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Proposal to Demerge Explanatory Memorandum (EM).

Along with previously audited accounts, this data will form the basis for historic
financials to be included in the HHG PLC UK Listing Particulars.

An explanation of the material differences between Australian GAAP and UK
GAAP is provided in section 7.6 {specifically sections 7.6.1 to 7.6.4) of the EM.
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HHG PLC (formerly A.M.P. (UK) PLC)

STATEMENT OF HRECTORS® RESPONSIBILITIES IN RESPECT OF THE ACCOUNTS

Il connection with the proposed demerger of HIG PLC (“the Company’) from AMP Limited and the proposed
fisting of HHG PLC on the London Stock Exchange, the directors are required to prepare consolidated accounts of
HHG PLC and it’s subsidiary undertakings (“the Group’) for the six month period ended 30 June 2003,

Although preparation of accounts as at 30 June 2003 is not a statutory requirement under the Companies Act
1985, the conselidated accounts will be prepared in accordance with the disclosure requirements of the Companies
Act 1985 for statutory accounts, except that no balance sheet or notes will be included i respect of the Company.
Company law requires the directors to prepare accounts for each financial pertod which give a true and fair view
of the state of affairs of the Group and of the profit or loss of the Group for that period. In preparing those
accounts, the directors are required to:

»  gelect suitable accounting policies and apply them consistently;
»  meke judgements and estimates that are reasonable and prudent;

»  state whether applicable accounting standards have been followed, subject to any material departures
disclosed and explained in the accounts; and

»  prepare the accounts on the going concern basis unless it 18 inappropriate to presume that the Company will
continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financigl position of the Group and fo enable them to ensure that the accounts comply with the
Companies Act 1985, The directors are also responsible for safeguarding the assets of the Group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors have assumed the same responsibilities in preparing these non-statutory accounts for the six month
period ended 36 June 2003,



HHG PLC (formerly A.M.P. (UK) PLC)

INBEPENDENT AUDITORS' REPORT TO THE DIRECTORS GF HHG PLC

We have audited the Group’s non statutory financial statements for the six month period ended 30 June 2003
which comprise the Consolidated Profit and Loss Account, Consolidated Balance Sheet, Statement of Total
Recognised Gains and Losses and the related notes T to 33, These financial statements have been prepared on
the basis of the accounting policies set out therein.

This report 15 made solely to the Company’s directors. Qur audit work has been undertaken so that we miglt
state to the Company’s directors those matters we are required fo state to them in an auditors” report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Company for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As deseribed i the Statement of Directors’ Responsibilities the Company’s directors have assumed
responsibility for the preperation of the non-statutory financial statements in accordance with applicable
United Kingdom law and accounting standards

Our responsibility 18 to audit the non-statutory financial statements in accordance with United Kingdom
Auditing Standards.

We report to you our opinion as to whether the non-statutory financial statements give a true and fair view.
Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial staterments. [t also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements, and of whether the sccounting
policies are appropriate to the Group’s circumsiances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
neceggary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstaterment, whether caused by fraud or other irregularity or error. In
forming owr opinion we also evaluated the overall adequacy of the presentation of information in the financial
statements.

Equalisation provision

Our evaluation of the presentation of information in the accounts has had regard to the statutory requirements
for insurance companies to maintain equalisation provisions. The nature of the equalisation provisions, the
amounts set aside at 303 June 2003 and the effect of the movement in those provisions during the period on the
zeneral business technical resull and profit before tax, are disclosed in the accounting polictes and note 2(b) to
the accounts.

Opinion

I our opinion the non-statutory financial statements give a true and fair view of the state of affairs of the
Group as at 30 June 2603 and of the loss of the Group for the six month period then ended.

Ernst & Young LLP
Registered Auditor

October 2003

1 More London Place
London
SEIT 2AF

Notes
1

The matntenance and integeity of the HIHG
does not invelve comsideration of the:
fisancial statements since they were injtially presented on the web gite.

PEC and AMP Limited wab sites 15 the responsibibity of the directors; the work carrded out by the avditors
matters and, gecardingly, the anditors accept i responsibdlite for any changres that may have occurred o the

Eegisiation in the United Kingdom governing the prepaeation and disserdnation of fimancial statements eay differ from feaislation in other juricdictions.
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HHG PLC (formerly A.M.P. (UK) PLC)

CONSOLIDATED PROFIT AND LOSS ACCOLNT

TECHENICAL ACCOUNT FOR GENERAL INSURANCE BUSINESS
for the vear ended 31 December 2802 and the six months ended 38 June 2003

Notes

Earned preminms net of reinsurance
Gross premiums writien 2(a)
Outward reinsurance premiums
Net premiums written
Change in the provision for unearned premiums:
Ciross amount
Reinsurers’ share
Change in the net provision for uncarned premiums
Earned premiums, net of reinsurance

Allocated investment return transferred from the non-technical account
Total technical income

Claims incurred, net of reinsurance
Claims paid:
Givoss amount
Reinsurers’ share
Net claims paid
Changg in the provision for claims:
Gross amount
Reinsurers’ share
Change in the net provision for claims
Claims incurred, net of reinsurznce
Net operating expenses
Change in equalisation provision 2(b)
Total technical charges

Balance on the fechnical aceount — general business

Al aetivities relate to discontinued operations.

&

3iDec 30 June
2002 2003
£m £
1 y
1 y
2
47 -
(36) .
11 -
13 -
g 3
21 3
(68) {20}
6} 16
(8} {4
(21) 33
24 (33)
3 2
{5) (2}
1 )
3 1
{1 -
24 3
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HHG PLC (formerly A.M.P. (UK) PLC)

CONSOLIDATED PROFIT AND LOSS ACCOUNT

TECHNICAL ACCOUNT FOR LONG TERM BUSINESS

for the vear ended 31 December 2802 and the six months ended 38 June 2003

Gross premiums written

Outward remsurance premiums

Earned premiuzms, nef of reinsurance

Investment income

Unrealised gains on imvestments

Orher technical income

Total fechnical income

Gross claims paid

Reinsurers’ share

Net claims paid

Change in the gross and net provision for claims

Claims incurred, nef of reinsurance

Change in gross long term business provision *

Change in reinsurers” share

Change in long term business provision, net of reinsurance
Change in technical provision for linked Habilities, net of reinsurance
Chzange in other technical provisions, net of reinsurance
Net operating expenses

Investment expenses and charges

Unrealised losses on invesiments

Other technical charges *#

Taxation credit / {charge} attributable to the long term business
Allocated investment return transferred from the non-technical account
Transter from the fund for future appropriations

Total technical charges

Balanee on the technical account — long term business

H activities relate to continuing operations.

Nefes

4a)

4(b}

Ma)

5a)
b

3a)
5a)
Sa}
3(b}
Ba)
5(b}

4(h)

3 Dec 30 June
20432 2043
£m £
2,136 877
(5} (I
2,131 876
1,394 682
- 872

87 4
3,612 2,434
{3,352} (1,727
20 i3
{3,332% (1,714}
(%) 21}
{3,350} {1,735)
2,368 {29
(218} 86
2,150 57
765 {408)
2,915 (351}
(530} {158}
(298} {687
(3,345) -
{72} {116}
233 (59

- 2

981 389
(3,231 {629}
(34) (281}

The change in gross long term business provision includes £242m (2002 nil} of operating exceptional

items. Further details are given in note 20(1).

**  Other technical charges include £19m (2002: £41m} of operating exceptional items being impairment of

PVIF. Further details are given in note 3b).



HHG PLC (formerly A.M.P. (UK) PLC)

CONSOLIDATED PROFIT AND LOSS ACCOUNT

NON-TECHNICAL ACCOUNT

for the vear ended 31 December 2802 and the six months ended 38 June 2003

Balance on the general insurance business fechnical account
Discontinued operations

Balance on the long term business technical account
Continuing operations

Tax charge attributable to balance on long term business
technieal account

Shareholders’ pre-tax profit / (loss) from long ferm business
[nvesiment income

Allocated investment return transforred from the long term
business technical account

Unrealised losses on investments *

Share of operating profit in associates

[nterest on loans to associates

[mpairment of goodwill arising on sequisition of associates
{Loss) / profit from interest in associates

[nvestment expenses and charges

Allocated investment return transferred to the general
business technical account

Other income

Other charges **

Operating profit / {loss) based on longer term investment
Short term fluctuation in mvestment return

Profit/{loss) on ordinary activities before non-operating exceptional

items and taxation

Non-operating exceptional items ~ profits on disposal of businesses

Profit / (loss) on erdinary activities before taxation
Tax on profit / (loss} on ordinary activities

Loss on ordinary activities after taxation
Preference dividend on non-equity shares

Retained loss for the financial year

Nefes

Ha)

31 Dec 30 June
20432 2003
£m £
20 3
{54} (281}
{(23) (121
(77 {462y
103 1%
- (2)
{16} {116}
(4) (1)

G .

