David Lamb 42,319 - 7,519 34,800 — 2 Mar 2009 to 2 Sept 2009
43,6440 - - — 43,644 2 Mar 2010 to 2 Sept 2010
135,256 - — - 135,256 3 Mar 2011 to 3 Sept 2011
- 218,181 - - 218,181 2Mar2012t025ept2012
Mike Wilson 235,109 — 41,771 193,338 - 2 Mar 2009 to 2 Sept 2009
190,9439 - - - 190,943 2 Mar 2010 to 2 Sept 2010
284,039% - — - 284,039 3 Mar 2011 to 3 Sept 2011
- 245,454 - - 245,454 2 Mar 2012 to 2 Sept 2012

Notes

) These awards were made on 2 March 2007 and 3 March 2008 when the St James s Place share price was £4 42 and £7 585 respectively David Bellamy received a further award on 7 August 2007

followng his appaintment as Chiefl Executive when the 5t James s Place share price was £4 26 per share The performance periods are the three year periods ending on 31 December 2009 and

31 December 2010 respectinely The performance conditions relate to EPS for two thurds of the aw ard and TSR for one third of the award compared to a cotparator group of other financial services
compames For the 2007 awards, the EPS scale starts at RPI +8% for 25% of the award to vest and ends at RP1 +18% for 100% of the award to vest, w ith pro rata vesting between the sud pomnts For
the 2008 awards, the LPS scale atarts at RFI +7% for 25% of theaward to vest and ends at RP1+16% for 100% of the award to vest, with pro rata vesting between the said points For both awards
the TSR shiding scale 1 between median and upper quartile with 25% of the T5R part of the award vesting at median
(1) These awards were made on 2 March 2009 whea the St James s Place share price was £1 73 The performance period is the three year perod ending on 31 December 2011 The performance
conditions relate to EPS for two thirds of the award and TSR for one third of the anard The EPS scale starts at RP1 +7% far 25% of the award to vest and ends at RPL +16% for 100% of the award to
vest with pro rata vesting between the said points The TSR sliding scale vs between median and upper quartile with 25% of the TSR part of the award vesting at median
() These awards were made on 2 March 2006 when the 5t Jamea 3 Place share price was £3 1675 and became exercisable from 2 March 2009 when the 5t James s Place share price was £1 73
[n relation to the two thirds EPS elernent of the award 100% vested with 46 7% vesting in relation to the one third TSR element of the award resulting un 82% of the total number of shares

under the award vesting to the executive
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DEFERRED BONUS SCHEME — SHARES HELD DURING 2009+
The table below sets out details of the awards held by the Directors under the deferred element of the annual bonus scheme during 2009

Balanceat Released Granted Balance at

Director L January 2009 Duning Year® During Yeart 31 December 20091 Yesting Date
David Bellamy 42,968 42,968 - - 8 Mar 2009
35,814 - - 35,814 9 Mar 2010

86,564 - - 86,564 5 Mar 2011

- - 34,931 34,931 4 Mar 2012

Andrew Croft 39,531 39,531 - - 8 Mar 2009
33,000 - - 33,000 9 Mar 2010

64,923 - - 64,923 5 Mar 2011

- - 26,301 26,301 4 Mar 2012

fan Gascoigne 42,968 42,968 — - 8 Mar 2009
35,814 - - 35,814 9 Mar 2010

64,923 - - 64,923 5 Mar 2011

- - 26,301 26,301 4 Mar 2012

David Lamb 30,937 30,937 - - 8 Mar 2009
23,023 - - 23,023 9 Mar 2010

41,478 - - 41,478 5 Mar 2011

- - 73,972 23,972 4 Mar 2012

Notes

(1) These deferred share awards were granted on B March 2006 equal in value ta the exccutive s 2005 annual cash bonus ‘The 5t James s Place share price on the date of the grant was £3 20 and on the
date of release (31 March 2009y was £1 67

{u) These deferred share awards were granted on 4 March 2009 equalin value to the executive s 2008 annual cash bonua Theae shares will be held in trust For a restricted period ending on 4 March
2012 The 5t James s Place share price en 4 March 2009 was £1 85

(ur} Outstanding awards at the year end rrlate to share awards grantedin 2007 2008 and 200% (see (i} above) The share price at the date of the 2007 award (9 March 2007) was £4 4175 and a1 the date
of the 2008 award {§ March 2008) was £2 635

(i) Further details of the deferred element of the annual bonus scheme are set out on page 51

EXECUTIVE SHARE OPTION SCHEMES — OPTIONS HELD DURING 2009*
Details of the options held by the Directors 1n 2009 under the Company s executnve schete and any movements during the year are as follows

Optioas Cpuons
Held at Held at
1 January Granted Exercised 31 December Exercise
Director 2009 1n Year n Year 2009 Price® Dates from which Exercisable
Andrew Croft 30,000 - - 30,000 El 45 15 Mar 2007 to 15 Mar 2012

Nate
{) The exerase price corresponds with the market price (as defined in the Scheme rules) on the date on which the options were granted At 31 December 2009 the mid market price for 5t James s Place
shares was £2 46 The range of prices hetween 1 January 2009 and 3) December 1009 wasbhetween L1 5525 and £2 9020
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SAYE SHARE OPTION SCHEME — OPTIONS HELD DURING 2009
Details of the options held by the Directors in 2009 under the SAYE scheme and any movements during the year are as follows

Options Optons
Held at Held ac
1 January Granted Lapsed Exercised 31 Decombier Exercise

Director 2009 in Year m Year™ 1n Year® 2009 Price Dates from which Exercisable
David Bellam; 4,507 - 4,507 — - £2 13 } May 2011 to 31 Oct 2011
- 6,100 - - 6,100 £1 50 | May 2012 1o 31 Oct 2012
Andrew Croft 3,831 - - 3,831 - £2 44 I May 2009 to 31 Oct 2009
- 6,100 - — 6,100 £1 50 1 May 2012 to 31 Oct 2012
lan Gascoigne - 6,100 - — 6,100 £1 50 1 May 2012 to 31 Oct 2012
David Lamb 4,507 - 4,507 - - £213 1 May 2011 to 31 Oct 2011
- 6,100 — - - EL 50 1 May 2012 to 31 Oct 2012
Mike Wilson 4,507 - 4,507 - - £213 1 May 2011 to 31 Oct 2011
- 6,100 - - 6,100 £1 50 1 May 2012 to 31 Oct 2012

Nates

(1) David Bellamy David [ amb and Mike Wilson cancelled their exisung Sharesave contracts on 27 March 2009 resulting in the lipse of aptinns detailed above

(1} Andrew Croft exercised share options held under the SAYT share option scheme on 13 October 2009 when the mid market close price of St [ames s Place thares was £2 758 The aggregate gain on
the exercise of these options was £1 218

SHARE INTERESTS

ST JAMES'S PLACE PLC*

The anterests of the Directors 1n the share capital of the Company as at 1 January 2009 (or as at the date of appointment, 1f applicable) and as at
31 December 2009 (or as at the date of resignauon, if applicable) are grven below

3t December 2009 i Jaguary 2009
Ordinary Shares of Ordinary Shares of
15 pence cach 15 pence cach

Non- Mon-
Dhrector Beneficial beneficial  Beneficial benelicial
Sarah Bates 13,500 — 13,500 -
David Bellamy 316,184 750,575 747,642 238,100
Steve Colsell? - - - —
Andrew Croft 354,249 — 285,458 -
Jo Dawson - - - -
Tan Gascoigne 497,414 30,000 425,027 30,000
Charles Gregson™ - - - -
Andy Hornby™ - - - -
David Lamb X Arry) 3681 308,040 3,681
Drerek Netherton 20,000 - 10,000 -
Mike Power - - - -
Michael Sorkin - - - -
Roger Walsom 3,194 -~ 3,194 -
Mike Wilson 3,888,361 750,000 3,774,491 750,000
Notes

{i} The beneficsal interests of the Executne Directors set out above Include deferred bonus scheme awards beld n trust for the Directors detatly of which are st out on page 57
{n} The Company s register of Directors interests contain full detais of Directars shareholdings and anv share awards under the Company 1 various share schernes

(ul) Steve Colsell was appoinied to the Board on 30 January 2009

(v} Charles Gregaon was apposnted to the Board on 1 January 2010

(v) Andy Hornby ceased to be a Director of the Company on 16 January 2009

Between 31 December 2009 and 23 February 2010 there were no transactions in the Company's shares by Directors
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DILUTION

Dilution limits agreed by shareholders at the time of shareholder approval of the various long-term incentive schemes allow for the following

— Up to 5% of share capital in ten years to be used for grants to employees under discretionary schemes
— Up to 10% of share capital in ten years to be used for grants to employees under all employee share schemes

— Up to 15% of share capital 1n ten years to be used for grants to employees and members of the St James's Place Partnership (the Group’s sales
force) under all share schemes1 e both the employee and ‘Partner’ share schemes This increased limit reflects the umque structure of the

business and the importance of the Partnership to the ongoing success of the Group

The table below sets out, as at 31 Decernber 2009, the number of new ordinary shares in the Company which have been 1ssued, or are capable of
being issued (subject to the satisfaction of any applicable performance conditions) as a result of options or awards granted under the various long-term

incentive schemes operated by the Company in the ten years prior to 31 December 2009

Number of New Ordinary

Share Scheme

Shares of 15 pence each

% of Total Issued Share
Capital as at
31 December 200%

SAYE schemes 5,826,447 121
Executne share schemes 14,627,829 303
Partners share schemes 37,155,982 77
Total 57,610,258 1195

In addition, as at 31 December 2009, the Group’s Employee Share Trust held 702,061 shares in the Company which w ere purchased in the market to

satisly awards made under the PSP and executive share option schemes

A further 2,117,836 shares, registered to employees under the terms of the Group’s deferred bonus scheme, have been allocated by the Group’s
Employee Share Trust These shares are allocated to the relevant individuals on a restricted basis whereby the recipients are not entitled to the shares
until completion of the three-year restricted period Further details of the deferred bonus scheme are set out on pages 51 and 52

LLOYDS BANKING GROUP PLC*

The Directors had no interests 1n the share capital of LBG as at 31 December 2009 except for the beneficial interests set out below On 16 January

2009 Lloyds TSB and H1BOS merged resulting in new shares being issued in the new entity Lloyds Banking Group plc

31 December 2009
Ordinary Shares

16 January 2009
Ordinary Shares

| January 2009
Ordinary Shares

¢F 10 pence of 10 pence  of 25 pence each
Director eachm LBG cach n1BG w HBOS ple
Steve Colsell 52,411 17,134 720
Jo Dawson 608,360 157,206 259,846
lan Gascoigne 8,086 2,117 3,500
David Lamb 307 124 206
Roger Walsom 567 567 -
Mike Wilson 207 907 1,500

oouewIsAcn) djetodio)

Between 31 December 2009 and 23 February 2010 there have been no transactions 1n shares of the LBG by the Directors

INTERESTS IN SHARES HELD IN TRUSTS

Certain Executive Directors and emp]o:,ees are deemed to have an interestora potentlal interest as Potentlal dlscretl.onary beneficiaries under the
S]P Employee Share Trust Assuch, they were treated as at 31 December 2009 as being interested in 1,075,328 ordinary shares of 15 pence in the

Company, such shares being held by § G Hambros Trust Company (Channel Islands) Lumted, the trustee of that trust

Thus report was approved by the Board of Directors and signed on its behalf by

Michael Sorkin
Chairman, Remuneration Committee

23 February 2010
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Independent Auditors’ Report

to the members of St. James’s Place plc

We have audrted the group financial statements of 5t James’s Place ple
for the year ended 31 December 2009 which comprise the Consolidated
Statement of Comprehensive Income, Consolidated Statement of
Changes in Equity, Consolidated Statement of Financial Position,
Consolidated Statement of Cash Flow s and the related notes The
financial reporting framew ork that has been applied 1n their preparation
15 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,
the directors are responsible for the preparation of the group financial
statements and for being satisfied that they give a true and fair view Our
responsibility 1s to audit the group financial statements i accordance
with apphcable law and International $tandards on Auditing (UK and
Ireland) Those standards require us to comply with the Audiuing
Practices Board’s Ethical Standards for Auditors

This report, including the opmions, has been prepared for and only

for the company s members as a body 1n accordance with Chapter 3 of
Part 16 of the Companies Act 2006 and for no other purpose We do
not, in g ing these apinions, accept or assume responsibality for any
other purpose or to any other person to whom thas report 1s shown or
mto whose hands 1t may come save where expressly agreed by our prior
consent In writing

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit imolves 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 ncludes an assessment of whether the

accounting policies are appropriate to the group’s circumstances and have
P % P

been consistently applied and adequately disclosed, the reasonableness of
significant accounting estimates made by the directors, and the overall
presentation of the financial statements

OPINION ON FINANCIAL STATEMENTS
In our epinion the group financial statements

— gweatrue and fair view of the state of the group's affairs as at
31 December 2009 and of its profit and cash flows for the year then
ended,

— have been properly prepared in accordance with IFRSs a5 adopted by
the European Union, and

— have been prepared in accordance with the requirements of the
Companies Act 2006 and Article 4 of the 1AS Regulation

OPINION ON OTHER MATTERS PRESCRIBED BY THE
COMPANIES ACT 2006

In our opimon

— the information given in the Directors’ Repart for the financial year
for which the group financial statements are prepared 15 consistent
with the group financial statements, and

— the information given in the Corporate Governance Report 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 REFORT
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, 1n
our Oplnlon

— certan disclosures of directors’ remuneration specified by law are not
made, or

— we have not recened all the information and explanations we require
for our audut, or

— acorporate governance statement has not been prepared by the parent
company

Under the Listing Rules we are required to review

— the directors statement on going concern included 1n the corporate
gosernance statement, and

— the part of the Corporate Governance Statement relaung to the
company’s comphance with the mne provisions of the June 2008
Combined Code speaified for our res lew

OTHER MATTERS

We have reported separately on the parent company financial statements
of §t James's Place plc for the year ended 3 December 2009 and on the
information 1n the Directors’ Remuneration Report that 1s described as
having been audited

Craig Gentle (Senior $tatutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Bristol

23 February 2010

Notes

() The financial statements arc published on the webalte of St James s Place plc, www yp co ok
The maintenance and integnity of the St james 1 Place ple webiite 13 the responsibility of the
directors the work carried out by the auditors does not involve consideration of these matters
and accordingly the auditors aceept to responubility for anv changes that may have occurred
10 the financial statements since they were imtially presented oo the website

®

Leglilation In the United Kingdom governing the preparation and dissemimation of financual
statements may duffer from leglslation in other junsdictions

falialiitea LA TN [E(DU‘EUI&
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Consolidated Statement of
Comprehensive Income

Year Endcd Year Ended
3l December 31 December
Note 2009 1008
£ Mallion L Milhon
Insurance premium income 855 9318
Less premiums ceded to reinsurers (305) (339
Nct insurance premium income 550 599
Fee and commission income 101 2 1021
Other investment return 4 2,706 1 (2,390 8)
Other operating income 09 66
Net income 3 2,863 2 (2,222 2)
Policy claims and benefits
— Gross amount (554) (532)
—Remnsurers’ share 221 210
Net policyhelder claims and benefits mcurred (333) (32 2)
Change m insurance contract Liabiliuies
— Gross amount 27 670
—Reinsurers’ share 46 ©n
Net change in 1nsurance contract labilities (45 1) 663
Inyestment contract benefits 22 (2,364 9) 2,5362
Fees, commisston and other acquisitton costs (273 3) (258 4)
Adminstration expenses (114 5) (77
Other operating expenses (36) (34
5 {391 4) (379 %)
Operating profit/(loss) and profit/(loss) before tax 3 285 (314)
Tax on policyholders’ return 7 214 21
Tax on sharehclders' return 7 (10 1) (13 6)
“Total tax credit 7 13 985
Profit for peried 398 671
Other comprehensive income, net of tax - -
Total comprehensive mcome for the period 398 671
Pence Pence
Basic earnmgs per share 8 83 142
Diluted earnings per share 8 82 141

The notes and information ot pages 66 to 96 form part of these accounts

All actwvities are conunuing United Kingdom operations
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Consolidated Statement of Changes in Equity
Treasury
Share Share Shares Retained Muscellanecus
Capieal Prenam Reserye Earnings Reserves Total
£ Million £ Mullon £ Million £ Milhon £ Milhon £ Million
At 1 January 2008 715 82 2 (18 2) 304 7 21 4425
Total comprehensive income for the period 671 671
~ Dhvidends (20 8) {20 8)
— Issue of share capital
- Scrip dividend 01 20 21
— Exercise of options 03 21 24
Consideration paid for own shares 03 (0 3)
Own shares vesting charge 55 G5 -
P&L reserve credit in respect of proceeds from exercise of share
options of shares held in trust a1 ol
P&L reserve credit 1n respect of share option charges 149 149
At 31 December 2008 719 863 {130) 360 5 23 508 0
Total comprehensive income for the penod 398 398
— Dnidends 210y (210}
— Issue of share capatal
— Serip dividend 01 14 15
— Exercise of options 013 28 11
Consideration paid for ow n shares ©3) 03
Own shares vesting charge 56 (5 6) -
P&L reserve credit 1n respect of proceeds from exercise of share
options of shares held in trust 01 01
P&L reserve credit i respect of share option charges 86 86
At 31 December 2009 723 905 (77) 3824 23 5398