- {9)

2 (§L0)!
(O (46}
%) (3)
45 34
(400 (461}
(4133 {983}
{10 (2)
{423) (985}
82 7
{341) (978
359 102
{302) (876}
{23) -
{327) (876)

The inclusion of unrealised gains or losses in the profit and loss account to rveflect the marking to market of
investmenis in the balance sheet is deemed not to be a departure from the unmodified historical cost basis of
accounting. Accordingly, a separate note of historical cost profits and losses is not given.

* Unrealised {osses on {ovestments include £130m (20020 nil} of operating exceptional items. Further

details are given in note 5{a}.

#*  QOther charges include £37%9m (2002: £330m} of operating exceptional items. Further detalls are given

in note 3(b}.

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

The Group has no gains and losses other than the amounts shown in the profit and loss account.




HHG PLC (formerly A.M.P. (UK) PLC)

CONSOLIBATED BALANCE SHEETY
at 31 December 2002 and 30 June 2003

Assets

Intangible Assets
Goodwill

Investments
Land and buildings
Investments in jomnt ventures

- Share of gross assels
- Share of gross liabilities
- Loans

Investments 1n associates

Other financial investments

Assets held to cover linked liabilities
Reinsurers’ share of technical provisions
Provision for uncarned premiums

Long term business provision

Claims outstanding

Debtors

Debtors arising out of direct insurance operations
Orther debrory

Deferred tax asset

Other assets

Tangible assets

Cash at bank and in hand

Present value of acquired in force long term business

Prepayments and accerued income
Accrued interest and rent

Deferred acquisition costs

Other prepayments and acerued income

Total assets

Nefes

10

11{a)

H(d)

11(e)

11(6)

1(5)

22(b)

12(a)
12(b)
22

15(a)
15(b)

4

31 Dec 30 June
2002 2003
£m £
585 288
2,181 1,793
366 371
(133 (136}
27 28
2640 263
413 406
23,0358 22,730
25,899 25,192
3,909 4,317
115 201
208 266
413 467
30 28

303 381

9 7

632 416

41 35
223 151

33 i4

207 280
258 292
243 185
264 155
765 632
32,506 31,512




HHG PLC (formerly A.M.P. (UK) PLC)

CONSOLIBATED BALANCE SHEETY
at 31 December 2002 and 30 June 2003

Liabilities
Notes 37 Dec 30 June
et 2002 2003
£m L
Capital and reserves
Called up share capital 16{b) 804 804
Share premium 17 5 5
Capital reserve 17 292 292
Profit and loss account 17 {703} {946)
Equity 765 138
Non-equity 266 17
Sharcholders’ funds 18 1,631 155
Fund for future appropriations 19 527 138
Technical provisions
Provisions for uncarmed premiums - -
Long term business provision 20 23,594 23,619
Claims outstanding 22{a) 446 434
Equalisation provision 2(b) 7 6
24,043 24,059
Technical provisions for linked liabilities 3,909 4,317
27,952 28,376
Provision for other risks and charges
Other provisions 24 197 237
197 237
Creditors
Creditors arising out of direct insurance operations 23 -
Debenture loans 23 1,449 1,415
Amounts owed to credit institutions 23 327 258
Other ereditors including taxation and social security 25 752 764
2,551 2,437
Accruals and deferred income 242 165
Total liabilities 32,500 31,512

14



HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS

Accounting policies
aj Basis of presentation and consofidation

in connection with the proposed demerger of HHG PLC {“the Company’} from AMP Limited and the proposed
Iisting of HHG PLC on the London Stock Exchange, the direciors are required to prepare consolidated accounts
of HHG PLC and its subsidiary undertakings (*the Group’) for the six month period ended 36 June 2003,

Although preparation of accounts as at 30 June 2003 is not a statutory requirement under the Companies Act
1985, the consclidated accounts will be prepared in accordance with the disclosure requirements of the
Companies Act 1985 for statutory accounts, except that no balance sheet or notes will be included in respect of
the Company.

The Group tinancial statements, which consolidate the financial statements of HHG Ple {previously known as
*AMP {UK) Ple™) and its subsidiary undertakings, have been prepared in accordance with the special provisions
for insurance groups of Section 253A of, and Schedule 9A to, the Companies Act 1985 except as noted for
investment propertics {see accounting policy on investments below). The financial statements have also been
prepared m accordance with applicable UK accounting standards and under the historical cost accounting rules,
modified to include the revaluation of investments, and comply with the Statement of Recommended Practice
issued by the Association of British Insurers.

The results of all material subsidiary undertakings are included in the consolidated accounts.

Principal associated undertakings {both assoctates and joint ventures} are accounted for by the equity method in
the consolidated financial statements. The profit or loss in respect of interesis in associated undertakings
attributable to the long term business fund are treated as unrealised gaing or losses within the technical account
for long term business. The profit or loss in respect of other investments in associated undertakings are included
in the non-technical account.

On 23 April 2003 the Company issued 10 million ordinary shares with a par value of £1 each in exchange for
AMP Financial Services Holdings Limited’s minority interest in Peart Group Limited, which was deemed to
have a value of £15 million. This transaction meets the FRS 6 definition of a group reconstruction in that it is a
transfer of a sharcholding in a subsidiary undertaking from one group company te another. As a result merger
accounting has been applied. Consequently, the comparative financial information has been restated to include
the results of the minority interest for all previous periods presented.

The results for the year ended 31 December 2002 have been adjusied to sccount for investment income on
shareholders funds backing the long term business and the general insurance business on the basis of the long
term rate of return on those funds. The change of accounting policies creates transfers between the non-
technical account and the long term and general business technical accounts but no change in the total profit /
(loss) on ordinary activities.

AMP Limited announced that as part of the demerger it would repay the oxternal debt of the Group and
reimburse the costs of restructuring. 1t is Hkely that ail support arrangements between the Group and AMP
Limited and its subsidiaries will be removed as part of the demerger.

The material support arrengements that currently exist are as follows:

i) Keepwell Agreement

The Keepwell Agrecment relates to arrangements between AMP Group Holdings Limited, AMP Finance
Services Limited (the Obligors), and the Company. The agreement rvelaies to the maintenance of the
conselidated net worth of the Company, being its consolidated shareholders” equity. In caleulating the
consolidated net worth, insurance subsidiaries of the Company are assessed at appraisal value. The assessment
of net worth deficiency only takes place at 30 June and 31 December of each year. When such a deficit exists, a
certification of the deficit may be sent to the Obligors which must then subscribe {or cause a subsidiary to
subseribe) for such amount of share capital as shall be necessary to restore the consolidated net worth of the
company to at least £1. The Company can also request a liquidity advance from the Obligors where it is unable
to meet debts as and when they fall due, and it hag utilised unused credit Hnes for that purpose.



HHG PLC (formerly A.M.P. (UK) PLC)
NOTES TO THE ACCOUNTS (CONTINLED)
Accounting policies {continued)

@) Basis of presentation and consofidation {confintied)

iy AMP (UK) Services

AMP Group Holdings Limited has agreed to procure the provision of financial support to AMP {UK) Services
Limited, an indirectly held subsidiary of the Company, to enable AMP (UK} Services Limited to meet its
ltabilities when due and payable.

in connection with the demerger, it 1s proposed that the Keepwell Agreement be terminated with effect from the
date of the demerger. Before terminating the Agreement, the directors of the Company will need to be satisfied
as to the recapitalisation of the Group. If they are not so satisfied then they will not give their consent to the
release of the Keepwell and these existing arrangements will stay m place.  Accordingly the directors of the
Company approve these accounts on a going concert basis. These accounts make provision for such matters
where the directors and the reporting actuary consider it appropriate.