Miscellaneous reserves represent other non-distributable reserves

The notes and information on pages 66 to 96 form part of these accounts

SJUSWIDIEIS [eIOURUL]
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Consolidated Statement of Financial Position

M December 3] December

Note 2009 008
4 Million £ Mulion
Assects
Intangble assets
~ Deferred acquisition costs 10 642 4 5649
— Acquired value of in force business 10 541 577
696 5 622 6
Property and equipment 1 104 122
Deferred tax assets 12 187 0 1437
Investment property 13 4017 410 6
Investments
— Equities 12,361 4 9,190 5
— Fixed income securities 2,24% 5 1,009 92
— Investment 1in Collectine Imestment Schemes 1,753 7 1,2394
— Currency forwards 196 Q5
Remsurance assets 20 368 322
Insurance and investment contract recenables 174 149
Tncome tax assets 186 324
Other recenables 16 2350 2299
Cashand cash equnalents 17 1,711 1 2,253 5
Total asscts 19,698 7 15,192 3
Liabilities
Insurance contract habilities 19 3881 338 4
Other provisions 2 48 129
Financial liabilities
— Investment contracts 22 16,994 4 13,109 8
—~ Borrowings 13 26 78
— Currency forwards - 126 6
Deferred tax habilies 24 1878 168 8
Insurance and investment contract payables 215 229
Deferred income 25 401 1 3726
Income tax Liabalities 145 276
Other payables 26 142 4 1611
Net asset value attributable to unit holders 15 1,001 7 3358
Total Labilitics 19,1589 14,6843
Net assets 5398 508 0
Sharcholders’ cquity
Share capital 29 723 n9
Share premmm 905 8613
Other reseres 54) (107)
Retamed earnings 3824 360 5
Total shareholders’ equity 5398 508 0
Pence Pence
Netassets per share 1120 105 9

The financial statements on pages 62 to 96 w ereK\ ed by the Board of Directors on 23 February 2010 and signed onits behalf by

Bellamy : A Croft

Chief Executive Finance Drirector

The notes and information on pages 66 to 36 form part of these accounts
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Consolidated Statement of Cash Flows
Year Ended Year Ended
11 December 31 December
2009 2008
£ Mullion £ Million
Cash flows from operating activitics
Profit/(loss) before tax for the period 285 [E1K)]
Acljustments for
Depreciation 34 38
Amortisation of acquired value of in-force business 36 33
Fair value gains on non-operating investiments (Y] on
Share-based payment charge 86 149
Changes in operating asscts and habilitics
Increase in deferred acquisition costs (775) (80 3)
Decrease m imvestment property 89 2319
(Increase)/decrease 1n 1nvestments (4,943 9) 1,15986
(Increase)/decrease 1n reassurance assets 46) 07
(Increase)/decrease 1n nsurance and investment contract recervables (25) i1
Increase in other receivables (16 5) (88 5)
Increase/(decrease) i nsurance contract liabilities 497 (670)
(Decrease)/ ncrease m provisions [(R)] 76
Increase/(decrease) 1n financial habilities (excluding borrowings) 3,849 6 {1,012 9)
(Decrease)/mcrease i tnsurance and imnestment contract payables (14) 11
Increase 1n deferred income 285 248
(Decrease)/increase 1n other payables (316) 375
Increase in net assets attributable to umit holders 6659 68 2
Cash generated from operations (439 5) 2763
Income taxes recenved/(paid) 122 (319
Net cash from operating activities (4273) 244 4
Cash flows from mvesting activibies
Acquisition of property and equipment Q27 (59
Proceeds from sale of plant and equipment 11 03
Net cash from investing activities (16) (56)
Cash flows from financing activities
Proceeds from the 1ssue of share capital 46 45
Consideration paid for own shares (03) ©3
Proceeds from exercise of options over shares held 1n trust - 01
Repayment of borrowings 52 34
Dividends pard 210 (20 8)
Nct cash from financing activities (219) (199
Net (decreasc)/increase 1n cash and cash equivalents (450 8) 2189
Cash and cash equivalents at 1 January 2,2535 1,9292
Effect of exchange rate fluctuations on cash held (91 6) 105 4
Cash and cash cquirvalents at 31 December 1,711 1 2,2535

Exchange rate fluctuations result from cash held in the unit linked funds

The notes and information on pages 66 to 96 form part of these accounts

SIDUDILIG JeroUEUl]



66 St James s Place plc Registered No 3183415 Annual Report & Accounts 1009

Notes to the Consolidated Accounts

under International Financial Reporting Standards

1 ACCOUNTING POLICIES
St James's Place ple (‘the Company’) 1s a company mcorporated and domiciled in England and Wales

STATEMENT OF COMPLIANCE
"The Group financial statements consolidate those of the Company and 1ts subsidiaries (together referred to as ‘the Group”)

The Group financial statements have been prepared and approved by the Directors in accordance with International Financial Reporting Standards as
adopted by the EU {‘adopted TFRSs")

The Group has adopted the following new and amended IFRSs as of | January 2009

IFRS 2 (amendment), ‘Share-based payment’ (effective 1 January 2009) deals with the definition of 1esting conditions and accounting treatment

of cancellation by the “counterparty’ to the share based payment Speatfically, where employees cease to save ina SAYE scheme, unless a new
scheme has been entered into as a direct replacement, the cessation will be accounted for as an acceleration of vesting and w.ill therefore result in an
accelerated charge 1n the Group's financial statements The impact of the amendment 15 not matertal to the Group or Company's financial statements

IFRS 7 (amendment) ‘Financial instruments — Disclosures (effective 1 January 2009) The amendment requires enhanced disclosures about fair value
measurement by level of a fair value measurement hierarchy The change in accounting policy results in additronal disclosures, which can be seen 1n
Note 27 to the Group financial statements

IFRS 8 {new) ‘Operating segments’ (effective | January 2009} The new standard results in changes to the way operating segments are disclosed
Segments are now disclosed in line with the information regularly reviewed by the ‘Chief Operating Decision Maket’ The resultant disclosure can be
seen in Note 3 to the Group Accounts

1AS 1 (amendment) ‘Presentation of financial statements’ (effectnve 1 January 2009) The revised standard requires ‘non-ow ner changes in equity’ to
be presented separately from ow ner changes in equity tn a statement of comprehensive income, together witha number of terminology changes The
resulung ‘Consolidated Statement of Comprehensn e Income’ replaces the pres ious ‘Consolidated [ncome Statement’ The amendment impacts on
presentation only, and there 1s no impact on the reported results or financial position of the Group

The following new standard has been published and 1s mandatory for the Group's accounuing periods beginning on or after | January 2010 but the
Group has not early adopted the standard

IFRIC 17 ‘Distribution of non-cash assets to owners’ (effectine on or after 1 July 2009) This interpretation provides guidance on accounting for
arrangements whereby an entity distmbutes non cash assets to shareholders erther as a distribution of reserves or as dividends The Group and
Company will apply IFRIC 17 from 1 January 2010 ITtas not expected 1o have a material impact on the Group or Company's financial statements

"The Group financial statements also comply with the revised Statement of Recommended Practice 1ssued by the Assoctation of British Insurers in
December 2005 (as amended in December 2006), in so far as these requirements do not contradict IFRS requirements

BASIS OF PREPARATION
As discussed in the Directors’ Report, the going concern basis has been adopted 1n preparing these accounts

The financial statements are presented in Pounds Sterling, rounded to the nearest one hundred thousand pounds They are prepared on a historical
cost bass except for assets classified as investment property, 1nvestments and currency forwards, and Liabilities classified as investment contracts,
nsurance contracts and third party heldings in unit trusts, which are held at fair value

The preparation of financral statements in conformity with IFRSs requires management to make judgements, estimates and assumptions that affect
the application of pohicies and reported amounts of assets and habilities, income and expenses The estimates and associated assumptions are based
on hustorical expenience and various other factors that are believed to be reasonable under the circumstances, the results of which form the basis of
making the judgements about carrymng + alues of assets and liabiliies that are not readily apparent from other sources Actual results may differ from
these estimates

The estimates and underlying assumptions are restewed on an ongomg basts Revisions to accounting estimates are recognised in the period in which
the estimate 15 revised if the revision affects only that period, or in the period of the revision and future periods if the revision affects both current and
future periods

Judgements made by managementin the application of IFRSs that have signuficant effect on the financial statements and estimates with a sigmificant
risk of material adjustment 1n the next year are discussed 1n Note 2

The accounting policies set out below have been applied consistently to all perods presented in these consolidated financial statements
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(3a) Basis of Consolidation

The consolidated financial 1nformation incorporates the assets, habilities and the results of the Company and of its subsidianies Subsidiartes are
those entities 1n which the Group directly or indirectly has the power to govern the financial and operating policies 1n order to gain benefits from
its activities (including umit trusts in which the Group holds more than half of the units) The Financial statements of subsicharies are included in the
consolidated financial statements from the date that control commences until the date that control ceases

Intragroup balances, and any income and expenses or unrealised gans and losses arising from intragroup transactions, are eliminated i preparing the
consolidated financtal statements

(b) Product Classification
The GTDUP'S Produ.cls are C]asslﬁed for aCCOuntlng pul‘poses as elther Insurance contracts or im estment contracts

(¢} Insurance Contracts
Insurance contracts are contracts that transfer sigmificant insurance risk The Group’s product range mcludes a variety of term assurance and whole of
Life protection contracts imvolving significant msurance risk transfer

(i) Imestment Contracts
Contracts that do not transfer significant insurance risk are treated as investment contracts The majority of the business written by the Group 1s umit
hinked investment business and 15 classified as investment contracts

(c) Long-tcrm Business

{1} Insurence Premum Revenue

For umt linked insurance contracts, premums are recogmised as revenue when the liabilities arising from them are recogmsed  All other premiums
are accounted for when due for payment

Inmvestment contract premiums are not included in the income statement but are reported as deposits to 1 estment contract hiabilities in the
balance sheet

(1) Revenue from Investment Contracts

Fees charged for services refated to the management of investment contracts are recognised as revenue as the services are provided Inital fees,
including dealing margins from umt trusts, which exceed the lesel of recurring fees and relate to the future provision of services, are deferred
These are amortised over the anticipated period i which seryices will be provided

(1) Policy Claims and Benefits
For insurance contracts, death claims are accounted for on notification of death Critical 1lIness claims are accounted for when admitted  All other
claims and surrenders are accounted for when payment 15 due

For investment contracts, benefits paid are not included in the income statement but are instead deducted from i estment contract habilies
The movement 1n investment contract benefits within the income statement principally represents the investment return credited to policyholders

(1v) Acquisttion Costs

For tnsurance contracts, acquisition Costs Comprise direct costs such as imtial commission and the indirect costs of obtammg and processing new
bustness Acquisition costs which are incurred during a financial year, net of any :mparment losses, are deferred and then amortised over the peried
during which the costs are expected to be recoverable and in accordance with the incidence of future related margins

SIUIUIDILIS [eLURUL

For investment contracts, only directly attributable acquisition costs, which vary with and are related to securing new contracts and renewing
existing contracts, are deferred to the extent that they are recoverable out of future revenue These deferred acquisition costs, which represent the
contractual right to benefit from providing investment management services, net of any impairment losses, are amortised on a straight-hine basis over

the expected lifetime of the Group's investment contracts All other costs are recogmised as expenses when incurred

(v} Insurance Contract Liabilinies

Insurance contract Liability provisions are determimed follow ing an annual actuanial investigation of the long-term fund 1n accordance with regulatory
requirements The provisiens are calculated on the basis of current information and using the gross premium valuation method The Group’s
accounting policies for insurance contracts meet the minimum specified requirements for hability adequacy testing under IFRS 4, as they consider
current estimates of all contractual cash flows, and of related cash flow such as claims handling costs

Long-term business provisions can nexer be defimtive as to their timing nor the amount of claims and are therefore subject to subsequent
reassessment on a regular basis
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Notes to the Consolidated Accounts
under International Financial Reporting Standards
contmnued

1 ACCOUNTING POLICIES CONTINUED

(vs) Investment Contract Liabilitres

All the Group's investment contracts are umit hinked Umit Linked Labilities are measured at fair value by reference to the value of the underlying net
asset value of the Group's unitised investment funds, determined on a bid value, at the balance sheet date An allowance for future tax to be paid or
recovered 1n respect of capital gains and losses in the unit linked funds, discounted to reflect the time period o er which such gains and losses are
expected to be realised for tax purpeses, 15 also reflected in the measurement of unit linked habilities Investment contract habilities are recogmised
when units are first allocated to the po]lC) holder, they are derecogmsed when units allocated to the policyhelder have been cancelled

The decision by the Group to designate sts unit linked labilities as fair value through the income statement reflects the fact that the underlying
investment portfolio 1s managed, and 1ts performance evaluated, on a fair value basis

(v21) Insurance and Investment Contract Recevables and Payables
Insurance and 1 estment contract recervables and payables are imuially recognised at fair value and subsequently at amortised cost less
impairment losses

(d) Reinsurance

Reinsurance premums are accounted for when due for payment and reinsurance recoseries are accounted for in the same period as the related claim

Reinsurance assets represent amounts recoverable from reinsurers in respect of outstanding claims and 1n respect of insurance contract Labilities, net
of any future rensurance premimums payable and after allowance for any impairment losses

{(e) Fecand Commission Income

Fee and commussion tncome primarily consists of management fees on mnvestment contracts {see accounting policy Note ¢ (1)) and commission due
1n respect of products sold on behalf of third parties Commission is recogmised in full on acceptance and inception of the policy by the product
provider Where the product provider retains the right to clawback of commussion on an indemnuty basts, turnover on sale of these products s
recogmised net of a provision for the estimated clawback

(f) Investment Return

Investment return comprises investment icome and investment gains and losses Investment income ncludes dwidends, interest and rental income
from mvestment properties under operating leases Dividends are accrued on an ex-dividend basis, and rental income s recognised in the income
statement on a straight-line basis over the term of the lease Interest, which 1s generated on assets classified as fair value through profit and loss, 1s
accounted for on an accruals basis

{g) Expenses

{1} Commission

Commission expense 15 recogmsed in respect of manufactured msurance and investment business, together with third party preducts Commussion
comptises inttial comrmission {patd at policy outset within the ‘intial period’), renewal commission (payable on regular contributions) and trail
commmssion (based on funds under management and payable on the policy anniversary) Initial and renewal commuission are recognised in line with
the associated premium 1ncome, but mitial commission on msurance and investment contracts may be deferred as set out 1 accounting policy (c) (1)
Trail commussion 1s recogmsed on an accruals basis

Commission n respect of some insurance and investment business may be paid 1n advance on renewal premiums and accelerated by up to five years
The unearned element of this accelerated commussion 1s recognised as an asset within other recenables Should the contributions reduce or stop

vuthm thC mlt}al PEl’iOd, an}r um:a.rned COMIIMILSSION 15 clawecl back

{11} Operating Lease Payments
Leases where a sigruficant proportion of the risks and rewards of ownershup 1s retained by the lessor are classified as operating leases Payments
made under operating leases are recognised 1n the income statement on a straight-hne basis over the term of the lease Lease incentives recenved are

recogmised 1n the income statement as an integral part of the total lease expense and are spread over the life of the lease

(h) Income Taxes

Income tax on the profit or loss for the year comprises current and deferred tax payable by the Group i respect of policyholders and shareholders
Income tax 13 recognised 1n the income statement except to the extent that it relates to nems recognised directly in equity, in which case 1t 1s
recognised in equuty

() Current Tax
Current tax 1s the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted at the balance sheet date,
and any adjustment to tax payable in respect of previous years
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(1) Deferred Tax

Deferred tax 15 provided using the balance sheet Liability method, providing for temporary differences between the carrying amounts of assets and
Liabtlities for financial reporting purposes and the amounts used for taxauon purposes The following differences are not provided for the initial
recognition of assets or liabilities that affect neither accounting nor taxable profit, and differences relating to investments in subsidiaries to the extent
that they will probably not reverse in the foreseeable future The amount of deferred tax provided 15 based on the expected manner of realisation or
settlement of the carrying amount of assets and habilities, using tax rates enacted or substantively enacted at the balance sheet date

A deferred tax asset 1s recognrsed only to the extent that it 1s probable that future taxable profits will be available against which the asset can be
utillised Deferred tax assets are reduced to the extent that it 1s no longer probable that the related tax benefit will e reahsed

{t11) Policyholder and Shareholder Tax

The total income tax charge 1s a separate adjustment within the imcome statement based on the movement 1n current and deferred income taxes
in respect of income, gains and expenses The allocation betw een shareholders and policy holders 15 based on the returns recognised within
these categories

{1} Dividends
Dividend distributions to the Company's shareholders are recognised 1n the peried 1n which the dividends are paud, and, for the final dividend, when
approved by the Company's shareholders at the Annual General Meeting (‘AGM’)

()) Intangible Asscts
(1) Deferred Acquisitron Costs
See accounting policy Note ¢ (1v)

(1) Acquared Value of In force Busmess

The acquired value of in-force business in respect of insurance business represents the present value of profits that are expected to emerge from
insurance business acquired on business combinations It 1s calculated at the time of acquisition using best estimate actuarial assumptions for interest,
mortality, persistency and expenses, net of any impairment losses, and it 1s amortised as profits emerge over the anticipated lives of the related
contracts in the portfolio An intangible asset 1s also recognised in respect of acquired investment management contracts representing the fair value of
contractual rights acquired under those contracts The acquired value of in-force business 1s expressed as a gross figure 1n the balance sheet with the
associated tax included within deferred tax hiabilities

(k) Property and Equipment
Ttems of property and equipment are stated at cost less accumulated depreciation and impairment losses (see accounting policy Note (p) The deemed

cost of ow ner occupied property ts the fair value deterrmined by an independent valuer as at 1 January 2004, the date of transitton to IFRS

Depreciation is charged to the income statement on a straight-line basts over the estimated useful lives of the property and equipment as follows

Computers 3 years
Fixtures and fittings 5 years
Office equipment 5 years
Motor vehicles 4 years
Buildmngs 50 years

() Investment Property
Imvestment properties, which are all held within the umit linked funds, are properties which are held to earn rental income and/or for capial
appreciation They are stated at fair value

SJUdRILIS [eOURUT]

An external, independent valuer, having an appropriate recognised professional qualification and recent experience in the location and category of
property being valued, values the portfolio every month

The fair values are based on market values, being the estimated amount for which a property could be exchanged on the date of valuation between a
willing buyer and a willing seller 1n an arm’s length transaction after proper marketing wherein the parties had each acted knowledgeably, prudently
and without compulsion

Any gam or loss arising from a change 1n fair value 1s recognised in the income statement Rental income from investment property 15 accounted for as
described 1n accounting policy Note (f)
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Notes to the Consolidated Accounts
under International Financial Reporting Standards
continued

1. ACCOUNTING POLICIES CONTINUED

{m) Investments

The Group’s imvestments are all classified as fair value through profit and loss, with all gains and losses recognused within investment income 1n the
income statement The fair values of quoted financtal investments, which represent the vast majority of the Group’s investments, are based on current
bid prices If the market for a financial mvestment 1s not active, the Group establishes fair value by using valuation techmques such as recent arm's
length transactions, reference to similar histed 1nvestments, discounted cash flow models or option pricing models

The dectsion by the Group to designate its imvestments at fair value through the income statement reflects the fact that the nvestment portfoho1s
managed, and 1ts performance evaluated, on a fair value basis

The Group recognises purchases and sales of investments on trade date  The costs associated with investment transactions are mcluded within
administration expenses in the income statement

{n) Currency Forwards
The Group uses currency forwards within some unit linked funds to hedge exposure te foreign currency Each contract 1s recogmised initally and
subsequently at fair value, based on quoted market prices, with all changes in value recognised within investment income 1n the income statement

(o) Other Recevables
Other recenables are stated at amortised cost less impairment losses

(p) Impairment Policy

Formal reviews to assess the recoverability of deferred acquisition costs on 1nsurance and investment contracts, the acquired value of in-force business
and loans are carried out at each balance sheet date The recoverability of such assets 1s measured and the asset 1s deemed impaired if the projected
future margins are less than the carrying value of the asset The carrying amounts of the Group's other assets that are not carried at fair value are

also reviewed at each balance sheet date to determine whether there 15 any indication of impairment If there 1s any indication of irrecoyerabihity or
mmpairment, the asset’s recoverable amount 1s estimated based on the present value of 1ts estimated future cash flows

Imparrment losses are reversed — through the income statement —1f there 15 a change in the estimates used te determine the recoserable amount
Such losses are reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined,
net of depreciation or amartisation w here applicable, if no imparrment loss had been recognised |

(q) Cash and Cash Equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly liquid investments, and bank overdrafts to
the extent that they are an integral part of the Group's cash management

{r) Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past e ents such that 1t 1s probable that an
outflow of economic benefits will be required to settle the obhgation and a reliable estimate of the amount of the obligation can be made Provisions
are measured as the discounted expected future cash flows taking account of the risks and uncertainties associated with the specific hability where
appropriate The Group recogmses provistons for onerous contracts when the expected benefits to be derived from a contract are less than the
unavoidable costs of meeting the obhigations under the contract

(3) Borrowings |
Borrowings are measured imtially at fair value, net of directly attnibutable transaction costs, and subsequently stated at amortised cost The

difference between the proceeds and the redemption value 1s recognised 1n the income statement over the borrowing period on an effective interest

rate basis Borrowings are recognised on drawdown and derecognised on repayment

{Y) Other Payables
Other payables are stated at amortsed cost

(u} Net Assct Value Attributable to Unit Holders

The Group consolidates unit trusts in which it holds more than half of the units The third party interests in these unit trusts are measured at fair
value, since the underlying investment portfolios are managed on a fair value basis, and they are presented in the balance sheet as net asset value
attributable to unit holders Tncome attributable to the third party interests 1s accounted for within investment income, offset by a corresponding
change 1n 1nvestment contract benefits

{v) Employce Benefits

(1) Pension Obligations

The Group operates a defined contribution personal pension plan for 1ts employees Contributions to this plan are recognised as an expense in the
mcome statement as incurred
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(11} Share-based Payments

The Group operates a number of share based payment plans The fair value of equity instruments granted 1s recogrised as an expense spread over
the vesting period of the mstrument, with a correspanding increase n equity in the case of equity settled plans The total amount to be expensed 1s
determrned by reference to the fair value of the awards at the grant date, measured using standard option priang models

At each balance sheet date, the Group revises its estimate of the number of equity instruments that are expected to vest and it recognises the impact
of the revision of original estimates, 1f any, 1n the income statement, such that the amount recognised for employee services are hased on the number
of shares that actually vest The charge to the income statement 1s not revised for any changes in market vesting conditions

(w) Treasury Shares

Where any Group company purchases the Company's equity share capital, the consideration paid i1s deducted from equity attributable to
shareholders, as disclosed in the Treasury Shares reserve Where such shares are subsequently sold, reissued or otherwise disposed of, any
consideration recenved 15 included in equity attributable 10 shareholders, net of any directly attributable incremental transaction costs and the related
income tax effects

{x} Foreign Currency Translation
The Group’s presentational and funcuional currency 1s Pounds Sterling

Foreign currency transactions are translated into Sterhing using the approximate exchange rate prevailing at the date of the transactions Monetary
assets and habilities denominated in foreign currencies are translated using the rate of exchange ruling at the balance sheet date and the gan or losses
on translation are recognised 1n the income statement

Non-monetary assets and liabilities which are held at hustorical cost are translated using exchange rates presailing at the date of transaction, those held
at fair value are translated using exchange rates ruling at the date on which the fair value was determimed

{y) Segment Reporting

Operating segments are reported in a manner consistent with the internal reporung provided to the chief operating dectston maker The chief
operating deaision maker, which 15 responsible for allocating resources and assessing performance of the operating segments, has been Wentified as
the Board of the Company

(z) Current and Non-current Dasclosure
Assets which are expected to be recovered or settled no more than twelve months after the balance sheet date are disclosed as current within the
notes to the accounts Those expected to be recovered or settled more than twelve months after the balance sheet date are disclosed as non-current

Liabihties which are expected and due to be settled no more than twelve months after the balance sheet date are disclosed as current within the notes
to the accounts Those labilities which are expected and due to be settled more than twelve months after the balance sheet date are disclosed as non-
current

Deferred tax balances are all treated as non-current

2 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

JUDGEMENTS

The primary area in which the Group has applied judgement in applying accounting policies Lies in the classification of contracts betw een insurance
and imvestment business Contracts with a sigmificant degree of insurance risk are treated as insurance All other contracts are treated as insestment
contracts The Group has also elected to treat all assets backing linked and non-unit hinked contracts as fair value through profit or loss although some
of the assets 1 question may ultimately be held to maturuy

ESTIMATES
The principal areas 1n which the Group apphes accounting estimates are

— determuiming the value of insurance contract habihites,

- deading the amount of management expenses that are treated as acquisition expenses,

— amortisation and recoverability of deferred acquisition costs and deferred income,

— determining the fair value, amortisation and recoverability of acquired m-force business, and
— determimng the fair value Lability 1o policyholders for capital losses in unit funds

Estimates are also applied in determining the amount of deferred tax asset recognised on unrelieved expenses and the value of other provisions

$IUDWDIL]S [eroueul]
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2 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES CONTINUED
Mecasurement of Insurance Contract Liabilhitics
The assurnptions used in the calculation of insurance contraet Labilities that have a significant effect on the income statement of the Group are

— the lapse assumption, which 1s set prudently based on an i estigation of experience durmg the year,

— the level of expenses, which 1s based on actual expenses i 2009 and expected long term rates,

- the mortahty and morbidity rates, which are based on the results of an 1nvestigation of experience during the year, and
- the assurned rate of mvestment return, which is based on current gilt rates

Greater detail on the assumptions applied s show nin Note 19

Acquisition Expenses

Certain management expenses vary with the level of sales and have been treated as acquisition costs Each lime of costs has been reviewed and 1ts
varability to sales volumes estimated on the basis of the level of costs that would be incurred if sales ceased

Amortisation and Recoyerabilaty of Deferred Acquisition Costs (*DAC’) and Deferred Income (*DIR’)

Deferred acquisition costs and income on nvestment contracts are amortised on a straight-line basis over the expected hifetime of the underlying
contracts The expected lifetime of the contracts has been estimated from the experienced termination rates and the age of clients at nception
and maturity

Deferred acquisition costs and income on mnsurance contracts are amortised over the period during which the costs are expected to be recorerable in
accordance with the projected emergence of future margins

Deferred acquisition costs relating to insurance and investment contracts are tested annually for recoverability by reference to expected future
income levels

Acquired In-force Business

There have been no new business combinations durlng the year The acqmred value of the in-force business 15 amortised on a basis that reflects the
expected profit stream arising from the business acquired at the date of acquisiion Thus profit stream 1s esumated from the expenienced termination
rates, expenses of management and age of the clients under the indnidual contracts as well as global estimates of investment groseth, based on recent
expertence at the date of acquisition

The acquired value of 1n-force business relating to insurance and investment contracts 1s tested annually for recoverability by reference to expected
future income levels

Valuing Capital Losses 1n Umit Funds
In hine with 1AS 12 the Group has recogrused a deferred tax asset in relation to capital losses at the balance sheet date This asset has been tested for
impairment against the level of capital gains realistically expected to arise in future

Much of the benefit of the deferred tax asset on capital losses will be shared with policyholders The policyholder investment contract liability has
therefore been increased to reflect the fair value of this additional benefit The assumptions that have a significant effect on the fair value of the
Liability are as follows

— The assumed rate of investment return, which is based on current gilt rates
The lapse assumption, which is set prudently based on experience during the year
— The assumed period for development of capital gains, which 1s estimated from recent experience

3 SEGMENT REPORTING

The Group has adopted IFRS 8 Operating Segments with effect from 1 January 2009 IFRS 8 requires operating segments to be identified on the basis
of internal Teports about components of the Group that are regularly reviewed by the chief operating decision maker m order to allocate resources to
the segment and to assess its performance Due to the mature of the Group's internal reporting, there 1s considered to be no difference between the
previous segments reported under business and geographucal segments and those now required to be reported under the new standard The Group’s
reportable segments under IFRS 8 are therefore as follows

t  Life business — offering pensions, protection and investment products through the Group's life assurance subsidtaries
2 Unit trust business — offering unit trust investment produets, including 18As, through the St James’s Place Unit Trust Group

3 Other - offering financial products such as annuities, mortgages and stakeholder pensions, from third party providers
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Separate geographical segmental information 1s not presented since the Group dees not segment its business geographically, its customers being based

and its assets managed predominantly in the United Kingdom
The income, profit and assets of these segments are set out below

SEGMENT INCOME
Annual Premium Equivalents ("APE’)

APE, being regular premiums plus one tenth of single premiums, 15 the income measure that 1s momitored on a monthly basis by the cluef operating

decision maker

Year knded Year Ended
31 December 31 December
2009 2008
£ Mallion £ Million
Life business 3109 288 6
Unit trust business 892 685
Other business 407 619
Total APE 4408 4190
Adjustments to IFRS basis
Life business
Exclude imestment business APE (306 2) (281 9)
Difference betweennsurance business APE and premium recenvable 808 871
Less nsurance premium mcome ceded to reinsurers (305) (33 9)
Net moverment on deferred income G5 (79
Investment income {primarily in unit limked funds) 2,523 3 (2,322 2)
Unit trust business
Exclude unit trust APE (892) (68 5)
Fee mncome (dealing profit and management fees) 896 814
Net movement on deferred income (230) (16 8)
Investment incotne 04 25
Other business
[Dhfference between APE and income receivable (06) (16 5)
Investment income on thurd party holdings in consolidated umit trusts 1801 7D
Other mvestment income 23 66
Other operating income 09 66
Total adjustments 2,422 4 (2,641 2)
Net mcome 2,863 2 (2,222

All revenue 1s generated by external customers and there are no transactions between operating segiments
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3 SEGMENT REPORTING CONTINUED

SEGMENT PROFIT

European Embedded Value (*EEV’} Operating Profit before Tax

EEV operating profit before tax 1s momtored on a monthly basis by the chief operating decision maker The components of the EEV operating profit
are included 1n more detail in the Supplementary Information on EEV Basis within the Annual Report and Accounts on pages 105 to 113

Year Ended Year Ended
31 December 31 December
2009 2008
£ Malhon £ Mallion
Life busmess 175 1 174 1
Unit trust business 743 50 8
Other business {20 5) (20 6)
EEV operating profit before tax 2289 204 3
Imv estment return sariance 148 2 (320 6)
Economic assumption changes (139) 04
EEV profit/ (loss) before tax 3632 (1159
Adjustments to IFRS basis
Movement i Life value of in-force (234 8) 191
Movement i unit trust value of in-force (999) 65 4
1FRS profit/(loss) before tax 285 G314
Year Ended Year Ended
31 December 31 December
2009 2008
£ Mallion £ Millon
IFRS scgment result
Life business
— Shareholder 536 832
— Policyholder tax gross up {21 4) (112 5
Unit trust busimess 168 181
Other business (20°5) (20 6)
Operating profit/(loss) and profit/(loss) before tax 28 5 (31 4)

Included within both the EEV and IFRS profit before tax are the following

Year Ended Year Ended
31 December 31 December

2009 2008
EMilbon £ Millon
Interest mcome 40 175

Depreciation 34 LR
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SEGMENT ASSETS
Funds Under Management (‘FUM?)