The FSA, in its capacity as regulator of the life companies, raises matters with the group, which may be specific
ot of & more generic industry nature. Some of these matters are potentially material to the financial position of
the hfe companies, as Hlustrated by the pensions mis-selling review. Since the period-end, discussions have
included the financial arrangements for the UK life companies following the proposed demerger of AMP
Limited’s UK interests. The demerger proposals were approved by the FSA on 9 October 2003, 1t is proposed
that the demerger will be effective in mid December 2003 subject to AMP Limited sharcholder approval.

(b} General business

{i) Basiy of acoounting

Al classes of business have been discontinued. Provision has been made for obligations that have been incurred
that are not expected fo be covered by the future profits of the operstion, including the expected future
investment return on the related assets and their digposal.

{iL} Premiums

Writien premiums are accounted for in the pericd in which the risk ncepts. Estimates are included for
premiums not notified by the year-end and provision 18 made for subsequent lapses.

Unearned premiums are calculated as the proportion of written premiums which relate to cover provided in the
period after the balance sheet date. This is caleulated on the 365ths method.

{iit} Claims

Full provision 1s made for the estimated cost of clatms, including clalms incurred but not reported affer taking
into account handling costs, anticipated inflation and scttiement trends. Any difference between the estimated
provigion and subseguent settlement are dealt with in the technical sccounts of later years.

(i} Dieferred veguisition costs

Deferred acquisition costs, comprising commission and other costs related to the acquisition of new insucance
contracts, are deferred to the oxtent that they are attributable to gross written premiums which are uncarned at
the balance sheet date.

{v) Egualisation provisions

Equalisation provisions have been established in accordance with the reguirements of the loterim Prudential

Sourcebook for Insurers to mitigate exceptional high loss ratios for classes of business displaying a high degree
of claims volatility.



HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Accounting policies {continued)
o Long term Business
i) Premitons

Premiums and annuity considerations are credited when they become due. Premiums in respect of linked long
term business are recognised when Habilities arising from these premiums are created.  Reinsurance premiums
are¢ charged when they are payable.

Funds at retirement under mdividual pension contracts left with the company are classified as new business
single premiums and for accounting purposes are included in both claims incurred and as single premiums
within grogs premiums written.

i} Claims

Claims payable on maturity are recognised whea the claim becomes due for payment and oo desth are
accounted for on notification. Surrenders are accounted for at the earlier of the payment date or when the policy
ceases to be included within the provision for unit-linked liabilities or the long-ferm business provision. Where
claims are payable and the contract remains in force, the claim instalment 15 accounted for when due for
payment. Claims payable include the costs of settlement.

ii1) Long term business provision and technical provision for nked Habilities

The long-term business provision for non-linked business is determined by the Pearl, National Provident Life,
NPI and London Life Appointed Actuaries following their annual investigations of the long-term businesses.
This provision is calculated initially to comply with the reporting requirements under the Interim Prudential
Sourcebook for Insurers, principally using the et premium valuation method.  Each calculation repregents a
point within a range of possible outcomes, and the assumpiions used in the calculations depend on the
circumstances prevalling in each life operation.  The principal assumptions are given i note 22, [t includes
explicit provision for vested bonuses including those relating to the current declaration. No such explicit
provision is made for future reversionary and terminal bonuses. The net premium valuation method makes
implicit provision for these bonuses by reducing the valuation rate of imterest.  The statutory solvency basis of
valuation 15 then adjusied by eliminating the undistibuted surplus carried forward together with general
contingency reserves and reserves required under the Insurance Companies Legislation. The provision, which is
initially caleulated on a statutory solvency basis, 15 adjusted to remove excessively prudent marging reguired for
statutory solvency purposes.

The technical provision in respect of linked business 1s equal to the value of the assets to which the contracts are
Iinked. An additional provision in regpect of mortality and other risks on linked business s included in the long
term business provision, caleulated initially to comply with the reporting requirements under the Interim
Prudential Sourcebook for Insurers using a gross premium cash flow method. This is then adiusted to eliminate
any undistributed surplus carried forward together with general contingency reserves and reserves required
under the Insurance Companies Legislation

v Deferred veguisition costs

Agquisition gosts, comprising all direct and indiveet costs arising from the conclusion of ingurance contracts, are
deferred as an explicit acquisiion cost asset, gross of tax, and amortised over the period in which the costs are
expected to be recoverable out of marging from matching revenues from related policies and in accordance with
the paitern of such margins. At the end of cach accounting period, deferred sequisition costs are reviewed for
recoverability, by category, against future margins firom the related policies in force at the balance sheet date.



HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED?
Accounting policies {continued)
o Long term business
W) Profit recognition and the fund for future appropriations

HHG has adopted the modified statutory solvency basis approach in the determination of profit.

Surpluses arising from the participating long-term business, as & result of the annual actuarial valuation of the
related assets and liabilities, are subject to the appropriation, by the directors, to participating policyholders by
way of bonuses and to sharebolders, which determines their profit reported i respect of participating business.

Any unappropristed surplus arising in long-term funds, which includes participating business, is carried forward
in the fund for future appropriations. All surplus in other business is attributable to sharcholders and included in
profit.

The fund for future appropriations represents all funds the sllocation of which to participating policyholders and
sharcholders has not been determined at the balance sheet date.  Transfers between the fund for furure
appropriations and the ong-term business technical account represent the changes in these unallocated amounts
between balance sheet dates.

vi} Terminal bonws
No explicit provision is made for non-guaranteed bonuses vesting within the long-term business provision.
d Pacifie Fund

During the mid-1990s, Pearl Assurance PLC undertook an exercise to identify the extent to which unatiributed
surplug assets held within its with-profits fund could be aifributed to sharchelder contributions or historical
sharcholder entitlements, which had not been withdrawn from the fund. As a resuli of this exercise, £960m of
assels were identitied as being sharcholder assets. £42m of this capital was patd to the 90:10 fund in order to
acquire the rights to expected profit from the newly formed 0:100 fund. The remaining £918m of assets was
formally atributed to shareholders with the agreement of the UK regulator. A component of the agreement with
the regulator was the formal segmentation of the Pearl long term fund into separate with-profits (90:103 and
non-profit {0:100) components. The attributed assets, known as the Pacific fund, are an carmarked segment of
the Pear? 0:100 long ferm fund. Under the terms of the agreement with the Financigl Services Authority
(*FSA™), the attributed assets were required to remain within Pearl’s long term fund for a period of five vears
and could then be withdrawn subject to Pearl’s appointed actuary confirming that policyholder reasonable
expectations would not be affected by the withdrawal.  Although this five year period has expired, there is no
current expectation that the assets will be distributed to shareholders in the medium term.  As a result, the
consclidated net assets represented by the Pacific fund are considered non-distributable.

The results of all material subsidiary undertakings held by the Paciic fund are inttially recorded in the long term
business fechnical account, but are then transferred to the non-technical account. The transfer to the non-
technical account is included i investment expenses and charges. Investment retumn on all other assets held by
the Pacific fund is included in the balance on the technical account - long term business.



HHG PLC (formerly A.M.P. (UK) PLC)

Accounting policies {continued)
2) favestments
Investments are stated at current value at the balance sheet date, calcutated as follows:

«  Frechold and leased properties have been valued at open market value. Other than for leasehold properties
where the lease has less than twenty years unexpired term, no provision is made for depreciation of
investment properties. The directors consider that as these properties are held for investment, to depreciate
them would not give a true and fair view. BDepreciation i only one of many factors considered in the
independent valuation of such properties. [t is the Group’s practice to maintain properties occupied by the
Group in a continual state of sound repair. Accordingly the directors consider that ihe cconomic lives of
these properties and their residual values, based on prices prevatling at time of acquisition or subseguent
valuation, are such that any depreciation 18 insignificant and is thus not provided.

. Listed investments are stated at the middle market value.
*  Short-term deposits are meluded at cost.
. Other investments are shown at directors” estimates of market value.

« Interests in property limited partnerships within the long term business which cffect or establish
policyholder’s rights or otherwige held as part of the Group’s investment portfolic are accounted for as
jomt ventures, associaies of investmenis in land and buildings depending on the shareholdings and the
terms of each partnership agreement. Where the partnership is managed by a contractual agreement such
that no one party exerts control, notwithstanding the Group’s partnership share in the PLP, both direct and
indirect, may be greater than 50%, such PLPs have been sccounted for as joint ventures. lere, the
CGroup’s share of the respective PLPs gross assets and gross lisbilities are shown on the face of the
consolidated balance sheet, in accordance with the requirements of FRS 9 *Associates and joint ventures’.
Whete the Group holds minority stakes in PLPs, with no disproportionate influence, the relevant
investments are included in land and buildings at their market value.

yi] Investment income, realised and unrealised gains and losses on investorenss

Dividends are included as investment income on the date that shares become quoted ex-dividend. Interest and
rents are included on an carned basis.