FUM within the St James's Place Group are monitored on a monthly basis by the chief operating decision maker

31 December

31 December

2009 2008
£ Million i Million
Total FUM 21,4000 16,3000
Exclude external holdings tn non-consolidated unit trusts (3,2072) {(2,6452)
Add halance sheet habilities 1n urut linked funds 490 2096
Adjustments for other balance sheet assets excluded from FUM
DAC 642 4 564 9
PVIF 541 577
Property and equipment 104 122
Deferred tax assets 1870 1437
Fixed income securities 533 493
Collective Investment Schemes 1637 1737
Reinsurance assets 368 322
Insurance and investment contract recervables 17 4 149
Income tax assets - 186 324
Other recenables 146 6 140 6
Cash and cash equnalents 672 617
Other adjustments 594 446
Total adjustments (1,701 3) (1,107 7)
Total asscts 19,6987 15,1923
4 OTHER INVESTMENT RETURN
Year knded Year Ended
31 December 31 December
2009 2008
£ Million & Mulion
Dividend income 1491 3858
Interest income 140 6 102 3
Rental mcome 307 346
Net realised (losses)/gains (114 5) 107 3
Net unrealised gasns/(losses) 2,1201 (2,943 1)
Income/ (loss) attributable to thurd party holdings m unut trusts 1801 an
Total other investment return 2,706 1 (2,390 8)
5 EXPENSES
The follow:ing 1tems are thcluded within the expenses disclosed in the income statement
Year Ended Year Ended
31 December 31 December
2009 2008
£ Million & Mill:on
Employee costs {see Note 6) 46 5 410
Depreciation 34 i8
Amorusation of acquired value of in-force business 36 33
Amortisation of DAC 659 557
Payment under operating leases 107 106
Fees payable to the Company s auditor for the audit of the Company's annual accounts 01 0l
Fees payable to the Company’s auditor and 1ts assocrates for other services
— The audit of the Company s subsidiaries pursuant to legislation 03 04

— Other services pursuant to legrslation

SUDUDIRIS [elDUTUL]
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6 EMPLOYEE COSTS

Year kndecd Year Ended

31 December 31 December

2009 2008

£ Malhhon £ Malhos

Wages and salaries 186 337
Social security costs 46 41
Pension costs in relation to defined contribution schemes 33 32
Total employec benefits 465 410
Average number of persons employed by the Group during the year 669 669

The above information includes Directors' remuneration Details of the Directors’ remuneration, share options, pension entitlements and interests in

shares are disclosed in the Remuneration Report on pages 55 to 59

The total cost of employer contributions to defined contribution personal pension plans for the Group's employees during the year was £3 3 nullion

(2008 £3 2 million)
"The cost of share awards and options for employees was £4 3 million (2008 £5 1 mullion)

7 INCOMETAXES

Year Ended Year Coded
31 Drecember 31 December
2009 2004
£ Million £ Mallion
Policyholder tax
Oherscas withholding taxes 161 225
Deferred tax on ehigible unrelieved foreign tax 84 84
Deferred tax on unrehiesed expenses
— Current year credit 34) 28
— Prior year credit 54 -
Deferred tax on unrealised gains and capital losses 1n unit hinked funds (424) (120 1)
UK corporation tax
-- Current year charge - 15
— Prior year credit (55 4 8)
Total policyholder tax credit for the year (21 4) (121
Sharcholder tax
UK corporation tax
— Current year charge (28%) 3o 08
— Prior year charge (28 5%) (L {26)
— Overseas taxes 04 20
23 02
Deferred tax on pension business losses
— Current year credit 11 259
— Prior year crednt 27) 34
Deferred tax charge on other items
— Current year charge 101 193
— Prior year crednt 07) -
Total sharcholder tax charge for the year 101 136

Where deferred tax balances represent future adjustments at the policyholder rate, these are recognised as policyholder stems
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Year Ended Year Ended
31 December 31 December
2009 2008
£ Million i Mo
Reconcihation of tax charge
Profit/{loss) before tax 285 314
Tax at 28% (2008 28 5%) 80 ()]
Effects of
Deferred tax on unrehieved expenses current year (34 (28
Deferred tax on unreheved expenses prior year 54 -
Overseas withholding tax in unit linked funds 100 129
Deferred tax in respect of unit linked funds (30 6) (86 8)
Shareholder deduction for policyholder tax 15 0 4)
Adjustments to reserves 12 06
Policyholder tax rate differential 45 ®1
Prior year items 99 (109)
Change in tax rate - (C 3)
Other adjustments 20 42
Total tax credat for the year (11 3) (98 5)
The policyhalder tax rate differential relates to the effect of the difference betw een the shareholder tax rate of 28% and the policyholder tax rate
of 20%
8 EARNINGS PER SHARE
Year Ended Year Ended
31 December 31 December
200% 2008
Pence Pence
Basic earnngs per share ('EPS’) 813 142
Miluted EPS 82 14 1
The EPS calculations are based on the following Figures
Year Ended Year Ended
31 December 31 December
2009 2008
£ Milion L Mullion
Earnings
Profit after tax ( for boch basic and diluted EPS) 398 671
Adjusttnents - -
Adjusted profit (for both bastc and diluted EPS) 328 671
Weighted average number of shares
Weighted average number of ordinary shares in 1ssue (for basic EPS) 4773 4731 8
Adjustments for outstanding share options 67 25
Weighted average number of ordinary shares {for difured EPS) 484 0 476 1
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9 DIVIDENDS
The following dividends have been pawd by the Group

Year Ended YearEnded  Year Ended Year Ended
3| December 31 December 31 December 31 December

2009 2008 2009 2008

Pence Per Fence Per
Share Share £ Mullion £ Milion
Final dinidend 1n respect of previous financial year 2.55 255 122 121
Interim dnidend in respect of current finaneial year 184 184 88 87
Total 439 439 210 208

The Directors have recommended a final dividend of 2 66 pence per share (2008 2 55 pence) Thisamounts to £12 8 million (2008 £12 2 mithen)
and will, subject to shareholder approval at the AGM, be paid on 18 May 2010 to those shareholders on the register as at 5 March 2010

10 INTANGIBLE ASSETS

Deferred Acquesition Costs

Life Life Uit trust Acquired
Business Business Business Value of
—Insurance —Investment —Ipsestment In-force
DAC DAC DAC Total DAC Business Total
L Milhon £ Milhen £ Milhon L Millien £ Million £ Mialhon
Cost
At | January 2008 792 462 1 109 6 650 9 734 724 3
Additions 80 103 4 246 136 0 - 136 0
At 31 December 2008 8712 565 5 134 2 7869 734 860 3
At 1 January 2009 872 5655 1342 7869 FER Y B60 3
Additions 63 106 9 02 143 4 - 143 4
At 31 December 2009 938 6724 164 4 93013 734 1,003 7
Amortisation
At 1 January 2008 525 94 1 197 156 3 124 178 7
Charge for the year 93 375 89 557 33 590
At 3t December 2008 618 1316 286 2220 157 2377
At 1 January 2009 618 1316 2d6 2220 157 2377
Charge for the ycar 96 458 105 659 36 695
At 31 December 2009 714 177 4 191 2879 193 307 2
Carrying value
At 1 January 2008 267 3680 899 484 6 610 545 6
At 31 December 2008 154 4339 105 6 564 9 577 622 6
At 31 December 2009 21 495 0 1253 6424 541 696 5
Current 580
Non current 638 5
696 5
Outstanding amortisation period
At 31 December 2008 6 years 14 years 14 years 17 years
At 31 December 2009 6 years 14 years 14 years 16 years

Amorusation of deferred acquisition costs 1s charged within the fees, commussion and other acquisition costs line 1n the income statement
The armnortisation of the acquired value of in force business 1s charged within other operating expenses
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11 PROPLRTY AND EQUIPMENT

hixtures, hmng;,

Computers and Maotor Land and
Office Equipment Yehicles Buildings Total
£ Million £ Million £ Million L Million

Cost
At | January 2008 238 20 12 270
Addiuons 52 07 - 59
Disposals - 0 on an
At 31 December 2008 290 17 11 318
At | January 2009 290 17 11 318
Addiations 09 03 15 27
Disposals - (19) - (19)
At 31 December 2009 299 01 26 326
Depreciation
At | January 2008 156 10 - 16 6
Charge for the year 33 05 - 38
Disposals - 08 - 08
At 31 December 2008 189 07 - 196
At 1 January 2009 189 07 - 196
Charge for the year 32 02 - 34
Disposals - (0 8) - (0 8)
At 31 December 2009 221 01 - 222
Net book value
At 1 January 2008 32 10 12 104
At 31 December 2008 101 10 11 122
At 31 December 2009 78 - 2p 104

12 DEFERRED TAX ASSETS

31 December

31 December

2009 1008

£ Mallion £ Million

Life business — unreliesed expenses 557 577
Life business — net capital losses in unit hnked funds 419 -
Life business - EUFT - 84
Life business — pension business 75 59
Life business ~ deferred income 345 344
Unit trust business — deferred income 3913 328
Other 81 45
Total deferred tax assets 1870 1437

A deferred tax asset on capital losses on eligible i estments of £41 9 million (2008 £mil) was recognised at the balance sheet date and has been

modelled on a prudent basis with the losses being reversed in a reasonable timeframe
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13 INVESTMENT PROPERTY

31 December 31 December

200% 2008

E Matlion £ Million

Balance at 1 January 4106 642 5
Additions 851 821
Dhsposals (992) (128 2)
Changes in fair value 52 (185 8)
Balance at 31 December 4017 4106

Investment property is held within unit inked funds and 15 deemed current

The rental income and direct operating expenses recogmsed in the mcome statement in respect of investment properties are set out below
All expenses relate to property generating rental income

Year Ended Year Ended
1 December 1) December

2009 2008

& Million £ Million

Rental income 307 346
Direct operating expenses 23 30

At the year end contractual obligattons to purchase, construct or develop im esttment property amounted to £5 6 million (2008 £21 3 mulhion)

t4 ASSETS HELD TO COVER UNIT LINKED LIABILITIES
Included within the balance sheet are the following assets and habilities which represent the net assets held to cover linked liabilities The difference
betw een these assets and Labilities and those show n 1n the consolidated balance sheet represents assets and habilities held outside the unit linked funds

31 December 31 December

2009 2008
. £ Million £ Millien

Asscts .
Investment property 401 7 410 6
i estiments
— Equities 11,8559 89215
— Fixed income securities 1,8207 939 9
— Investment in Collective [nvestment Schemes 1,576 8 1,058 1
— Currency forwards 196 05
Deferred tax asset 419 -
Other recenvables 819 863
Cash and cash equnalents 1,541 9 2,156 0
Total asscts 17,3404 13,573 1
Liabilitics
Financial liabilsties
— Currency forwards - 126 6
Deferred tax habilities - 05
Other payables 490 82 4
Total lhabilities 490 2095

Net assets held to cover linked habilities 17,2914 13,363 6
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15 NET ASSET VALUE ATTRIBUTABLE TO UNIT HOLDERS

The following assets and habtlities are attributable to third party holdings in the St James’s Place unit trusts which are subject to consolidation

1l December 31 December

2009 008

£ Mallion £ Million

Investments — equities 50§85 2690

Investments — fixed income secunties 3755 208

Investments — Collective Investment Schemes 132 75

Cash and cash equivalents 1020 358

Other receivables 65 28
Other payables (19 on

Net asset value attributable to umt holders 1,001 7 3358

16 OTHER RECEIVABLES

il December 31 December

2009 008

£ Million £ Millon

St James's Place Partnersl'up loans 707 593
Prepayments 86 85
Unearned commission 262 220
Miscellaneous 305 317
Unit linked funds (including outstanding security sales) 819 865
Dealing debtor 171 219
Total other recevables 2350 2299
Current 160 5 1530
Non-current 745 769
2350 2299

The fair value of loans and recenables included 1n other recenables 1s not matenially different from amortised cost 5t James’s Place Partnership loans
are interest bearing, repayable on demand and secured against the future renewal mcome streams of that Partner

17 CASH AND CASH EQUIVALENTS

1t December 31 December

2009 2008

£ Mithon £ Milhon

Cash at bank 1100 86 8
Bank overdrafts (428) 251

Cash and cash equnvalents held outside unit linked and unit trust funds 672 617

Balances held within unit linked funds 1,541 9 2,156 0

Balances held wiathin unat trust funds 1020 358

Total cash and cash equivalents 1,711 1 2,253 5

All cash and cash equinalents are deemed current

18 INSURANCERISK

The Group assumes insurance risk through the sssuance of insurance contracts under which the Group agrees to compensate the policyholder
or other beneficiary 1f a speaified uncertamn future event (the insured event) affecting the policyholder occurs The Group insures mortality and
morbidity risks

Insurance risk appetite and risk management strategies, together with the terms and conditions of the insurance contracts offered by the Group are
discussed in the Risk and Risk Management section, on page 26
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19 INSURANCE CONTRACT LIABILITIES

2009 1008

LMillion 1 Millon

Balance at 1 January 338 4 405 4
Movement in unit inked habilities 413 533

Morement in non-unit hinked habilities

— New business 02 03
— Exisung business (17) ©7)
— Other assumption changes 34 (13
— Experience varnance 65 {120)
Total movement in non-unit knked hahilities 84 {(137)
Balance at 31 December 3881 338 4
Unit linked 3218 2805
Non urt linked 663 57 %
3881 338 4

Current 669 48 8
Non-current 3212 289 6
3881 3384

Unit inked Itabilities move as a function of net cash flow s into policyholder funds and underlying imvestment performance of those funds

ASSUMPTIONS USED IN THE CALCULATION OF LIABILITIES
The principal assumptions used 1n the calculation of the Liabilities are

Assumption

Description

Interest rate

Mortahty

Morbldlty
Crniuical Illness

Morbaduty
Permanent Health Insurance

The valuation interest rate 1s calculated by reference to the long-term giht yield at 31 December 2009 and the
speafic glts backing the habilites The specific rates used are between 3 0% and 4 1% depending on the tax
regime {2 1% and 3 4% at 31 December 2008)

Mortality 15 based on Company experience and 1s set at 72% of the TM/F92 tables with an addiuonal loading for
smokers There has been no change since 2006

Morbidity 1s based an Company experience The shape 1s unchanged since last year, but the level has been

mcreased by 9% Sample annual rates per £ for a male non smoker are

Ratc
Age 2009 2008
25 0000760 0000703
35 0001334 0001235
45 0003189 0002953

Morbidity 13 based on Company experience The shape 15 unchanged since last year, but the level has been
increased by 9% Sample annual rates per £ income benefitpa for 2 male non-smoker are

Rate
Age 2009 2008
25 0 00548 000510
35 001447 001345

45 003138 002918
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Assumption Description
Expenses Contract Labliues are calculated allow ing for the actual costs of admistration of the business The assumpuon
has been increased to altow for mflation but ts otherwise unchanged
Annual Cost
Product 200% 2008
Protection business £34 22 £33 01
Persistency Allowance 1s made for a prudent level of lapses wathin the calculation of the liabilities The rates have not changed
n 2009 Sample annual lapse rates are
Lapscs
2008 and 2009 Year t Year 5 Year 10
Protection %% 9% 8%
SENSITIVITY ANALYSIS

The table below sets out the sensitiity of the profit on insurance business and net assets to key assumptions The analysis reflects the change in the

variable/assumption show n while all other variables/assumptions are left unchanged In practice variables/assumptions may change at the same

time as some may be correlated (for example, an increase 1n interest rates may also result1n an increase 1n expenses if the increase reflects higher

inflation) It should also be noted that in some instances sensitis ities are non-linear

Change in Changein

Profit Profit Change 1n Changein

Change in Befure Tax Befare Tax Net Asscts Net Asscts

Assumption 2009 2008 2009 2008

% £ Mallion £ Million £ Mullson £ Mulien

Sensitivity analysis

‘Withdrawal rates —10% (34) 29 (26) 23
Expense assumptions -10% 15 15 12 12
Mortality/morbidity -5% 04 04 03 03

A change n interest rates will have no material lmpacl on insurance proﬁt or net assets

20 REINSURANCE ASSETS

31 December 3t December

2009 2008
£ Million £ Million
Remnsurers’ share of insurance contract habihities
— Long-term insurance contract Lrabulity 321 241 oy
— Claims cutstanding 47 B1 g
=]
Reinsurance asscts 368 322 g
Current 98 110 ;
—+
Nen current 270 212 24
o
368 322 2
o
=]
&
A reconcihiation of the movement m the net reinsurance balance 13 set out below
2009 2008
£ Milhion L Mullion
Remsurance assets at t January 322 329
Reassurance component of net change m claims provision (34) 17
Reassurance component of change in insurance habilities 80 @24
Remnsurance asscts at 31 December 368 322




84 St James's Place plc Registered No 3183415 Annual Report & Accouwnts ooy

Notes to the Consolidated Accounts
under International Financial Reporting Standards
contmnued

21 OTHER PROVISIONS

Olfice Other

Endowments Restructuring Provisions Total

£ Million £ Milhen £ Million £ Malhion

At 1 January 2002 02 47 80 129
Charged to the consclidated income statement on (11 {76) 88)
Addwional provisions - o7 - 07
At 31 December 2009 01 43 04 48
Current 0l 30 04 35
WNon-current - 13 - 13
01 43 04 48

The endowments provision relates to the cost of redress for mortgage endow ment complaints The provision 1s based on estimates of the total number
of complaints expected to be upheld, the average cost of redress and the estimated tming of settlement

The office restructuring provision represents the expected amounts payable under a number of non-cancellable operating leases for office space that
the Group no longer occuptes The provision 1s based on estimates of the rental pajable unti! the approximate dates on which the Groug expects
either to have sublet the affected space or to have reached break clauses within the relevant lease agreements and after making appropriate allowance
far the time value of money

The remaining £0 4 million (2008 £8 0 million) relates to sundry miscellaneous items

22 INVESTMENT CONTRACT BEMNEFITS

2009 2008

& Mallion L Mithen

Balance at | January 13,1098 i4,144 0
Deposits 2,626 5 24018
Withdrawals (926 7) (977 5)
Investment contract benefits (principally representing ins estment income) 23649 (2,536 2)
Less imvestment contract benefits attributable to third party holdings m unit trusts {180 1) 777
Balance at 31 December 16,9944 13,1098
Current 1,257 6 642 4
Non-current 15,7368 12,467 4

169944 13,1098

23. BORROWINGS

31 December 31 December

2009 2008
£ Million £ Mullion
Bank lcan 2¢ 78

The far value of the outstanding bank loan 13 not maternally different from amertised cost Ths figure includes £750,000 (2008 £mil) whichs
secured on property disclosed in Note 11 to the accounts

The Company granted a fixed sum guarantee m 2003 to Bank of Scotland in connection with loans made to members of St James's Place Partnership
by Bank of Scotland

Under the terms of the guarantee, Bank of Scotland agreed, at the request of the Company, to provide loans, either by way of new loans or by an
equitable assignment of existing loans, to the members of the St James's Place Partnership in the event of default on any of these loans the Company
guarantees to repay the outstanding balance of the loan The Partner's loan 1s secured against the future renewal income streams of that Partner
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NEW LOANS