Realised gains and losses are reported m the profit and loss account and are calculated as the difference between
net sale proceeds and the net carrying amount.

investment retum 15 allocated from the technical account - long ferm business to the non-technical account so as
to reflect the longer term investment retum on investments directly attributable to shareholders in the balance on
the technical account.

An gllocation of investment return from the non-technical account to the general business technical account is
made based upon the level of technical provisions and capital allocated to back these provisions.

& Goodwill

Goodwill arising on acguisitions, being the difference between the fair value of the purchase consideration and
the fair value of net assets acquired, is capitalised tn the balance sheet and amortised over its useful cconomic
life or twenty years if shorter. The carrying value of goodwill is tested annually for impairment. Any
impairment charge is recorded in the non-technical account in “Other charges.”



HHG PLC (formerly A.M.P. (UK) PLC)
NOTES TO THE ACCOUNTS (CONTINUED?

Accounting policies {continued)

hj Present values of acquirved in fovee business

The present value of gequired in-force business (PVIF) is recognised in the balance sheet as an asset. To the
extent that the PVIF will be recognised as profit over the remaining lifetime of the related in-force policies, it 15
amortised on a systematic basts, and the discount unwound, over the anticipated lives of the related contracts of
the portfolios. The carrying value of the asset is tested anoually for impanment. Any amortisation or
impairment charge is recorded in the long-term business technical account in *Other charges’.

ij Fixed assets and depreciation

Al items of capital expenditure are capitalised and depreciated on & straight line basis over their useful
economic life.

b Guarantee fund levies

Provision 1s made at the balance sheet date for levies declaced by the Financial Services Compensation Scheme
before completion of the financial statements. Proviston is also made 1f it 1s more likely than not that a levy will
be raised based on premium income, which has already been recognised in the financial statements.

ki Taxation

The Group recognises deferred tax assets and Habikties on & discounted basis to reflect the time value of money.
A discount rate has been selected that reflects the yield on government bonds which have & maturity date similar
to the likely average period for assets upon which deferred tax liabilitles and assets arise.  Deferred tax s
recognised in respect of all timing differences that have originated but not reversed by the balance sheet date
with the following exceptions:

»  Provision is made for deferred tax that would anse on remittance of the retained earnings of overseas
subsidiaries, assoctates and joint ventures only to the extent that, at the balance sheet date, dividends have
been accrued as receivable;

»  Deferced tax assets are recognised only to the extent that the directors consider that it is more likely than
not that there will be suitable taxation profits from which the future reversal of the underlying timing
differences can be deducted.

Deferred tax on changes in the fair value of investments 1s recognised in the profit and 1oss account.

The transfer from the long-term business account to the non-technical account is grossed up at the effective rate
of tax applicable for the year.

H] Pension costs

in accordance with SSAP 24, defined benefit pension costs are recognised on a systematic basis so that the cost
of providing retirement benefits to employees is evenly spread over the service lives of the employees
concerned.  Vartations arising from actuarial surpluses are spread over the average remaming service lives of
members to the extent that the resulting eredit does not exceed the regular cost. The Group also sperates a
defined contribution scheme. Contributions are charged in the profit and loss account as they become payable
in accordance with the rules of the scheme.

} Operating and finance leases
Assets used by the Group which have been funded through finance leases are capitalised and the resulting lease

cbligations are included n creditors. Rental payments under operating leases are charged to the profit and loss
gceount as tncurred.

1o



HHG PLC (formerly A.M.P. (UK) PLC)

Accounting policies {continued)
#j Borrowings

Borrowings issued at a discount are included in the balance sheet at their procecds, net of expenses, together
with any unamortised discount and issue expenses at the balance sheet date. The discount and expenses are
charged to loan interest in the profit and loss account over the term of the borrowings.  Interest payable and
receivable related to {nterest rate swaps on the Group’s borrowings are included within investment expenses and
charges in the profit and loss account.

o) Limited recourse bonds

Expenditure incurred in the tssue of the Limited Recourse Bonds 1s amortised at a constant rate over the term of
the loan and the carrying value of the Hability represents the par value less amortised issue oxpenses. Some
such {iabilities are secured on a block of existing policies. When the repayment of the liability is contingent
upon the emergence of the marging generated from future premiums or other mcome on the policies being
securitised, the present value of the fulure marging which are expected to finance the repayment is classified as
an asset in the balance sheet and included within Other Prepayments and Acerued [ncome.  This asset is
amortised in accordance with the repayment terms.

i) Foreign currencies
Transactions in foreign cwrencies are recorded at the rate ruling at the date of the transaction. Monetary assots
and liabilitics denominated in foreign currencies are retransiated at the rate of exchange ruling at the balance

sheet date. Exchange differences are taken to the profit and loss account.

Discontinued operations, general business gross written premiums

aj Discontinned operations gross premitums weitten

3iDec 30 June
2002 2003
£m L
Motor - -
Property - ;
Other 1 -
Total 1 -

# Discontinned operafions - Equafisation provisions

Equalisation provisions are established in accordance with the requirements of the Interim Prudential
Sourcebook for Insurers to mitigate exceptional high toss ratios for classes of business displaying a high degree
of claims volatility. These provisions, which are in addition fo the provisions required to meet the aniicipated
ultimate cost of settlement of outstanding claims at the balance sheet date, are required by Schedule 9A to the
Companies Act 1985 to be included within technical provisions in the balance sheet notwithstanding that they
do not represent liabilitles at the balance sheet date. This has had the effect of reducing sharcholders' funds by
£6m as at 30 June 2003 and £7m as at 31 December 2602, The movement in equalisation provisions during the
year resulted in an increase in the general business technical account result and the profit before taxation of £1m
in 2003 and £3m m 2002.



HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

3. Net operating expenses and other charges

aj Net operating expenses

Acguisition costs
Other
Commission
Change m deferred acquisition costs
{sce note 15(a}}
Administrative expenses

/7 Other fechnical charges and other charges

Amortisation of goodwill (note 19)

Impairment of goodwil {note 10}

Amortisation of present value of in foree
buginess {note 14)

Impairment of present value of in force business
(note 14)

Other expenditure

Operating exceptionsl charge included above

Technical account
General business

Technical account
Long term business

31 Dec 30 June 31 Dec 3 June
2002 2003 2002 2003
£m £m £m £m

. - 209 15

- - 29 H

4 - 44 58

(3} (1) 248 79

(13 (1} 530 158

Technical acecount
Long term business

Non-Technical account

31 Dec 30 June 31! Dec 3 June
2002 2003 2002 2003
£m £m £m £m

17 - 33 25

- - 206 272

4] - - -

41 19 R .

8 97 161 164

72 116 404 461

41 19 336 379

included I the other expenditure above is an exceptional charge in respect of the restructuring of the UK
Financial Services business during 2002, Restructuring costs of £16m were paid during 2602 and a further
£168m was provided in 2002 to complete the closure of the direct sales force operations of Life Services.
Further exceptional costs of £107m were incurred in 2003 in respect of the changes to the UK Life Services
business required as a result of the proposed demerger from AMP Limited announced on 1 May 2003 and the
decision to close all life companies to new business. This was in respect of £64m of restructuring costs, £34m
relating to the vacation of leasehold properties and £9m of sundry other costs {see note 243,

Also included in the table sbove are exceptional charges in respect of the impairment of the Group’s purchased
goodwill. These have arisen from reviews by management at 31 December 2002 and at 36 June 2003, The
discount rate used to caleulate the impairment of goodwill was a rigk free rate of 4.37% (2002: 4.63%), plus a

risk factor of 6% (2002: 5%).



HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Net operating expenses and other charges {continued)

o Analysis of operating exceptional items

For the year ended 31 December 2002 and the six months ended 30 June 2003

Impairment of goodwil {note 10}

Impairment of present value of in force business

(note 14)
Restructuring costs {note 2(b})

Impairment of contingent loans (note 5(a}}
Charges arising from changes in actuarial

assumptions (note 21(1))

d Depreciation

Net operating expenses include:

Depreciation of tangible fixed assets
e) Analysis of staff costs

Staff costs comprise:

Salartes and wages

Social security costs
Total

yi] Average employee nambers

Technical account
Long term business

Non-Techunical account

The average number of employees of the Group during each period was as follows:

Henderson

Life Services
Oiher

Total employees

19

31 Dec 30 June 31 Dec 3 June
2002 2003 20012 2003
£ £ £m £m
- - 206 272
41 19 - .
- - 124 107
- - 136
“ 242 - .
41 261 334 500

3iDec 30 June

20012 2003

£m £m

16 H

3iDec 30 June

20012 2003

£m £

239 1453

22 i1

261 14

3iDec 30 June

20012 2003

No No

1,225 785

5,440 3,255

864 THE

7.529 4,808




HHG PLC (formerly A.M.P. (UK) PLC)
NOTES TO THE ACCOUNTS (CONTINUED)

3. Net operating expenses and other charges {continued)

& Auditors” remunerafion

Statutory audit services

Statutory regulatory reporting

Non-statutory audit of half year financial information
Further assurance services

Tax advisory services

Other non-audit services

Total services

4.  Segmental information — Long term business
Almost all business 18 direct and written in the UK in respect of continuing operations.

aj Analysis of gross premiums written

Premiums from individuals
Premiums from group contracts

Life business
Anopuity business
Pension business

# Analysis of earned premivms, net of reinsurance

Premiums from individuals
Premiums from group contracts

Life business
Annuity business
Pension business

31 Dec 30 June
2002 2003
£m £

1.6 -

0.5 .3

- 1.5

1.0 0.1

(1.2 -

- 2.6

33 4.5

31 Dec 30 June
2002 2003
£m £
1,801 737
245 140
2,136 877
747 196
208 159
1181 572
2,136 877
31 Dec 30 June
2002 2003
£m £
1,886 736
245 140
2,131 876
742 195
208 1459
1181 572
2,131 876
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Segmental information — Long term business {continued)

o) Analysis of gross preminms written by way of direct insurance split by preminm type

Regular premivms
Single premiums

d Analysis of gross preminms written by way of divect insurance split by contract fype

Non-profit contracts
With-profits contracts
Linked contracts

e) Analysis of new gross written premivms

Life business
Annuity business
Pension business

Direct

31 Dec 30 June
2002 2003
£m £
789 418
1,347 459
2,136 877
31 Dec 30 June
2002 2003
£m £
376 240
1.214 332
346 345
2,136 877
31 Dec 30 June
2002 2003
£m £
449 37
112 108
878 334
1,439 476

industrial branch premiums of £17m in 2003 and £47m in 2002 are classified as regular premium with-profits

life business in the above analysis.

yi] New business annual preminm equivalent

Annuelised premium equivalent

37 Pec
2002
£m

227

30 June
2003
£

60

21
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HHG PLC (formerly A.M.P. (UK) PLC)
NOTES TO THE ACCOUNTS (CONTINUED)}
Segmental information — Long term business {continued)

£ Analysis of new gross preminms written by way of direct insurance

Regular premiums (annualised)
Single premiums

Non-profit contracts
With-profit contracts
Linked contracts

in clagsifying new business premiums, the basis of recognition adopted is as follows:

«  Incremental increases on existing policies are classified as new business premiums.

31 Dec 30 June
2002 2003
£m £

02 20
1,347 459
1,439 476
3154 210
711 RO
374 180
1,439 476

«  Rebates from the Department of Social Security are classified as new single premiums.

«  Fundg at retirement under individual pension contracts left with the Company are classified as new
buginess single premiums and for accounting purposes are included in both claims incurred and as single

premiums within gross written premiums.

hj Analpsis of batance on fechnical account

Non-tnked:
Life and annuity business
Pension buginess
Sharcholders’ attributable aggets — other
Goodwill amortisation

Linked:
Life business
Pension business

22

31 Dec 30 June
20012 2003
£m £m
) {6y
(46) (110}
52 {170}%
(17) -
{5) (286)
{3) -
(46) 5
{49 5
(34) (281}




HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}
5. Investment return
@) Actual investment income
Technical account Non-fechunical account
Long Term Business
31 Dec 34 June 37 Dec 30 fune
2002 2003 2002 2003
£ £m £m £m
income from fand and buildings 162 36 -
Income frony other investments 1,232 626 103 iR
Gaing on the realisation of
tnvestments “ " - -
investment income 1,394 682 103 IR
Unrealised {losses)/gains {3.545) 872 {16) {116)
{nvestment management expenses and {93} (15) (14) -
charges
Interest on bank loans and overdrafis (%) - - -
Other loar interest {59} (35 (78) (37
Losses on reatisation of investments {137y {642) - {9)
Investment expenses and charges (298} {687) {92) {46)
Total nvestment return {2,440 867 {5) {144)

included in unrealised {osses in the non-technical account 15 an operating exceptional charge in respect of the
impairment of the contingent loan to the long term funds of London Life Limited (see note 27}, which was
caused by changes arising from the restructuring of Life Services resulting from the proposed demerger of AMP
Limited announced on 1 May 2003,

# Longer term investment retirn

1} The longer term investment return, net of expenses, allocated to the general business technical account in
2003 was £3m (2002 - £8m}. The longer term investment return transferred from the long term business
technical account in 2003 was £2m (2002 - nil}.

ity The longer term mvesiment return and short-term fluctuations are as follows:

Shareholders interest in Long Nen-tong term business
term business
31 Dec 30 June 31 Dec 36 June
2002 2003 2002 2003
L £ £ £
Total mvestment return before tax 37 27 (3} {144}
Legs: investment return not supporting general - - 3 147
insurance
37 27 (2} 3
Longer term investment retum 37 28 8 3
Short term fluctuatzon iz Investment retum - (2} {10 -
37 27 (2} 3
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Investment return {confinued}

H Longer term investment return (continued)

i) The longer term return 1% calculated separately for general insurance business and certain long-term
buginess operations. 1n respect of equities, properties, gilts, corporate bonds and cash the return is
calculsted by multiplying the opening market value of the investments by the longer term rate of invesiment
return. The longer term rate of investment return 15 set by reference to the market redemption yields at the
measwement date. The aHocated longer term return for other investments 1s the actusl income receivable
for the year.

iv) The principal assumptions underlying the longer term investment return are:

31 Dec 30 June

2002 2003

% %

Equities 8.0 79
Gilts 5.6 5.0
Corporate bonds 5.5 5.5
Properties AY 6.6
Cash 4.6 35

v)  Comparison of longer term investment return with actual returns.
The actual return on investments, before deducting investment management expenses and charges, is
compared below with the aggregate longer term return over a five year period.

fJan 1998 | huly
to 31 Dec 1998 ta 30
20012 June 2003

£m L
Actual return attributable to sharcholders:
Long-term business 331 270
Non long-term business 60 50
Long term return credited to operating resulis:
Long-term business 339 3z7
Non long-ternm: business 68 53
Excess / (shortfally of actual returns over longer term returns (&Y (62}
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Faxation

@) Taxation

United Kingdom corporation taxation:
Current tax charge / (¢redit) for the period
Adjusiments for previous years

Overseas faxation
Double taxation relief

Tax attributable to sharcholders’ long term
business profits

Total current taxation

Deferred taxation

Origination and reversal of timing differences
Adiusiment to the estimated recoverable amount
of deferred tax assets arising in previous periods
Deerease S (Increase) in discount

Total deferred taxation

Total tax (relief) / charge

Technical account
Long term business

Non-Technical account

31 Dec 30 June 31 Dec 3 June
22 2003 2002 2003
£ £m £ £m
75 56 {203 )
{11%) 2 (1 |
{43y 58 20 16
) 2 - -
(1) : ~ -
- - 23 {121
{3%) 6} {44} {105}
{245 {12) 3 3
24 12 - -
27 (1 - -
{194y {1 5 3
(233 59 {39 {162}

After tsking account of reliefs to which the Group is entitled, UK corporation tax on profits atiributable to
sharcholders has been accounted for at the rate of 30% (2002 : 30%). The tax rates for the life policyholders are

22% and 209 (2002 : 22% and 20%).
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Faxation (continued)
# Factors affecting tax charge for period

The tax assessed in the period is higher than the standard rate of corporation tax in the UK and the differences
are explained below.

The standard rate of tax has been determined by using the UK rate enacted for the period for which the profits
will be taxed.

37 Dec 30 June
2002 2003
£m £
Profit / {foss) on ordinary activities before tax (341} {978
Profit / {loss) on ordinary activities multiplied by the standard rate of corporation {103) (293
tax in the UK of 30% {20062 30%:)
Effects of:
Non-taxable book gains on sales / revaluations of subsidiaries and associates 26 (5}
Non-taxable goodwill amortisation and impairment 74 131
Other disallowable expenses 13 9
Other timing differences other than on long ferm business 2 42
Adjustment to tax charge in prior periods 1) 10
Tax effect of allocated long term investment return - -
Non taxable income {9) 1
Current tax charge / (credit} for the period {44} {1053
o Factors that may affect future tax charges

The deferred tax assets, which have not been recognised due to the uncertainty of their recoversbility in the
foreseesble future, comprise:

31! Dec 30 hune 31 Dec 30 June

2002 2003 2002 2003

£m £m £m £

Unrealised losses on investments 25 20 6 1
Provisions and other timing differences 6 7 15 18
Capital and Trading Losses 66 143 6 53
97 172 31 72

26



HHG PLC (formerly A.M.P. (UK) PLC)
NOTES TO THE ACCOUNTS (CONTINUED)
Other income

Other technical income and other income 1neludes elements of the profit before tax on the investment
menagement business and commission on sales made by 1FAs {Towry Law).

Lxceptional items

The non-operating exceptional items have arisen from the disposal of the following businesses:

31 Dec 30 June
2002 2003
£m L
Cogent Investment Operations Limited 74 -
Henderson UK Private client business 8 7
Total profits on disposal of businesses 82 7
Cogent Investiment Operations Limited
On 2 September 2002 the Group completed the sale of Cogent lnvestment Operations Limited, a subsidiary
undertaking, which resulted in a profit of £74m. The disposal 15 analysed as follows:
£m
Net agsets disposed:
Tangible fixed assets 5
Debtors 13
Cash at bank and in hand 27
Creditors (35
Goodwill 12
27
Profit on disposal 74
101
Satisfied by:
Cash 101

in accordance with FRS 12 the sale proceeds exclude any recognition of fature ingtalments to which the Group
may be entitled, since they are considered to be contingent. The future instalments ave dependent upon certain
criteria relating to the performance of the disposed entity and therefore it 1% nol practicable to provide an

estimaie of thetr financial effect.

Henderson s LK private efiemt business

During 2002, the group disposed of its UK Private Client Asset Management business to Newton Investment
Management resulting in £8m profit on disposal in 2002, A further £7m of profit arose during 2003 on receipt
of a further tranche of proceeds from this disposal. This was not recognised during 2002 since it was considered

contingent.
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HHG PLC (formerly A.M.P. (UK) PLC)
NOTES TO THE ACCOUNTS (CONTINUED)
HHG birectors’ emolaments

@) HHG Directors’® emoliiments

Emocluments (excluding pension contributions and awards under share option
schemes and other long term incentive schemes)

Contributions to money purchase pension schemes

Directors” and past directors” retirement benefits in excess of entitlements

Compensation to former director for loss of office

# Highest paid director’s emoluments

Emocluments (excluding pension contributions and awards under share option
schemes and other long term incentive schemes)

Contributions to money purchase pension schemes

Compensation for loss of office

o Number of divectors

Number of directors who:

- are members of & money purchase pension scheme

- have recelved awards during the year in the form of shares
under long term fncentive schemes

31 Dec 30 June
2002 2003
£'000 £000
761 491

19 32

32 16
1,604 -
31 Dec 30 June
2002 2003
£'000 £000
541 165

19 12
1,694 -
31 Dec 30 June
2002 2643
Number Number
- 2

1 -

The emoluments disclosed i the notes to these accounts are in respect of the directors with qualifying services
for the Group and for those directors comprise their total emoluments in respect of services to the HHG Group.
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Goodwill

Cost
At 1 January
Disposal of Cogent [nvestment Operations Limited

At 31 December / 30 June 2003

Amortisation and Impairment

At 1 January

Amortisation charge for the year:
Technical account - long term business
Non-technical account

[mpairment charge for the year

Disposal of Cogent [nvestment Operations Limited

At 31 December / 30 June 20043

Net book value at 31 December £ 30 June 2063

The goodwill relates to:

Netf Book Value

Henderson

MNational Provident [nstitution
Peayl Assurance

Towry Law

Investments

aj Investments - Land and building

Land and buildings at current market value

At 1 January 2002

Additions

Disposaly

Surplus ¢ {deficil} on revaluation
At 31 December 2002

At 1 January 2003

Additions

Disposaly

Surplus / (deficit) on revaluation
At 30 June 2003

Land and buildings at cost:
At 31 December 2002

At 34 June 2003

29

30 June

2003

£

1,847

1,847

1,222

25

272

1,519

288

30 June

2003

£

233

32

21

288

Long Short
Freehold leasehold  leasehold Total
£ £ £m £m

1,463 822 1% 2,303
351 44 - 3901

{404} (257} - {661)
a3 64 1 158
1,503 669 19 2,191
1,503 669 19 2,191
13 42 - 533

{195} {118y - {313)

{129 (1) (1} (140)
1,192 A83 18 1,793
1.506 473 5 1,684
1,228 538 5 1,763
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Investments {eonfinued}

@} Investments - Land and buildings (continued)

Al properties held by the Group were valued as at 30 June 2003 and 31 December 2002 by qualified
professional valuers working for the company DTZ Debenham Thorpe.  Investment properties were valued on
the basis of open market value. The properties in owner occupation for the purposes of the Group’s business
were valued on the basis of existing use value. All valuations were carried out in accordance with the RICS
Appraisal and Valuation Manual. All such valuers are Chartered Surveyors, bemg members of the Royal
institution of Chartered Surveyors.

Other than for leaschold properties where the lease has less than twenty years unexpired ferm, no provision is
made for depreciation of investment properties.

Leasehold properties include £302m (20020 £283m) property reversions arising from sales of the NP Exira
income Plan. The reversionary interest 18 valued as the National Provident Life Limiied proportion of the
current market value, projecied for the lifetime of the policyholder at the assumed future increase in house
prices, then discounted back to the valuation rate of interest.

included in the figures shown for current value is £41m {2002: £43m} in respect of buildings which are owned
and oceupied by the Group.

# Investments in Property Limited Partnerships

As part of their investment strategy, the UK long-term business policyholder funds have invested in a number of
property {imited partnerships (“PLPs”} through a mix of capital and loans. The PLPs are managed by genceral
partners (“GPs™), in which the UK long-term business sharcholder companies hold cquity stakes and which
themselves hold nominal stakes in the PLPs.

Most of the PLPs have raised external debt, secured on their respective property portfolios. The lenders are only
entitled to obtain payment, of both interest and principal, to the extent that there are sufficient resources in the
respective PLPs. The lenders have no recourse whatsoever to the policyholder or shareholders” funds of any
company of the Group.

Accounting for the PLPs as subsidiary undertakings, joint ventures, associates or other financial investments
depends on the shareholdings in the GPs and the terms in each partoership agreement. Where the Group exerts
control over a PLP, it hay been treated as a subsidiary and its results, assets and labilities have been
consolidated. Where the partnership is managed by a contractual agreement such that no one party exerts
control, such PLPs have been accounted for as joint ventures. Here, the Group’s share of the respective PLPS
gross assets and gross ltabilities are shown on the face of the consolidated balance sheet, in accordance with the
requirements of FRS & “Assoctates and joint ventures™. Where the partnership i1s managed by & contractual
agreement, such that the Group can exercise a significant influence, but one other party controls the partoership,
such PLPs have been accounted for as associates. Here, the Group’s share of the respective PLPs’ net assets and
Itabilities are shown on the face of the consolidated balance sheet, in accordance with the requirements of FRS ¢
“Associates and joint ventures”. Where the Group holds minority stakes in PLPs, with no disproportionate
influence, the relevant investments are included in other financial investments at their market value.

o Investments in participating interests
Cuost Carvving Value
2002 2003 2002 2003
£m £m £m L
[nterests in associate undertakings 429 438 413 406
[nterests 1 joint ventures 173 173 260 263
Total 602 611 673 669
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Investments in joint ventures

Movements i the Group’s Investments in joint ventures comprise:

3! Dec 30 June
2002 2003
£m £m
Share of result for the year after tax 14 3
Unrealised investment (fosses} / gaing after tax (23 {(2)
Additions / (disposals) 78 -
Movements in invesiments in joint ventures 86 3
Balance at start of period 174 260
Balance at end of period 268 263
2) Tavestments in associates
2002 Long term business Non-long term business
Share of Share of
Capital Capital Total
and and carrying
Reserves Louan Reserves Loan Goodwill vitfue
£ £m £ fm £m £m
BE‘:I]&]}C& at beginning 319 10 (38) 04 6 101
of year
Operating profit /
{loss) for the year 18 - (43 - - 14
after tax
[nterest on loans to . .
. - - - H - i)
associates
{Disposalsy Additions {19} 20 - 1 - 2
Movements in year (1) 24 (4 7 - 22
Balance at end of 318 30 (42) 101 6 413
year
2003 Long term business Non-long term business
Share of Share of
Capital Capital Total
and and carrying
Reserves Louan Reserves Loan Goodwill vitfue
£m £m £m Lm £m £m
Balance at beginning 318 30 (42} 101 6 413
of year
Operating loss for the :
year after tax (14) ) (0 i ) (13)
{Disposalsy Additions {39} 56 - - - 17
Capitalisation of N ; 6 (9) 3 ;
loans
[mpairment of . .
zoodwill i ) i i &) &)
Movements in year {53} 56 ) {9) (63 (7%
Balance at ¢nd of 265 86 (37) 92 - 406

year
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED)
Investments {eonfinued}
¥l Other financiol investments
37 Dec 31 Dec 30 June 30 June
2002 2002 2003 2003
Market Market
Value Cost Value Cost
£m £m £m £
Shares and other varigble yield securtties and
units in unit trusis 7,565 7,985 3,300 3,259
Debi securities and other fixed income
SECUrities 11,811 16,509 13,339 12,303
Loans secured by mortgage 80 &0 88 8%
Other loans 17 17 9 G
Deposits with credit institutions 3,562 3,561 3,594 5,048
23,035 22,152 22,730 21,609
Listed invesiments included above 10,420 20,876 16,640 15,564
Assets held to cover linked Habilities 3,509 4,812 4,317 4,480
Debtors
aj Debtors arising out of direct insurance operafions
37 Dec 30 June
2002 2003
£m £
Amounts owed by poHeyholders 38 28
H Other debtors
37 Dec 30 June
2002 2003
£m £
Outstanding sale of investmenty 308 90
Amounts due from AMP Limited group undertakings 3 5
Other debtors 234 282
Corporation tax recoversble 48 -
593 381
Tangible assets
Total
£
Cost
At 1 January 2063 55
Additions 3
Digposals {6
At 30 June 2003 52
Depreciation
At 1 January 2063 14
Charge for the vear 6
On disposals {3)
At 30 June 2003 17
Net book value at 38 June 2603 35
Net book value at 31 DPecember 2002 41
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

14. Present value of in force business

31 Dec 30 June
2002 2003
£m L
Cost
At start and end of period 1{)1 101
Amortisation and Impairment
Amortisation:
At 1 January 21 68
Amortisation charge 6 -
Impairment charge 41 19
68 87
Net book value
At end of periad 33 14
At start of period 80 33

The principal assumptions used to calculate the Present Value of In Force Business are the same ag those used to
calculate the Long Term Business Provision {see note 20).

15.  Prepayments and Aecrued Ineome

aj Deferred Acguisition Costs

General Long term Total

business business

L £m £m

At 1 fanuary 2003 - 243 243
Decrease i year - {58} {58}
At 30 June 2603 - 185 185
# Orther prepaynvents and acerned income

Other prepayments and acorued income includes £135m (2002: £232m) of accrued income which represents the
value of surpluses arising on the block of business securitised.

16. Share capital

aj Share copitaf authorised
3 Dec 30 June
20432 2043
£m L
1.006m undesignated shares of £1 each A ELE 1,0{30

The authorised share capital 15 undesignated in accordance with the Company’s Memorandum and Articles of
Assoctation.
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}
Share capital {eontfinued}
# Share capitaf allotied
31 Dec 30 June
2002 2003
£m L
Alotied, called up and fully paid
Equity shares:
Ordinary shares of £1 cach 338 787
Non-equity shares:
A’ non-redeemable preference shares of £1 each 17 17
‘B’ redeemable preference shares of £1 cach - -
‘¢ redeemable preference shares of £1 cach 249 -
804 804

On 23 April 2003 the Company issued 10 million ordinary shares with a par value of £1 each in exchange for
AMP Financial Services Holdings Limited’s minority interest in Peart Group Limited, which was deemed fo
have a value of £15 million.  This transaction meets the FRS 6 defiition of a group reconstruction in that it 1s a
transfer of a sharcholding in & subsidiary undertaking from one group company to another. As a resull merger
gccounting has been applied. Consequently, the comparative financial information has been restated to include
the results of the minority interest for all previous periods presented.  The additional share capital of £10m and
share premium of £5m created by this transsction have also been included in the comparatives and the minority
interest credit in the 2002 non-technical account has been eliminaied on restatement.

On 26 June 2003 the Company issued 248,930,600 ordinary shares with a par value of £1 each for a total
consideration of £248,936,060. On the same day the Company redeemed the ‘C class redeemable preference
shares with a par value of £1 each, for a total redemption value of £248,930,000.

The holders of the ‘A’ preference shares are entitled pari-passu with the holders of the ‘B’ and *C” redeemable
preference shares, bul in priority to the holders of any other shares, to & floating rate cumulative preference
dividend at a rate of LIBOR plus 1.2% per annum per share payable half yearly on 30 June and 31 December.
The holders of the *C” redeemable preference shares are entitled pari-passu with the holders of the “A” and B’
preference shares, but in priority to the holders of any other shares, to a floating rate non-cumulative preference
dividend at a rate of LIBOR plus 1.6% per annum per share payable half yearly on 30 June and 31 December.

On a return of capital on liquidation or otherwise, the holders of the A" preference and ‘B’ and ‘C’ redecmable
preference shares are entitled to ratesble repayment of their capital plus sny arrears of their dividend m priority
to all other shares but are not entitled to any further participation in assets

The “C’ redeemable preference shares are redeemable at par on 31 December 2021 and in addition at any time
before then at par, plus any arrears of their dividend from the most recent dividend payment date to the date of
redemption at the opticn of HHG providing not less than 7 days nolice in writing 18 given to the holders of these
shares.

The “A’ preference shares have no voulng rights. The ‘B” and *C” preference share holders are entitled on a poll
to one vote for every five B’ or ‘C’ preference shares held and to one vote on a show of hands.
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}
17. Reserves

Profit

Share Capital and loss

Premium reserve oot

L L L

At 1 January 2002 as previously stated - 2 257
Retained loss for the financial year as previously stated - - {324}
Restatement for acquigition of minority interest {see note 1(a)) 5 - {3
Capital contribution - 290 -
At 1 January 2003 3 292 {70)
Retained {oss for the 6 monihs ended 30 june - - (R76)
At 30 June 2603 3 292 (946)

The consolidated profit and loss account includes non-distributable amounts in respect of the Pacific fund of
£608m (2002: £ 782m).

18. Reconciliation of movement in shareholders’ funds

3! Dec 30 June
2002 2003
£m L
At 1 fanuary as previously resiated 1,056 1,031
Restatement for acguisition of minority intorest {see note 1(a)) 1§ -
Ag restaied 1,068 1,031
Loss for the financial year (302} {876}
Dividend on equity shares - -
Dividend on non-equity shares {25) -
(327) (876)
Redemption of £178m ‘B’ preference shares (178) -
fssue of £178m “C” preference shares 178 -
Redemption of £255m ‘B’ preference shares - -
fssue of £255m *C” preference shares - -
Redemption of £184m ‘C” preference shares (184) -
issue of £184m ordmary shares 184 -
Redemption of £249m (7 preference shares - {24%)
fgsue of £249m ordmary shares - 249
Capital contribution 290 -
Shareholders’ funds at 31 December 7/ 30 June 1031 155
19.  Fund for future appropriations
3! Dec 30 June
2002 2003
£m L
At 1 January 1,508 527
Arising on acquisition of National Provident Institution - -
Transfer to technical account (981) {389y
Balance at 31 December / 30 June 327 138
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NOTES TO THE ACCOUNTS (CONTINUED}

Policylolder liabilities
Long lerm business provision

Material judgement is reguired in calculating the long-term business provision. In particular, there is discretion
over the chotee of assumptions used.