The guarantee can be terminated at any time by the Company giving three months’ notice At 31 December 2009, the balance of Bank of Scotland

loans covered by this guarantee was £66 0 million (31 December 2008 £65 3 mulhon)

EXISTING LOANS

Under the terms of the assignment agreement with the Bank of Scotland, the assigned loans remain legally 1n the name of the Group and the

outstanding balance of £1 8 million 15 thus shown as both an asset under other recenables and a financial hability under borrowing

24 DEFERRED TAX LIABILITIES

1 December 31 December

2009 2008

£ Million £ Mullion

On deferred acquisition costs 168 7 147 2
On acquired value of in-force business 151 16 1
Within unit linked funds - 05
Cther 40 50
Total deferred tax habilities 187 8 168 8

Deferred tax habilities of £70 million as at 31 December 2009 (2008 £8 7 rmilion) have not been recognised 1n respect of taxes that would

be payable on the remittance of earnings from overseas substdiaries Unremitted earmings totalled £45 2 million at 31 December 2009
{2008 £56 1 mullion}

25 DEFERRED INCOME

3 December 31 December

2009 2008

£ Milhion L Million

Life business 260 9 255 4
Uinit trust business 140 2 1172
Total deferred income 401 1 3726
Current 710 740
Non current 3301 298 6
401 1 3726

26 OTHER PAYABLES

31 December

31 December

2009 2008

£ Million £ Mallion

Accruals 342 259
Unut trust dealing creditor 04 14 8
Muiscellaneous 588 350
Umit Linked funds (including outstanding security purchases) 420 824
Total other payables 142 4 1611

All other payable balances are considered current

The fair value of financial lrabilities 1n other payables 1s not materially d:fferent from amortised cost

SUDWDIeIg [eloueL|
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27 FINANCIALRISK

RISK MANAGEMENT OBJECTIVES AND RISK POLICIES

The Group seeks to manage risk threugh the operation of unit linked business whereby the pohicyholder bears the financial risk In addition,
shareholder assets are invested 1n hughly rated im estments

Under IFRS 7, the Group 1s required to analyse their exposure to the following risks

— Credit risk

- Laqudny risk
— Market nsk
— Currency risk

These risks and the Group’s strategies for managing them are described in the Rask and Risk Management section, begimning on page 22

CATEGORIES OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES
The categories and carrying ralues of the financial assets and financial habilities held in the Group's balance sheet are summarised in the table below

31 Dccember 2009 31 December 2008
Financial Hinancial Financial Financial Financial Financial
Assctsat Liabilities at Liatulities Assets at 1iabilities at Liabtlities
Fair Value Fair value Measured Fair Value Fair Valve Measured
Through Through at Through Through at
Profit and loansand Profit and Amortised Profit and [ canaand Profit and Amortised
Losst?  Recenables Loss™ Cost Loss® Recevables Loss™ Cost
£ Million £ Mallion £ Mallion £ Mallion L Malhon £ Million L Millon £ Million
Financial asscis
Equities 12,361 4 9,190 5
Fixed income securities 2,249 5 1,009 9
Imvestment in Collective Investment Schemes  $,753 7 1,239 4
Currency forwards 196 05
Other recenables
~ 5t James's Place Partnership loans 707 593
-~ Qther 1295 140 1
Total other recenables 200 2 199 4
Cash and cash equivalents 1,711 2,253 5
Total financial asscts 18,0953 200 2 13,693 8 199 4
Financial habilities
Investment contract benefits 16,994 4 13,109 8
Borrowings 26 78
Currency forwards - 126 6
Other payables 1424 161 1
Net asset value attributable to unit holders 1,001 7 3358
Total financial habilities 1,001 7 16,994 4 1450 3358 13,236 4 168 9
Notes

@ All financial assets and bablities at fair value through profit and loas are designated as such upon ininal recognition
(i} Other Financial assets have been reclasfied to exclude prepayments and gnearned commission from other receivables

The carrying value of the unit Linked investment contract hiabilities may differ from the amount contractually required to pay at maturity Maturity
values of the financial Labiliues vary with future policyholder investment and withdrawals as well as investment return, coupled with the impact of
capital losses in the funds The contractual value required to be paid to pohicy holders as at 31 December 2009 would be £66 O million lower than the
investment contract benefits stated above
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INCOME, EXPENSE, GAINS AND LOSSES ARISING FROM FINANCIAL ASSETS AND FINANCIAL LIABILITIES
The income, expense, gains and losses arising from financial assets and financial Labilies are summarised in the table below

Year Ended December 2009 Year Ended Decomber 2008
Financial Financial kinancial Tinancsal Financial Financtal
Assetsat Liabilitics at Liabilities Assetaat Liabilities at Liabilities
Fair Value Fair Value Measured Farr Yalue Fair Value Measured
Through Through at Through Through at
Profitand Loans and Profit and Amortised Profit and Loans and Profit and Amortised
Loss™  Recenables Loss™ Cost Loss™ Receivables Loss™ Cost
&k Mithan £ Mallion £ Million £ Miilion £ Million £ Milhon £ Miltion £ Milbon
Financial asscts
Unit linked assets 2,704 1 (2,413 8)
Fixed income securities (21} 56
Investment in Collective Investment Schemes 17 105
Other recemables
— 5t James's Place Partnership loans 16 17
Total other recenvables 16 17
Cash and cash equn alents™ 07 37
Total financial asscts 2,704 4 16 (2,394 ) 17
Financial hiabilities
Imestment contract benefits 23230 (2,536 2)
Borrow ings - -
Net asset value attributable to unit holders 1801 77N
Total financial habilities 2,503 1 (2,613 9)
Nates

() All financial asseta and liabilatics at fair value through prafit and Ioss are designated as such upon initial recogrition
(1) The majerity of the return from cash and cash equivalents is included wathun unit Linked asscts
(i) None of the change in the fair value of financial liabihties at fair value through profit and loss s attributable to changes in their credit nsk

FAIR VALUE ESTIMATION
Effectinve | January 2009, the Group adopted the amendment to [FRS 7 Thus requires, for financial instruments held at fair value in the balance sheet,
disclosure of fair value measurements by level of the follow ing fair value measurement hierarchy

- Quoted prices {unadjusted) in actrve markets for wdentical assets or habilities (Level 1)

- Inputs other than quoted prices included within Level 1 that are observable for the asset or Liability, exther directly (that 15, as prices) or indirectly
(that 15, deried from prices) (Level 2)

~Inputs for the asset or liability that are not based on obsen able market data (that 1s, unobserable inputs) (Level 3)

)
The following table presents the Group's assets and liabilities measured at fair value at 31 December 2009 g
Level 1 Lesvel 2 level 3 Total Balance QGL
£ Million EdMalhion £ Mallion £ Mallion ’{!’]
Financial asscts at fair value through profit or loss g’
Equities 12,356 7 47 12,3614 2
Fixed income secunties 2,249 5 2,249 5 =2
Imvestment 1n Collective Investment Schemes 1,7509 28 1,753 7 v
Currency forwards 196 196
Cash and cash equnalents 1,711 1 1,751 1
Total financial asscts at fair value through profit or loss 15,8187 2,269 1 75 18,0953
Financial habilitees at fair value through profit or loss
Imv estment contract benefits 16,954 4 - 16,994 4
Net asset value attributable to unit holders 944 7 944 7

Total financial habilities at fair value through profit or loss 9447 16994 4 - 17,9391
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27 FINANCIAL RISK CONTINUED
The fair value of financial instruments traded 1n active markets is based en quoted bid prices at the balance sheet date, as described in the accounting
policy (m) These instruments are included in Level 1 Instruments included in Level | comprise primarily listed equity instruments

The Group closely monitors the valuation of assets in markets that have become less hiquid Determining whether a market 1s actne requires

the exercise of judgement and 1s determined based upon the facts and circumstances of the market for the instrument being measured Where

1t 1s determined that there 15 no active market, fair value 15 established using a valuation technique The techmques apphed incorporate relevant
nformation available and reflect appropriate adjustments for creditand hiquidity nisks  These valuation techniques maxumise the use of observable
market data where 1t 1s available and rely as little as possible on entity specific estimates The relative werghtings given to differing sources of
information and the determination of non-obsersable inputs to valuation models can require the exercise of stgruficant judgement

Ifall stgnificant inputs required to fair value an instrument are observable, the instrument 1s included 1n Level 2 If one or more of the SIgnlficant
nputs is not based on obsersable market data, the instrument s mcluded in Level 3

Specific valuation techniques used to value financial instruments include
— The use of observable prices for recent arm'’s length transactions
— Other techniques, such as discounted cash flow and option pricing models, are used to determine fair value for the remaining financial

instruments

Note that all of the resulting fair value estimates are included in Level 2, except for certain equities and mvestments in Collective [nvestment Schemes
(*CIS") as detailed below

The follow ing table presents the changes 1n Level 3 equities and 1nvestments in CIS for the year ended 31 December 2009

£ Million
Opening balance 37
Additions during the year 43
Dusposed during the year 27
Gains and losses recognised n the profit or loss 22
Closing balance 75
Total gains or losses for the perod included in profit or loss for assets held at the end of the reporting period 22
CREDIT RISK
The follow ing table sets out the credit risk exposure and ratings of financial and other assets which are most susceptible to credit risk
Artributable
Unit Linked to Ut
AAA AA A Unrated Funds® Holders® Total
£ Million £ Mallion £ Million £ Milhion £ Million £ Million 4 Mullion
31 December 2009
Fixed income secunties 533 1,8207 3755 2,249 5
Investment in Collectine Imestment Schemes ! 163 2 05 1,576 8 132 1,753 7
Cash and cash equivalents 40 04 636 1,541 3 1020 L7110t
Amounts due from reassurers
—Claims outstanding 37 10 47
— Reassurers share of LTBF 1] 10 321
Total amount due from reassurers 34 8 20 36 8
Other receivables
— 8t James's Place Partnership loans 707 707
— Other 411 819 65 129 5
Total other recevables s 819 65 200 2
Total 2205 344 656 1123 5,0213 4972 5,951 3
Notes

(1) Credit risk relating to unit linked and nadt trist funds is borne by the policyholderrumit bolder
(1) Imestment of sharchalder asscts in C15 refers to investment m unitised money market funds beld for the longer term
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Attributable
Unit Linked to Umit
AAA AA A Unrated Funds Holders Total
£ Million £ Million £ Mallion £ Million £ Mallion £ Mallion £ Million
31 December 2008
Fixed income securities 49 2 939 9 208 1,009 9
Investment in Collective Investment Schemes 173 1 07 1,058 1 75 1,2394
Cash and cash equivalents 30 427 160 21560 358 2,253 5
Amounts due from reassurers
— Claims outstanding 06 75 81
— Reassurers share of LTBF 07 23 4 241
Total amount due from reassurers 13 09 322
Other receivables
—St James’s Place Partnership loans 593 593
— QOther 508 86 S 28 1401
Total other recenables 1101 865 28 199 4
Total 2266 736 160 1108 4,240 5 669 4,734 4
FINANCIAL ASSETS THAT ARE EITHER PAST DUE OR IMPAIRED
Loans to St James's Place Partnership disclosed 1n the tables above are show n net of an impairment provision of £8 7 million (2008 £8 6 mithon)
The amount of the impairment loss recognised within Adminstration Expenses in the income statement was £0 1 mullion (2008 £1 6 mullion)
The factors considered in determining the impairment include default history, the nature or type of the Partoer loan, exposure levels to individual
Partners and whether the individual Partner 1s active or has left
There are no other financial assets that are impaired, would otherwise be past due or impaired whose terms have been renegotiated or are past due
but not impatred
CONTRACTUAL MATURITY ANALYSIS
The follow ing table sets out the contractual maturity analysis of the Group's financial assets and financial liabilities as at 31 December 2009
‘Total excl
Unit Linked
Funds and Unit  Attributable
Up o 1-5 Over Other Unut Linked toUnit
1 Year Years 3 Ycars Holders Funds* Holders* Total
L Million £ Million £ Million £ Million £ Milhion £ Million £ Million
31 December 2009
Financial asscts
Equities - 11,8559 505 & 12,361 4
Fixed income securities 31 502 533 1,8207 3758 2,2495
Investment in Collectin e Investment Schemes 163 7 1637 1,576 8 132 1,753 7
Currency forwards . - 196 196
Other recesvables
— 5t James's Place Partnership loans 17¢ 196 141 707 707
— Other 411 411 819 65 1295
Total other receivables 581 96 141 1118 319 65 2002
Cash and cash equivalents 672 6712 1,541 9 1020 1,711
Total financial assets 2921 898 141 3960 16,898 1,0027 18,2955
Financaial hatnhties
Investment contract benefits - 16,994 4 16,994 4
Borrowings 08 18 26 26
Currency forwards - -
Other payables 92 4 924 490 10 142 4
Total financial habilities 924 08 18 950 17,0414 10 17,1394

* Financial habiities included under et linked funds and {net assets) attributable to unit holders are deemed to have a maturity of up 10 one year since the corresponding unit Linked Labilities are

repayable and transferable on demand In practice the contractual maturities of the assets may be longer than one year but the majority of assets held wwhin the unit hnked and unit trust funds are

Hughly biquid and the Group also actively monisors fund hquidiy

SIS ]m:)trem:]
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27 FINANCIAL RISK CONTINUED
The table below sets out comparative contractual maturity analysis as at 31 December 2008

Total excl
Unat Linked
Funds and Unit  Attributable
Up to 1-5 Over Other Unit Linked to Unit
1 Year Years 5 Years Holders Funds* Holders® Total
E Mallton 1 Million £ Mallion £ Million £ Mallion L Milhon £ Milhon
31 December 2008
Financial assets
Equites - 89215 2690 9,190 5
Fixed income securities 134 32 326 49 2 9399 208 1,009 2
Investment i Collective Investment Schemes 173 8 173 8 1,058 1 75 1,239 4
Currency forwards - as - 05
Other recevables
— St James’s Place Partnership loans 73 236 28 4 593 593
— Other 508 508 865 28 140 1
Total other receivables 581 236 28 4 110 1 865 28 199 4
Cash and cash equivalents 617 617 2,156 0 358 2,253 5
Total financial asscts 3070 268 610 3948 13,1625 3359 13,893 2
I'nancial habilities
Investment contract benefits - 13,1098 13,109 8
Borrowings 78 78 78
Currency forwards - 126 6 126 6
Other payables 786 786 82 4 01 161 1
Total financial habilities 786 78 864 13,3188 81 13,4053

* Financial habihties Included under unit hnked funds and ateributable to urnt holders are deemed to hare 2 matunty up to ane year as they are repayable or tranaferable on demand
Other financial assets have been reclassified to exclude prepayments and unearned commussion from other recenvables

SENSITIVITY ANALYSIS TO MARKET RISKS

The majority of the Group’s business 15 unit linked and the direct associated market risk 15 therefore borne by policyholders (although there 15
secondary tmpact as shareholder income 1s dependent upon the markets) Financial assets and liabilittes held outside unitised funds primaraly consist
of fixed interest securtties, units in money market funds, cash and cash equivalents, and other assets and liahilities The fixed interest securities are
held to match non-hnked Liabilities and the liability values move broadly in line with the matching asset values such that fair value interest rate risk 15
immaterial, although these 15 some residual nisk due toimperfect matching Cash held 1n umitised money market funds and at bank 1s valued at par and
is unaffected by mosement in interest rates Other assets and habilities are similarly unaffected by market movements

As a result of these combined factors, the Group's financial assets and habihities held cutside unitised funds are not materially subject to market risk,
and movements at the balance sheet date in interest rates and equity values have an immaterial impact on the Group’s profit after tax and equnty
Future profits from annual management charges may be affected by movements in interest rates and equity values

28 CAPITAL MANAGEMENT AND ALLOCATION
It 15 the Group's palicy to maintain a strong capital base in order to

— protect policyholders and creditors” interests,
— support the development of 1ts business and create sharehalder value, and
— meet regulatory requirements at all times

Within the Group each subsidiary manages its own capital an the context of the Group capnal plan Capital generated in excess of planned
requirements 15 returned to the Group's parent, St James's Place plc, normally by way of dinwdends The Group caprtal plan 1s monitored by the
Finance Capital Management Committee on behalf of the 5t James's Place ple Board

The Group's pelicy 1s for each Company to hold the lugher of

~ the Company's internal assessment of the Capital required, and
- the capital requirement of the relevant supervisory body plus a specified margin over thisto absorb changes
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Generally, because of the nature of the business and the current regulatory rules, the higher requirement 15 that of the supervisory body plus the

speafied margin

The follow ing entittes are under supervisory regulation and have to marntain a mintmum level of regulatory capital

Entiey Regulatory Body and junisdiction

St James's Place UK ple FSA Long-term msurance business

St James's Place [nternational plc Irsh Fmancial Regulator Life mnsurance business

5t James's Place Lnit Trust Group Lid FSA UCITS Management Company

St James's Place Wealth Management ple FSA Persomal Investment Frm

St James's Place Reinsurance Ltd Irish Financial Regulator Remnsurance

St James's Place Reassurance (2009) Ltd FSA Insurance Special Purpose Vehicle

St James's Place Wealth Managerment Monaco Comnussion for Control of
(Monaco) SAM Financial Acuvities

St James's Place Trust Company Jersey Lid Jersey Financial Services Commission

St James's Place Wealth Management (PCIS) Ltd FSA Secursties and Futures

The F$A regulatory requirement for St James’s Place UK ple (‘SJPUK”), which makes up the majority of the Group capital requirement, 1acludes

the prescribed minimum solvency margin requirement (the Capital Resources Requirement {‘'CRR')) and an assessment of the risks faced under the

business, known as the Individual Capital Assessment The capital requirement 15 assessed and monitored l')) the Actuarial Committee, a commitiee

of the St James's Place UK plc Board

There has been no material change in the Group’s management of caputal during the period and all regulated entities exceed the mimmum sohency

requirements at the halance sheet date

CAPITAL COMPOSITION
The principal forms of capital are included in the follow ing balances on the consolidated balance sheet

31 December 31 Decanber

2009 2008

£ Million £ Milliow

Share capital 723 719
Share premium 905 863
Other reserves (5 4) (107
Retained earnangs 3824 3605
5398 5080

The above assets do not all qualify as regulatory capital Analysis of the assets which do qualify as regulatory capital i1s given in Section 3 of the

Financial Commentary on page 19 The Group and 1ts indvidually regulated operations have complied with all externally and internally imposed

capital requirements throughout the period

29 SHARECAPITAL

Number of

SIUITUDIR]S [PIOUEUL]

Ordinary Shares  Share Capifal

£ Million

At 1 January 2008 476,485,853 75
— Sertp dividend 860,179 01
— Exerase of options 2,206,828 03
At 31 December 2008 479,552,860 719
— Scrip dividend 798,315 1
— Exeraise of opuions 1,680,612 03
At 31 December 2009 482,031,787 723

The total authorised number of ordinary shares 1s 605 million (2008 605 mllion), with a par value of 15 pence per share (2008 15 pence per share)

All issued shares are fully pard
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30 SHARE-BASED PAYMENTS

During the year ended 31 December 2009 the Group operated a number of different equity settled share-based payment arrangements, which are
aggregated as follow s

— SAYE plan — this 15 a standard HMRC approved scheme that is asailable to all employees where indniduals may contribute up to £250 per month
over three years to purchase shares at a price not less than 80% of the market price at the date of the invitation to participate

— Executive deferred bonus schemes — under these plans the deferred element of the annual bonus 1s used to purchase shares at market value in the
Company The shares are held by the Company until vesting after three years and, in addition to the performance targets, which apply prior to
any entitlement being granted, further performance conditions may also apply on vesting

— Executive performance share plan — the Remuneration Commuttee of the Group Board may make anards of performance shares to the Executive
Durectors and other senior managers Two-thirds of shares awarded to Directors are subject to an earnings grow th condition of the Group and
one~third of shares awarded to Darectors are subject to a comparatne total shareholder return condition, both measured over a three year
period Further information regarding the vesting conditions of the earnings grow th and total shareholder return dependent portions of the
award 1s given in the Remuneration Report on page 53 Awards made to semor managers are largely only subject to the earnings grow th condition
of the Group

— Executive and sales management share option schemes — these include both approved and unapproved elements and vest after three- or five-year
periods subject to satisfying personal and /or Group earnings performance The last award under these schemes was made 1n 2005

— Partner share option schemes - these were offered to the Partners of the $t James's Place Partnership and vest over three to six years subject to
satisfying personal sales related performance criteria The last aw ard under these schemes was made 1n 2007

— Partner performance share plan —a new scheme was launched 1n January 2008 whereby Partners are entitled to purchase shares in the future at
nomunal value (15 pence) The number of shares the Partners are entitled to purchase will depend on their personal sales production in the year of
the award and validation over the follow ing three years

Share options outstanding under the various share option schemes at 31 December 2009 amount to 31 0 mullion shares (2008 32 9 million)

Of these, 27 0 mullion are under option to Partners of the St James's Place Partnership, 2 2 million are under option to executives and senior
marnagement (including 0 03 mullion under option to Directors as disclosed in the Remuneration Report on page 57} and | 8 million are under option
through the SAYE scheme These are exercisable on a range of future dates

The table below summarises the share-based payment awards made n 2008 and 2009

Exccutive Executive Partner
Deferred Performance  Perflotmance
SAYE Bonus Share Plan Share Plan
Awards in 2008
Date of grant 28 March 5 March Various -6
Number granted 901,292 1,196,061 1,847,290 -
Awards in 2009
Date of grant 27 March 4 March Various 24 February
Number granted 1,634,068 490,932 2,131,754 3,320,000
Contractual hfe 3 5 years Jyears 3 5years 4 years
Vesting conditions 3 year 3 years 3 years Sales
saving period  serviceand  serviceand  production
achievement achievement  for year of
of personal  of earnungs  award and
targets in and TSR subsequent
some targets  vahdation
instances over
following
3 years
Notes

{Q) The initial llocation for the 2008 award wasfinalised in 2009




Annual Report & Accounts 2003 5t James's Place plc Registered No 3183415 51

FINANCIAL ASSUMPTIONS UNDERLYING THE CALCULATION OF FAIR VALUE
The fair value expense has been based on the fair value of the instruments granted, as calculated using appropriate derivative pricing models
The table below shows the assumptions and models used to calculate the grant date fair value of each award

Executive Executne Partner
Deferred Bonus Performance Performance
SAYE Schemes Share Plan Share Plan
Valuatton model Black Black Monte Black
Scholes Scholes Carlo Scholes

Awards 1n 2008
Fair value (pence) 95 630 263 50 161 61/266 25 247 8
Share price {pence) 260 00 26350 266 25 to 274 75 276 0
Exercise price {pence) 213 00 000 Qo0 015
Expected solaulty (% p a ) 40 N/A 38 31
Expected drvidends (%ap a) 17 N/AW N/A 14
Risk free interest rate (%opa) 41 N/A N/A 45
Volatihity of competitors (% p a) N/A N/A 24 to 50 N/A
Correlation with competitors (%) NSA N/A 45 N/A

Awards 1n 2009
Fair value (pence) 59 149 182 5 124 45/190 0 166 25
Share price (pence} 168 00 1825 176 010 150 0™ 190 0
Exercise price (pence) §50 00 000 000 015
Expected volatility (% p a)" 50 N/A 50 S0
Expected divadends (%o p a) 25 N/A® N/A 25
Risk-free interest rate (Yop a) 19 N/A N/A 13
Volatility of competitors (% p a) N/A N/A 29062 N/A
Correlation with competitors (%) N/A N/A 40 N/A

Notes
{iy Expected volatlity is based on an analvas of the Company shistoric thare price volaulity over a peried (typically three or five years) which is with the expected term of the opions or
the awards

(1) In 2008and 2009 the scsting period for the SAYE plan was three years The vesting period may be extended by up to s:x months 1 order to catch up on missed contributions (up to a maximum
of 3ix)

(1) Davidends payable on the shares during the restricted perlod are pard out during the restricted period for the executive deferred bonus schemes and no dividend yield avsumption 1 therefore
Tequired

(1v) The awards made under the exccutlse performance share plan are dependent upon earnings growth in the Company {two thirds of the award) and a total shareholder return of a comparator group of
companies {one third of the award) This results in having two faur values for cach of the awards made i the table above, the frst belng in relation 1o the comparator total shareholder return and the
sccond relating to the Company s earnings grow th

(¥} Awards were made under the executive performance share plan on five and three separate occasions during 2008 and 2009 respecuvely

{v1} There were no awards made wn 2008 or 2009 for the executive share option schemes or the 1ales management share option schemes
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Notes to the Consolidated Accounts
under International Financial Reporting Standards
continued

30 SHARE-BASED PAYMENTS CONTINUED
Year Ended Year bknded Year Iniled Year Frded
31 December 31 December 31 December 31 December

2009 2009 1008 2008
Number of Weighted Number of Weghted
Options Average Qptions Aserage
Exercise Price Exercise Price
SAYE.
Outstanding at start of year 1,201,870 £220 2,145,435 £1 41
Granted 1,634,068 £1 350 901,292 £2 13
Forferted (782,064)  £213 (413,609  £283
Exercised (286,214} £230 (1,431,248) £0 79
Expired - -
Outstanding at end of year 1,767,660} £1.56 1,201,870 £2 20
Exeraisable at end of year - 8,614 £1 58
Executine Share Options
Outstanding at start of year 2,307,319 L1178 2634178 £175
Granted - -
Forfeited (10,000) £2 38 (70,886) £1 92
Exercised {146,601) £153  (255,973) £1 50
Expired - -
Qutstanding at end of year 2,150,718 L1179 2,307,319 £1 78
Exercisable at end of year 1,839,071 £169 1,628,298 £1 63
Sales Management Share Options
Outstanding at start of year 172,250 £167 246,000 £1 59
Granted - -
Forfeited (32,500} £179 (56,250) £1 38
Exercised (58,750) £131 (17,500} £1 51
Expired - -
Outstanding at end of year 81,000 £189 172,250 £1 67
Exercisable at end of year 81,000 £189 172,250 £1 67
Partner S$hare Options
Outstanding at start of year 29,234,437 £231 29953911 £2 30
Granted - -
Forfeited (1,255,583) £2 46 (76,451) £2 64
Exercised {1,027,140) £169 (643,023) £]1 52
Expired - -
Outstanding at end of year 26,951,714 £233 29,234,437 £2 31
Exercisable at end of year 24,144,756 £279 11,896,035 £173

The average share price during the year was 205 6 pence (2008 231 71 pence)

The SAYE plan options outstanding at 31 December 2005 had exercise prices of 150 pence, 194 pence, 213 pence and 370 pence and a weighted
average remamning contractual hfe of 2 2 years

The options outstanding under the executrve share option schemes at 31 December 2009 had exercise prices ranging from 85 5 pence to 257 pence
and a weighted average remaining contractual lfe of 3 4 years

The options outstanding under the sales management share option schemes at 31 December 2009 had exercise prices ranging from 169 5 pence to
242 pence and a weighted average remaining contractual hife of 4 6 years

The options outstanding under the Partner share opuion schemes at 31 December 2009 had exercise prices ranging from 81 5 pence to 465 pence and
a weighted average remaining contractual life of 4 6 years
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EARLY EXERCISE ASSUMPTIONS
The following allowance has been made for the impact of early exercise once options have vested

{1) SAYE plan ~all option holders are assumed to exercise half-way through the six month exercise window

{2) Executive, sales management and partner share option schemes — it 1s assumned that 10% of option holders are forced to exercise their options each
year irrespective of the level of the share price For the remamder 1t 1s assumed that one half will exercise their options each year if the share price
15 at least 33% above the exercise price

ALLOWANCE FOR PERFORMANCE CONDITIONS

The executnve performance share plan includes a market based performance condition based on the Company’s total shareholder return relative to

an index of comparator companies The impact of tius performance condition has been modelled using Monte Carle simulation techniques, which
mvolve running many thousands of simulations of future share price movements for both the Company and the comparator index For the purpose of
these stmulations 1t 1s assumed that the share price of the Company and the comparator index are 40% correlated and that the comparator 1ndex has
volatilities ranging between 29%p a and 62%p a

The performance condition 1s based on the Company’s performance relative to the comparator index over a three year period commencing on
1 January each year The fair value calculations for the awards that were made in 2009 therefore include an allowance for the actual performance
of the Company's share price relative to the index over the perrod between 1 January 2009 and the various award dates

CHARGE TO THE CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
The table below sets out the charge to the consohdated statement of comprehensive mcome n respect of the share-based payment awards

Year Ended Year Ended

31 December 31 December

200% 2008

£ Milhion £ Million

Share-based payment expense 86 149

31 FINANCIAL COMMITMENTS
At 31 December 2009 the Group had the following annual commtments under non-cancellable operating leases in connection with the rental of
office buildings and office equipment with varying lease end dates ranging from 2010 to 2027

31 December 31 December

2009 2008

£ Mallion L Millien

Within one year 03 15
Between two and five years 30 26
In more than five years B2 70
Total financial commitments 115 11

32 RELATED PARTY TRANSACTIOMS
The Company-and the Group have entered into related party transactions with Lloyds Banking Group ple ('LBG"), various subsidiaries of LBG and
the Directors of the Company and the Group LBG, which owns 60% of the Company’s share capital, 1s the ulimate controlling party of the Group

TRANSACTIONS WITH LBG AND LBG GROUP COMPANIES
The following transactions were carried out, on an arm’s length basis, with LBG and 1ts subsidiaries during the year

— Commussion of £1 1 mulhon (2008 £2 9 million) was recenvable from the sale of banking services for St James's Place Bank (a dwvision of Halifax ple)

—  Commussion of £0 8 rmillion (2008 £0 9 million) was recen able from the sale of pensions offered by Clerical Medical

— Commission of £2 3 million (2008 £4 0 million) was recenvable from the sale of Halifax, Cheltenham & Gloucester, Bank of Scetland,
Birmingham Midshires, Scottish Widows and The Mortgage Business mortgages

— Commussion of £0 7 million (2008 £0 7m} was receivable from Bank of Scotland Annuity Service

— Commuission of £10,000 (2008 £53,000) was recenable from Bank of Scotland in respect of corporate banking income in 2009

— During the year, deposits wete placed with Bank of Scotland on normal commercial terms At 31 Decerber 2009 these deposits amounted to
£46 2 mullion (2008 £34 9 million)

— Amounts lent by, or assigned to, the Bank of Scotland to members of the 5t James's Place Partnership, under guarantee by St James’s Place,
totalled £66 0 mullion (2008 £65 3 mithon)
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Notes to the Consolidated Accounts
under International Financial Reporting Standards
continued

32 RELATED PARTY TRANSACTIONS CONTINUED

— Amounts lent by the Bank of Scotland to the Group totalled £2 6 million (2008 £7 & mallion)

— TFees of £22,000 (2008 £21,000) were payable to Insight Investment Management Limited 1n respect of investment management services to the
St James's Place Tracker Unit Trust The outstanding balance payable at 31 December 2008 was £2,000 (2008 £mil)

— TFeesof £1 3million (2008 £2 5 mullion) were payable to Invista Real Estate Investment Management Limuted (55% owned by LBG) in respect of
investment management services for the property portfolio of the St James's Place UK life and pension funds The outstanding balance payable at
31 December 2008 was £0 5 mullion (2008 £0 3 million)

— Tax fees of £25,530 (2008 £22,637)1n respect of annual tax comphance and ad hoc tax advice were charged by LBG plc to certain unit trusts

— Fees of £50,00¢ (2008 £50,000) were payable to LBG 1n respect of the services of non-executive 5t James's Place Board Directors

5t James's Place Board Directors have been included in a Directors’ and officers’ insurance policy negotiated on a Group basis by LBG

TRANSACTIONS WITH KEY MANAGEMENT PERSONNEL

The compensation pad to key management personnel, being the Board of Directors of 5t James'’s Place, 1s set cut in the Remuneration Report on
page 55 The Remuneration Report also sets out transactions with the Directors under the Deferred Bonus Scheme, the Performance Share Plan,
the Executave Share Option Scheme and the SAYE Share Option Schemes, together with details of the Directors’ interests in the share capital of
the Company

The charge to the profit and loss account in respect of the share-based pa) ment awards made to the Executne Directors of St James's Place during
2009 was £1 5 omlhon (2008 £1 5 mullon)

33 PARENT COMPANY

The company regarded by the Directors as the ultimate parent company 15 LBG, a mited hability company incorporated and domiciled in Scotland,
which 1s also the parent undertaking of the largest group of undertakings for which Group accounts are drawn up and of which the Companyisa
member Copies of the Group accounts may be obtained from Group Secretariat, Lloyds Banking Group ple, 25 Gresham Street, London EC2V 7HN

LBG was the ulumate controlling party as at 31 December 2009 and has been the ultimate controlling party of the company since 1ts acquisition of
HBOS plcon 19 January 2009

34 PRINCIPAL SUBSIDIARIES
The principal subsidiaries of the Group are isted 1n Note 2 to the Parent Company accounts on page 101 In addition, the Group accounts consolidate
the following unit trusts

St James's Place Allshare Income Unit Trust

St James's Place Alternative Assets Uit Trust

St James's Place Cash Unut Trust

St James’s Place Cautious Unat Trust

St James's Place Contiental European Umit Trust

St James's Place Corporate Bond Unit Trust

St james's Place Ethical Unit Trust

St James's Place Far East Unit Trust

St James's Place Gilts Uit Trust

$t James's Place High Octane Unit Trust

St James’s Place Investment Grade Corporate Bond Unit Trust
St James’s Place North American Unot Trust

St James's Place Tracker Unit Trust

S§t James's Place Worldwide Opportunities Unit Trust

All of these unit trusts are managed in the United Kingdom
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Independent Auditors’ Report

to the members of St. James’s Place plc

We have audited the parent company financial statements of St James's Place ple for the year ended 31 December 2009, which comprise the Parent
Company Balance Sheet and the related notes The financial reporting framework that has been applied in their preparation s applicable law and
United Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice)

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

As explained more fully 10 the Directors’ Responsibilities Statement, the directors are responsible for the preparation of the parent company financial
statements and for being satisfied that they grve a true and fair view Our responsibility 1s to audit the parent company financial statements in
accordance with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company’s members as a body i accordance with Chapter 3 of Part 16 of
the Companies Act 2006 and for no other purpose We do not, 1n giving these opinions, accept or agsume responsibility for any other purpose or to
any other person to whom this report 1s 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 imolves obtaiung evidence about the amounts and disclosures 1n 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 parent company’s circumstances and have been consistently applied and adequately disclosed, the reasonableness of
sigmficant accounting estimates made by the directors, and the overall presentation of the financial statements

OPINION ON FINANCIAL STATEMENTS
In our epinion the parent company financial statements

— gneatrueand fair view of the state of the company’s affairs as at 31 December 2009,
— have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and
— have been prepared in accerdance with the requirements of the Companies Act 2006

OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006
In our opinion

— the part of the Directors’ Remuneration Report to be audited has been properly prepared in accordance with the Companties Act 2006, and
— the information gnen in the Directars’ Report for the financial year for which the parent company financial statements are prepared 1s consistent
with the parent company financial statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION
We have nothing to report in respect of the follow ing matters where the Companies Act 2006 requires us to report to you 1f, 1n our opinion

— adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been recened from branches
not visited by us, or

~ the parent 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

— certam disclosures of directors’ remuneration speaified by law are not made, or

— wehave not received al! the information and explanations w e require for our audit

OTHER MATTERS
We have reported separately on the group financial statements of 5t James’s Place ple for the year ended 31 December 2009

Craig Gentle (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditers
Bristol

23 February 2010

Notes

(2} The financial statements are published on the website of St James s Place ple, www gp co uk The maititenance and integrity of the St James s Place ple website 14 the responsbiliry of the directors
the work carried out by the anditors does not imolve consideration of these matters and accordingly the auditars aceeptno 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 ganerning the preparation and dusemination of financial statements mav differ from kegislation wn ather jurisdictions
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Balance Sheet of Parent Company

31 December

31 December

Note 2009 2008
£ Mallion £ Million

Assets
[nvestment in subsidianies 2 360 7 352 1
Income tax assets 04 17
Total assets 3611 3538
Liabnhtics
Amounts owed to Group undertakings 578 106 5
Other creditors - -
Total habihites 578 106 5
Net assets 3033 247 3
Sharcholders’ equity
Share capital 4 723 719
Share premiwum 5 905 863
Share option reserves 5 493 407
Other reserves 5 01 o1
Retaned earnings 5 911 48 3
Total sharcholders’ equity 3033 2473

The financial statements on pages 99 to 102 were approved by the Board of Directors on 23 February 2010 and signed on 1ts behalf by

ACO

Bellamy - A Croft
Chief Executive Finance Director

The notes and information on pages 100 to 102 form part of these accounts
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Notes to the Parent Company Accounts

1 ACCOUNTING POLICIES

BASIS OF PREPARATION

St James’s Place ple (the ‘Company’) 1sa imited liability company incorporated in England and Wales and whose shares are publicly traded
The Company offers a range of insurance, mvestment and other wealth management services through its subsidiaries, which are principally
incorporated in the UK and Ireland

The financial statements have been prepared in accordance with applicable accounting standards and under the historical cost convention

The Company has elected to continue to prepare the parent financial statements 1n accordance with UK Generally Accepted Accounting Practice
In publishing the Parent Company financial statements, the Company has taken advantage of the exemption in Section 408 of the Companies Act
2006 not to present its indn1dual income statement and related notes that form part of these financial statements

As discussed m the Directors” Report the gomng concern basis has been adopted in preparing these accounts

All accounting polictes have been reviewed for appropriateness in accordance with Financial Reporting Standard (‘FRS") 18 (Accounting Pelicies)
In accordance with FRS 1 (Cash Flow Stazements), the Company ts exempt from the requirement to prepare a cash flow statement on the grounds that
this 15 provided m its consolidated financial statements, which are publicly available

SIGNIFICANT ACCOUNTING POLICIES
(a) Investment Return
Investment return comprises drvidends from subsidiaries, which are accounted for when receved

(b} Taxation
“Taxation 15 based on profits and ncome for the period as determined in accordance with the relevant tax legislation, together with adjustments to
provisions for prior pertods

(€} Investment i Subsidiancs
Investments 1n subsidiaries are carried at cost after impairment losses, plus the cost of share awards granted by the Company of its own shares

(d} Receivables
Other recensables are stated at amortised cost less impairment losses

(e) Other Creditorsand Amounts Owed to Group Undertakings
Other creditors and amounts owed to Group undertakings are stated at amortised cost

{f) Impairment Losscs
The carrying amounts of the assets are reviewed at each balance sheet date to determme whether there 15 any indication of imparrment If there 1s any
mdication of irrecoserability or impairment, the asset's recoverable amount 1s estimated based on the present value of its estimated future cash flows

2 INVESTMENT IN SUBSIDIARIES

2009 2008

£ Million £ Mullon

At 1 January 3521 31372
Movement in the year 86 149
At 31 December 3607 3521

Movement 1n the year represents the cost of share options granted by the Company
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PRINCIPAL SUBSIDIARY UNDERTAKINGS AT 31 DECEMBER 2009

Inyestment holding companies §t James's Place Imestments ple
St James's Place Wealth Management Group ple
Life assurance St James's Place UK ple
St James's Place International plc (incorporated n Ireland)
Unit trust management St James's Place Unit Trust Group Limited
Financial services $t James's Place Wealth Management ple
Management services St James's Place Management Services Lumited
Internal reassurance St James’s Place Remnsurance Limited (incorporated n freiand)

St James's Place Reassurance (2009) Limited

A full List of subsidiaries 1s available on request from the registered office and will be submuted with the Company’s Annual Return
The Company owns indirectly 100% of the voting ordinary equity share capital of the above-named subsidiaries
All of these companes are registered in England and Wales and operate principally in the United Kingdom except where otherwise stated

Due 1o ongoing sobvency requirements, there are restrictions on the amount of distributable reserves within the life assurance and unit trust
operating companies of the Group which restricts their ability to transfer cash dividends to the Company

3 FINANCIAL RISK

As disclosed in Note 27 to the consolidated financial statements, the Group adopts a prudent appreach to the management of financial risk, witha
view to mimmusing w here practicable its exposure to market, credit and hiquidity risks Asa stand alone entity the Company would be subject to
sigmficant liquidity risk since its assets primarily consist of investments 1n subsidiaries However, since the Group 1s managed on a unified basis and
15 subject to minimal hiquidity risk, the Company may, as required, draw on liquid resources from elsewhere within the Group The Company 1s not
directly subject to market and credit risks

The Company's financial assets comprise outstanding atmounts due in respect of the exercise of share options — these amounts are not interest
bearing The Company’s financial habilities comprise balances owed to other Group companies — these balances are not interest bearing and are
repayable on demand

The carrying values of financial assets and liabilities approximate their fair value

4 SHARE CAPITAL
Share capital disclosures are made in Note 29 on page 91 of the consolidated financial statements
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Notes to the Parent Company Accounts

continued
5 RESERVES
Profit Share
Share and Loss Cption Other

Premium Reserve Reserve Reserves Tatal

£ Milhon £ Mallion £ Million £ Milhon L Million
At ] January 2008 8212 415 258 g1 149 6
Profit for the year 276 276
— Dividends (20 8) (20 8}
— Issue of share capital
— Scrip dividend 20 29
— Exercise of options 21 21
Cost of share options expensed in subsidiary 149 149
At 31 December 2008 8613 483 407 o1 175 4
Profit for the year 638 638
— Dividends 210} (21 0)
— Issue of share capital
-~ Scrip dinadend 14 14
— Exercise of aptions 28 28
Cost of share options expensed o subsidiary 86 86
At 31 December 2009 905 911 493 01 231.0

6 AUDITOR'S REMUNERATION

The total audit fee in respect of the Group 1s set out in Note 5 on page 75 of the consolidated financial statements The audit fee charged to the
Company for the year ended 31 December 2009 15 £1,000 (2008 £1,000)

7 RELATED PARTY TRANSACTIONS AND BALANCES
At the year end the following related party balances existed

31 December 31 December

2009 1008
1 Mallion L Millen
Investments in Group companies
St James's Place Partnership Limited 420 420
8t James’s Place Wealth Management Group plc 136 9 128 3
St James's Place Investments plc 181 8 181 8
[ﬂ[!ﬂgl'ﬂup C!Cdllﬂl’s
St James's Place Investments ple 578 106 5

During the year, the Company received £63 4 mitlion (2008 £27 5 million) dividends from subsidiary undertakings

8 DIRECTORS’ EMOLUMENTS
The Directors' responsibilities relate primarily to the trading companies of the Group and accordingly their costs are recharged to those companies
and none 1s met by the Parent Company




dnnwd: Boppad) & dssenite peng

Supplementary Information
on European Embedded Value Basis

S5 s Bk il IRyl e S

SIUOUIDILIS [RIDURUL]




to4 St James's Place ple Regustered No 3183415 Annual Report & Accounts 2003

Independent Auditors’ Report

to the Directors of St James’s Place plc (‘the Company’) on the Supplementary
Information on European Embedded Value Basis

We have audited the Supplementary Information on the European Embedded Value Basis for the year ended 31 December 2009 that compnse the
Consolidated Statement of Income — European Embedded Value basis, Consolidated Statement of Changes in Equity - European Embedded Value
basis, Consolidated Statemnent of Financial Position — European Embedded Value basis and the relevant notes (‘the Supplementary Information'),
which have been prepared in accordance with the European Embedded Value ("EEV") basts set out in Note [ — Basis of Preparation and which should
be read in conjunction with the Group’s financial statements

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors are responsible for preparing the Supplementary Information on the EEV basis in accordance with the EEV basis set out 1n

Note ] — Basis of Preparation Qur responsitlity, as set out i our letter of engagement agreed with you dated 17 December 20089, 1s to audit the
Supplementary Information 1 accordance with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Audung Practices Board's Ethical Standards for Auditors

Thus report, including the opinion, has been prepared for and enly for the Company 's directors as a hody 1n accordance with our letter of engagement
dated 17 December 2009 and for no other purpose We do not, in giving this opinion, accept or assume responsility for any other purpose or to any
other person to whom this report s shown or into whose hands it may come save where expressly agreed by our prior consent in writing

SCOPE OF THE AUDIT OF THE SUPPLEMENTARY INFORMATION

An audit imvolves obtaiming evidence about the amounts and disclosures 1n the Supplementary Information sufficient to give reasonable assurance that
the Supplementary Information 1s free from materiat misstatement, whether caused by fraud ar error This includes an assessment of whether the
accounting policies are appropriate to the Group's circumstances and have been consistently applied and adequately disclosed, the reasonableness of
significant accounting estimates made by the directors, and the overall presentation of the Supplementary Information

OPINION ON THE SUPPLEMENTARY INFORMATION
In our opinion, the Supplementary Information for the year ended 31 December 2009 have been properly prepared in all material respectsin
accordance with the European Embedded Value basis set out in Note 1 Basis of Preparation

PricewaterhouscCoopers LLP
Chartered Accountants

Bristol

23 February 2010

Nates

(a) The financab statements are published on the webaite of St James s Place plc www 5p co uk The malntenance and Integrity of the St James's Place ple webaite 1s the responsibility of the directors,
the audit work does rot inveh e consideration of these matters and, accordingly we accept na responsibility for any changes that may have occurred to the supplementary Information since they were
jrutially presented on the webanite

(b} [ egulation in the United Kingdotn governing the preparation and dissemination of Supplementary information mav differ from legislation in other jurisdictions
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Consolidated Statement of Income
European Embedded Value Basis
The follow ing supplementary information shows the result for the Group adopting a European Embedded Value ('EEV') basis for reporting the
results of its wholly ow ned Ife and unit trust businesses
Year Ended Year Ended
3 December 3t December
2009 2008
£ Milhien £ Million
Life business 175 1 174 1
Unit trust business 743 508
Other {20 5) (20 6)
Operating profit 2289 204 3
Investment return variances 148 2 (320 6)
Economic assumption changes (139) 04
EEY profit/(loss) on ordinary actwvities before tax 363.2 [(RERS]
Taxation
Life business (67 5) 1t 6
Un:t trust business (327) 132
Other 21 37
(%8 1) 285
FTV profit/(loss) on ordinary actvities after tax 2651 (87 4)

The notes and information on pages 108 to 113 form part of this supplementary nformation
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Consolidated Statement of Changes in Equity

European Embedded Value Basis

Year Ended Year Ended

31 Decemiber 31 December

2009 2008

E Million £ Milhon

Opening cquity sharcholders’ funds on an EEY basis 1,114 3 1,203 3
Post tax profit/(loss) for the year 2651 874
Issue of share capital 46 45
P&L reserve credit in respect of share option charges 86 149
P&L reserve credit in respect of proceeds from exercise of share options of shares held in trust 01 01
Dividends pard (210) (20 8)
Consideration paid for own shares (¢ 3) ©03)
Closmg equity sharcholders® funds on an EEV basis 1,371 4 1,114 3

The notes and information on pages 108 to 113 form part of this supplementary 1nformation
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Consolidated Statement of Financial Position
European Embedded Value Basis

Year knded Year Ended
31 December 31 Decernber

2009 1008
L Milhon £ Mallion
Asscts
Intangible assets
— Deferred acquisition costs 6424 564 9
— Value of long-term business in-force
—Long-term insurance 6491 495 8
- Unat trusts 2215 152 1
1,513 0 1,212 8
Property and equipment 104 122
Deferred tax assets 1870 143 7
Investment property 401 7 4106
Investments 16,384 2 11,440 3
Reinsurance assets 368 322
Insurance and 1nvestment contract recenables 174 149
Income tax assets 186 324
Other recenvables 2350 2299
Cash and cash equ:valents 1,71t 1 2,2535
Total assets 20,5152 15,7825
Liabilitics
Insurance contract liabilities 31881 3384
Other provisions 4 8 129
Financial lLiabilities 16,9970 13,2442
Deferred tax habhties 1727 1527
Insurance and investment contract payables 215 229
Deferred income 401 1 31726
Income tax liabilittes 145 276
Other payables 1424 1611
Net asset value attributable to unit holders 1,001 7 3358
Total habibities 19,141 8 14,668 2
Net assets 1,371 4 1,114 3
Sharcholders’ equity
Share capital 723 Mne
Share premium 905 863
Other reserves 1,208 6 956 1
Total sharcholders’ equity 1,371 4 1,114 3
Pence Pence
Net asscts per share 284 5 2324

The supplementary information on pages 105 to 113 was approy ed by the Board of Directors on 23 February 2010 and signed on its behalf by

D %j A Croft

Chief Executine Finance Director

The notes and mformation on pages 108 to 113 form part of this supplementary mformation
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Notes to the European Embedded Value Basis

I BASIS OF PREPARATION

The supplementary mformation on pages 105 to 113 shows the Group's results as measured on a European Embedded Value ((EEV') basis This includes
results for the life, pension and investment business, including unit trust business The valuation is undertaken on a basis determined in accordance

with the EEV Principles 1ssued 1n May 2004 by the Chief Financial Officers Forum, a group of chief financial officers from 19 major European mnsurers
as supplernented by the Additional Guidance on EEV Disclosures 1ssued in October 2005 (vogether ‘the EEV Principles’) The treatment of all other
transactions and balances ts unchanged from the primary financial statements on an [FRS basis The objectne of the EEV basis 13 to proside shareholders
with more realistic information on the financial position and performance of the Group than that provided by the [FRS basis

Under the EEV methodology, profit i1s recognised as it 1s earned over the life of the products within the covered business The embedded value of the
corered business 1s the sum of the shareholders’ net worth 1n respect of the covered business and the present value of the projected profit stream

I METHODOCLOGY
{A) COVERED BUSINESS
The covered business 1s the Iife, pension and 1nvestment business, including unit trust business, undertaken by the Group

(B)y CALCULATION OF EEV ON EXISTING BUSINESS

Prafit from existing business comprises the expected return on the value of in-force business at the start of the year plus the impact of any changes
1n the assumptions regarding future operating experience, plus changes in reserving basis (other than economic assumption changes), plus profits
and losses caused by differences between the actual experience for the pened and the assumptions used to calculate the embedded value at the end

of the pertod

(C) ALLOWANCE FOR RISK

The allowance for nisk in the shareholder cash flows 1s a key feature of the EEV Prinaples The EEV Pranciples set out three main areas of allowance
for risk in the embedded value

— the risk discount rate,
— the allowance for the cost of financial options and guarantees, and
- the cost of holding both prudential reserves and any addiional capital required

The reported EEV allows for risk via a nisk discount rate based on a bottom-up market-consistent approach, plus an appropriate additional margin for
non-market nisk The Group does not offer products that carry any sigmficant financial guarantees or options

(D) NON MARKET RISK
Best estimate assumptions have been established based on available tnformation and when used within the market consistent calculations provide
the primary evaluation of the impact of non-market nisk However, some non-market operational risks are not symmetric, with adverse experience

having a higher tmpact on the EEV than favourable experience Allowance has been made for this by increasing the risk discount rate by 0 8%
(2008 0 8%)

(E) THE RISK DISCOUNT RATE
A market-consistent embedded value for cach product class has been calculated

In principle, each cash flow 1s valued using the discount rate applied to such a cash flow 1n the capital markets However in practice, where cash

flows are either independent or move linearly with market movement, 1t 15 possible to apply a simplified method know n as the ‘certamty equivalent”
approach Under this approach all assets are assumed to earn the risk free rate and are discounted using that nisk free rate A market-consistent cost of
holding the required capital has also been calculated

As part of this approach, an appropriate adjustment has been made to reflect the fact that the value of tax relief on expenses does not move hinearly
with market movements Finally, an additional allowance for non-market risk has been made by increasing the discount rate by 0 8%

For presentational purposes, a risk discount rate has then been calculated which under the EEV basis gines the same value determned above This
provides an average nisk discount rate for the EEV and 15 described in relation to the nisk free rate This average nisk discount rate has also been used
to calculate the published value of new business

(F) COST OF REQUIRED CAPITAL
In Iight of the results of internal analysis, the Directors consider that the minimum regulatory capital provides adequate capital cover for the risks
inherent 1n the covered business The required capital for the EEV caleulations has therefore been set to the optimised minimum regulatory capital
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The EEV includes a reduction for the cost of holding the required capatal No allowance has been made for any potential adjustment that the investors
may apply because they do not have direct control over their capital Any such adjustment would be subjective, as different investors will have
different views of what, if any, adjustment should be made

(&) NEW BUSINESS

The new business contribution arising from reported new business premums has been calculated using the same assumptions as used in the EEV
at the end of the financial year The value of contractual meremental premiums to existing business 1s treated as new business in the year of the
increment, rather than at the outset of the policy This approach better reflects the way the Group manages 1ts business

The vatue of new business has been established at the end of the reporung period and has been calculated using actual acquisition costs

(H) TAXATION
The EEV includes the present value of tax relief on life assurance expenses calculated on a market-consistent basis. This calculation takes into account
all expense and income amounts projected for the 1n force business (including any carried forward unutihsed relief on expenses)

In determining the market consistent value an appropriate allow ance ts made to reflect the fact that the value of tax relief on expenses does not move

linearly with market movements
When calculating the value of new business, priority 1s ginen to rehieving the expenses relating to that business

III. ASSUMPTIONS
(A) ECONOMIC ASSUMPTIONS N
The principal economic assumptions used within the cash flows at 31 December 2009 are set out below

Year Ended Year Ended
3t December 31 December

2009 2008
Risk free rate 4 2% 3 5%
Inflation rate 12% 1 7%
Rusk discount rate (net of tax)} 7 3% 6 6%
Future mmvesiment returns
—Gilts 4 2% 3 5%
— Equities 72% 6 5%
— Unit linked funds
— Capital growth 3 4% 2 6%
—Dividend income 31% 33%
—Total 6 5% 5 9%
Expense inflation 319% 2 7%

The risk free rate 1s set by reference to the yield on ten year gilts Other v estment returns are set by reference to the risk free rate

The mflation rate 1s derrved from the implicit inflation 1n the valuation of ten year index linked gilts Thus rate 15 increased to reflect higher increases
1n earnings related expenses

(B) EXPERIENCE ASSUMPTIONS
The principal experience assumptions have been set on a best estimate basis They are reviewed regularly

The persistency assumptions are dernved from the Group’s own experience or, where insufficient data exists, from external industry experience

The expense assumptions mclude allowance for both the costs charged by the relevant third party administrators for acquisition and maintenance, and
the corporate costs incurred in respect of covered business The corporate costs have been apportioned so that the total maintenance costs represent
the anticipated ongoing expenses, including systems deselopment costs, which are expected to arise 1n future years in meeting the policy servicing
requirements of the in force business

Mortality and morbidity assumptions have been set by reference to the Group's own experience, published industry data and the rates set by the
Group’s reassurers

SIUDUIN) RIS [RIOUeUL]
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contmued

III ASSUMPTIONS CONTINUED

(C) TAXATION

Future taxation has been determined assuming a continuation of the current tax legislation The EEV result has been calculated on an after-tax basis
and has been grossed up to a pre-tax level for presentation in the profitand loss aceount The corporation tax rate used for this grossing up 15 26% for
UK life and pensions business, 12 5% for Trish life and pensions business and 28% for unut trust business

IV COMPONENTS OF EEV PROFIT
(A) LIFE BUSINESS

Year knded Year Ended
31 December 31 December
Note 2009 2003
£ Million £ Million
New business contribution 1 106 3 930
Profit from existing business
Unwind of discount rate 617 634
Experience vanances 26 t37
Operating assumption changes (23) 09
Imvestment income 48 49
Operating profit before tax 1751 174 1
Investment return variances 1040 223 0)
Economic assumption changes (121} 09
Profit/{loss) before tax 2670 {48 0)
Attributed tax {67 5) 116
Profit/{loss) after tax 199 5 (36 4)
Note 1 New business contribution after tax 1s £79 7 million (2008 £69 7 million)
(B) UNIT TRUST BUSINESS
Year Ended Year F'nded
31l December 31 Decembet
Mote 2009 2008
£ Mutlion £ Mullien
New business contribution ] 49 1 305
Profit from existing business
Unwind of discount rate 146 171
Experience variances 90 32
Operating assumption changes 08 -
Investment income 08 -
Operating profit before tax 743 508
Investment return variances 44 2 {97 6)
Economic assumption changes (18) 05
Profit/(loss) before tax 116 7 {47 3)
Attributed tax (327) 132
Profit/(loss) after tax 840 (34 1)

Note 1 New butlness contribution after tax s £35 3 million (2008 £22 0 sulhon)
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(C) COMBINED LIFE AND UNIT TRUST BUSIINESS

Year Ended Year I'nded

31 December 31 December

Note 2009 2008

£ Mallhion £ Million

New business contribution 1 1554 1235

Profit from existing business

Unwind of discount rate 783 805
Expenience vanances 1teé 169
Operating assumption changes (15) 09

Investment income 56 49

Opcrating profit before tax 2494 2249
Investment return sarances 148 2 {320 6)

Economic assumption changes (139) 04
Profit/(loss) before tax 3837 3953

Attributed tax (100 2) 24 8
Profit/{loss) after tax 2835 (70 5}

Note | Mew business contrbution alter tax 15 £115 0 million (2008 £91 7 million)

(D) DETAILED ANALYSIS

In order to better explain the movement 1n capital flows, the components of the EEV profit for the year ended 31 December 2009 are shown

separately betw een the movement in IFRS net assets and the present value of the in-force business (VIF) in the table belows  All figures are shown

net of tax
Movement
n 1ERS Movement Movement
Net Assets m ¥Ik 1n kbY
1 Malhon £ Mallion £ Million
New business contribution . (50 5) 165 5 1150
Profit from existing business 1020 (102 0) -
Unwind of discount rate - 582 582
Experience varances 78 08 86
Operating assumption changes a5 60 {15
Tnvestment return 44 - 44
Investment return varances ©2) 109 9 109 7
Econormic assumption changes 22 (13 1) (109
Miscellanecus (18 4) - (18 4)
Profit after tax 198 2253 2651
The comparative figures for 2008 are as follows
Movement
n [FRS Movement Movement
Net Assets in VIF wn EEV
£ Million L Million £ Millien
New business contribution 42 3) 1410 917
Profit from exisung business 1125 (112°5) -
Unwind of discount rate - 599 599
Experience variances 319 {20 3) 116
Operating assumption changes 34 “n [}
Investment return 3o - 39
Investment return variances (172 (220 2) (237 4)
Economic assumption changes 12) b7 s
Maiscellaneous (16 9) - (169)
Profit after tax 671 (154 5) 87 4)
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continued

V¥ EEV SENSITIVITIES
The table below shows the estimated impact on the combined life and unit trust reported value of new husiness and EEV to changes m various
assumptions In each case, only the indicated 1tem 15 varied relative to the restated values

Change in New Business Change in

Cantribution EEY

Note Pre-tax Post-tax Post-tax

£ Million £ Mallion £ Malhion

Value at 31 December 2009 155 4 1150 1,371 4
100bp reduction 1n risk free rates, with corresponding change 1n fixed interest asset values 1 012 0t 57
10% reduction 1n withdrawal rates 16 § 122 655
10% reduction 1n expenses 33 15 18 6
10% reduction 1n market value of equity assets 2 - - (122 4)
5% reduction in mortality and mortndity 3 - - 03
100bp increase in equity expected returns 4 - - -

Note i Thuys the key I basis change i The busines model s relatively 1o change In bans Note that the sensitilty sssumes a correspondmg change inall

am estment returns but no change n inflauon

Note 2 For the purposes of this required sensitivity all unst hnked funds arc assumed to be imvested in equities. The actval mix of assets varies and i kecent years the proportion tmvested direcdly im Uk
and overseas equities has exceeded 70%

Note 3 Asumes the benefit of low er experience fs passed on 10 clicnts and reassurers at the earliest opportmiry
Note 4 Asamarket-conustent approach s used equity expected returns only affect the derved discount rates and not the embedded value or contnbution to profit from new business

Change in New Business Changen

Conterbution EEY

Note Pre tax Post-tax Post-tax

£ Milhon £ Milhon £ Million

100bp reduction 1n risk discount rate 239 177 9t 2

Although not directly relevant under a market-consistent valuation, this sensitinity shows the level of adjustment which would be required to reflect
differing imvestor views of risk

¥1 RECONCILIATION OF IFRS AND EEV PROFIT BEFORE TAX AND NET ASSETS

Year Ended Year Cnded

31 December 31 Decrmber

2009 1008

£ Million £ Mulhon

IFRS profit/(loss} before tax 285 314
Movement 1n life value of in force 234 8 (asn
Movement 1n unit trust value of in-force 999 (65 4)
Total EEV profit/(loss) before tax 3632 (115 9)

31 December 31 December

2005 2008

£ Malhon £ Mallion

IFRS net asscts 5398 5080
Less acquired value of in-force (54 1) (577

Add deferred tax on acquired value of in-force 151 161
Add lfe value of in-force 649 1 495 8

Add unit trust value of in force s 1521

EEY net assets 1,371 4 1,114 3
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VIl RECONCILIATION OF LIFE COMPANY FREE ASSETS TO CONSOLIDATED GROUP EQUITY AND ANALYSIS OF

MOVEMENT IN FREE ASSETS
31 December 31 December
2009 2008
£ Million £ Milhon
Life company estimated free assets 822 110 8
Estimated required Iife company solvency capital 425 411
Other subsidiaries, consolidation and [FRS adjustments 4151 3561
IFRS net assets 5398 508 0

Year Ended Year Ended
M December 31 December

009 2008

£ Million £ Million

Lifc company cstimated frec assets at | January 1108 100 5
[nvestment 1n new business {65 2) {66 0)
Profit from existng business 786 40
Dhividends paid (44 4) -
Investment return 18 39
Mot ement 1n required solvency capital (14) (1 6)
Life company estimated frec assets at 31 December 822 1108
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Shareholder Information

ANALYSIS OF NUMBER OF SHAREHOLDERS

Analysis by Number of Shares Holders Y% Shares Held %
1- 999 2,592 432 1,033,240 02
1,000-9,999 2,646 441 7,807,256 16
10,000 - 99,999 575 96 16,557,301 34
100,000 and above 187 31 456,633,990 94 8

6,000 1000 482,031,787 1000
FINANCIAL CALENDAR

Ex-dividend date for final dividend

Caleulation peniod for scrip final dividend

Record date for final dividend

Announcement of first quarter new business

Latest date for receipt of scrip dividend mandates

Annual General Meeting

Payment date for final dividend

Announcement of Intertm Results and second quarter new business
Announcement of third quarter new business

3 March 2010

3 -9 March 2010
5 March 2010

21 Apnl 2010

22 Apnl 2010

13 May 2010

18 May 2010

28 Juhy 2010

2 November 2010

SCRIP DIVIDEND

If you would prefer to receive, subject to shareholder approval, new shares instead of cash dividends please complete aserip dividend mandate, which

15 available from the Registrars, Computershare Investor Services Ple Their contact details are on page 115

SHARE DEALING

A telephone share dealing service has been established with the Registrars, Computershare Investor Sersices Plc, which provides shareholders

with a simple way of buying or selling St James’s Place ple shares on the London Stack Exchange 1f you are interested in this service telephone

0870703 0084

ELECTRONIC COMMUNICATIONS

If you would like to have access to shareholder commumications such as the Annual Report and Accounts and the Notice of General Meeting through

the iternet rather than recene them by post, please register at www etreeuk com/stjamesplace

An mternet share dealing service 1s also available Further information about this sectton can be obtained by logging on to

www computershare com/dealing/uk
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How to Contact Us and Advisers

How to Contact Us Advisers

Registered Office Bankers

St James's Place House Bank of Scotland

1 Tetbury Road 150 Fountamnbridge

Cirencester Edinburgh

GL7 IFP EH3 9PE

Tel 01285 640302

Fax 01285 640436 Brokers

www 3|p co uk JPMorgan Cazenove & Co Limited
20 Moargate

Charrman
Mike Wilson
email make wilson@sp co uk

Chief Executive
David Bellamy
email david bellarmy @spp co uk

Finance Ditector
Andrew Croft
email andrew croft@s)p co uk

Company Sccretary
Hugh Gladman
email hugh gladman@syp co uk

Customer Service

Will Alterman

Tel 01285 878352

Fax 01285878111

email will allermzm@slp co uk

Analyst Enquiries

Andrew Croft

Tel 01285 878079

Fax 01285 657208

email andrew croft@s)p co uk

Media Enquiries

Tulchan Communications Group

Tel 0207353 4200

Fax 0207353 4201

email stjames'splace(@tulchangroup com

London EC2R 6DA

Auditors
PricewaterhouseCoopers LLP
31 Great George Street

Bristol BS1 5QD

Registrars and Transfer Office
Computershare Investor Services ple
The Pavilions

Bridgwater Road

Bristol BS99 6ZZ

email web quenies@computershare co uk
Tel 08707020197

L had ) Compulershare com
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St. James’s Place Partnership Locations

Belfast

St James's Place House
14 Cromac Place
Belfast

BT7 2B

Gerry Quinn
Tel 028 9072 6500

Bristol

Beech House
Brotherswood Court
Great Park Road
Bradley Stoke

Bristol

BS324QW

George Hills
Tel 01454 618700

City

St James's Place House
3 Moorgate Place
London

EC2R 6EA

Roger McKibbmn
Tel 020 7638 2400

Edinburgh

Melville House

18 — 22 Melville Street
Edinburgh

EH3 7NS

Hugh Morion
Tel 0131459 9200

Elstree

St James's Place House
§ Oales Court
Warwick Road
Borehamwood

Herts

WwD6 1GS

Simon Monks
Tel 02082074000

Glasgow

Munerva House

131 — 133 Minerva Street
Glasgow

G3 8LE

Hugh Morton
Tel 0141 304 1700

Hamilton Place
11 Harmilton Place
Mayfair

London

W1] 7DA

Simon Monks
Tel 0207495177

Kingsway
3rd Floor
York House
23 Kingsway
London
WC2B 6U]

Nigel Preston
Tel 0207333 1900

Leeds
Chancellor Court
The Calls

Leeds

LS2 7EH

Richard Balmforth
Tel 0113 244 4054

Liverpool
Martins Bmldng
Water Street
Luverpool

12 38X

Matt Guinn
Tel 0151 224 8700

Manchester

7th Floor
Sunlight House
Little Quay Street
Manchester

M3 3LF

Matt Quinn
Tel 0161 834 9480

Newbury
Montague Court
London Road
Newbury

Berks

RGI4 1L

Peter Glew
Tel 01635 582424

Newcastle

One Trinity Gardens
Broad Chare

New castle upon Tyne
NE1 2HF

Phlip Pringle
Tel 0191 2605373

Nottingham

St James’s Place House
Castle Quay

Castle Boulevard
Nottngham

NG7 IFW

Jeremy Clay
Tel 0115924 2899

Piccadilly
117 Piccadilly
Londen

WI 7S

Damian Bradbury
Tel 0207399 6835

Solent

St James's Place House
1480 Parkway

Solent Business Park
Whitley

Fareham

Hants

POI15 7AF

Peter Glew
Tel 01489 881400

Sohhull

St James's Place House
Central Boulevard

Blythe Valley Business Park
Shurley

Solihull

B90 8AR

Sean McKillep
Tel 0121733 6733

Westerham
15t Floor

The Crown
London Road
Westerham
Kent

TN16 1D}

MNick Froggatt
Tel 01959 561 606

Witham

Roslyn House

t6 New land Street
Witham

Essex

CM8 2AQ

Simon Coll
Tel 01376 501947
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