The principal assumptions used to calculste the long term business provision for the main classes of business,
excluding linked business liabilities, are:

@) Interest Rofes

Valuation interest rates

With profits Non profit
3! Dec 30 June 30 June 30 June
2002 2003 2002 2003
% % % %
Basic life assurance 3.4-4.7 3.1-35 2.5-4.7 2.9-4.0
Pension business 3.25-6.0 3.9-5.6 3.25-5.0 3.9-5.0
Pension aanuity in payment 2-6 3.2-4.1 425-53 3.8-5.0
General annuities 4.5 3.25-38 3949 3.25-4.2
Unitised with profit (life) 1.5-6.0 2.2-59 5.49 4.48
Unitised with profit (pension) 2.5-5.5 3.8-445 a a
P N/a N/a 4.8 4.2
The interest rate assumptions are based upon the vields on the assets backing the Irabilities as at the year-end
# Mortality Rates
31 Dec 30 June
2002 2003

Hasic Life agsurance

Penston Business

Annuity in payment

Unitised with-profits

PHI

AGT-T0 Ult with adjustments,
AM/F A92 and ELT14(0M)

A67-70 Ult with adjustments,
IM/ FRO C2020 with adjustments
and AM/F A92

IM/IF8G C2013,

IM/EFSG C2026,

PM/T A92 C2015, IM/F 80
2614, all with adjustments
A67/70 Ult with adjustments and
AMIAF92

CMIR12 with adjustments

AG7-70 Ul

AM/F 86 Ul,

AM/F A92 and ELT14(M}, all with
adjustments

A67-70 Ul

AM/TF 86 Ult and AMF A92, all
with adjustments

IMUTF 80, IM/AF 80 C2014/2015,
PMAF A92 Year of use, IM/F L2
Year of use, RMAF V92 Year of
use, all with adjustments

A67-70 Ul

AM/TF 86 Ult and AMF A92, all
with adjustments

CMIR12 with adjustments

The annuity mortality assumptions are based on published CMI mortality tables taking inte account the results
of the Group’s own experience investigations.
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NOTES TO THE ACCOUNTS (CONTINUED}

Policyholder liabilities (continued}

o Methodology

Conventional non-linked liabilities were valued using either a net premium method or a gross premium meihod
with explicit allowance for future bonuges and expenses.  Accumulaiing with-profits Iabilities were valued
using a gross premium valuation {allowing for any guaranteed bonus rate), subject to a minimum of the
guaranteed policy benefit on surrender. The long term business provision for linked Habilities was caleulated
using a gross premium cash flow method of valuing the provision in respect of mortality and other risks.

d Provision for Bonuses

The provision includes £85m {2002 £165m) in respect of bonuses added following the valuation at the end of
cach period.

The total bonuses attributable to the year are as follows:

31 Dec 30 June
2002 2003
£m L
Provided declared bonuses, included in the movement in the long term business 165 85

provision
[nterim and terminal bonuses, included i claims paid 367 48
532 153

e) Review of Mortgage Endmwments

The Financial Services Authority carried out a review of mortgage endowments in 1999, Ag a result all
mortgage endowment policyholders were provided with information on the performance of their policy. These
accounts include provision for the estimated costs of Investigating and settling complaints associated with
mortgage endowments and for the estimated cost of meeting promises given to specilic poleyholders. The total
amount provided for at 30 June 2003 was £233m (2002 £266m).

¥ Guaranteed Annuity Options

The provisions held in respect of guaranteed annuity options are a prudent assessment of the additional Hability
incurred under the option on a basis and method consistent with that used to value basic policy labilities, and
includes a prudent assessment of the proportion of polieyholders who will cheose to exercise the option.  The
total amount provided for at 30 June 2003 was £586m {20021 £723m).

£ Pension transfers and opt ouss

Group compantes have set up provisions for the review and possible redress relating to persomal pension
policies. These provisions, which have been caleulated using data derived both from detatled file reviews of
specific cases and from a statistical review of other owstanding cases, are included in the long-term business
provision. The provision for possible redress meluded in the {ong-term business provision for Phase T cases is
£373m (2002: £323m) and for Phase 2 cases1s £9m {(2002:£25m).

hj Orther specific matters
The Financial Services Authority raises matters from time to time that impact the Group and many others in the
industry. These accounts reflect those that the directors and reporting actuary consider reguire provisioning

based on current regulatory requirements.

included in the long ferm business provision are additional costs associated with the misselling of pension
policies of £28m (2002: £31m).
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NOTES TO THE ACCOUNTS (CONTINUED}

20. Policyholder liabilities (continued})

i) Operating exceptional charge
31 Dec 30 June
2002 2003
£m L
Operating exceptional charges included in change in long term business provision - 242

The change in long term business provision for the six months 30 June 2003 included the following exceptional
charges:

a) increases in technical provisions in National Provident Life Limited that have arisen as a result of the
changes in equity backing ratios and other actuartal assumptions changes arising from the proposed
demerger of the AMP business announced on 1 May 2003, which have lead to the impairment of the
contingent loans made by Pearl Assurance ple (see note 27). The sharcholders share of the write-downs
i £171m.

b} increases in technical provisions of £71m Pearl Assurance ple resulting from changes in actuarial
assumptions arising from the proposed demerger of the AMP businesses announced on 1 May 2003,

21.  Deferred taxation

@} Provisions for faxation
Reconciliation of movements in deferred tax: 31 Dec 30 June
2002 2003
£m £
At 1 January 186 (%
Release / (charge) for the year:
Technical account ~ long term business (194} {hH
Non technical account 3 3
At end of period {9) {7y
# Deferrved taxation provisions
The components of the net deferred tax lisbility / {asset) are as follows: 37 Dec 30 June
2002 2003
£m £
Unrealised gains in investments 39 30
Deferred acquisition costs {60} (48}
Capital allowances 9 9
Short term timing differences - -
Total undiscounted {12y {9)
Total on a discounted baus (9 {7}

A deferred tax asset has been recognised in respect of long-term business acquisition expenses where relief i3
deferred under corporation tax legislation. 1t has been determined that taxable income of future periods will be
sufficient to enable relief for these expenses as they fall to be deductible.
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HHG PLC (formerly A.M.P. (UK) PLC)

Claims outstanding

aj Claims outstanding

General business
Life business

hi General business 2002

One year business:
- notified outstandings
- incurred but not reported

- claims handling expenses

Funded business

General business 2003

One year business:
- notified outstandings
- incurred but not reported

- claims handiing expenses

Funded busimess

NOTES TO THE ACCOUNTS (CONTINUED}

31 Dec 30 June

2002 2003

£m £

360 327

86 147

446 434

(ross Reinsurance Net
£m £m £m
49 45 4
21 i% 3
T4 63 7
T4 63 7
200 235 53
3640 298 62
(ross Reinsurance Net
£m £m £m
37 34 3
19 i5 4
36 49 7

1 - i
37 49 8
270 217 53
327 266 61

in caleulating the technical provisions in respect of certain long-term marine, aviation and reinsurance buginess,
the future investment income on the assets held to cover the related provisions has been taken into account by
discounting future cash flows. The average period before the liability will be settled has been estimated at 10
years for 2003 and 9.5 years for 2002, The provision has been discounted at an interest rate of 4.00% for 2003

and 4.25% for 2002.

The overall effect is o reduce the net technical provisions for those classes of business referred to sbove at 30
June 2003 by £13m from £5Tm to £38m (2002: by £14m from £50m to £36m). The total amount of the
investment return which corresponds to the unwinding of the discount 1s £1m (2602: £1m).

The overall effect is to reduce the gross technical provisions for those classes of business referred to sbove at 30
June 2003 by £17m from £65m to £48m (2002: by £20m from £70m to £50m). The total amount of the
investment return which corresponds to the unwinding of the discount 18 £2m (2002: £2m).



HHG PLC (formerly A.M.P. (UK) PLC)
NOTES TO THE ACCOUNTS (CONTINUED)

22,  Claims outstanding {continued)

c} Life business

Gross and Net
37 Dec 30 June
2002 2003
£m £
At 1 lanuary 68 86
Arising on acquisition of National Provident - -

Institution
increase in the year 18 21
At 31 Decembor £ 30 June 86 H¥7
23,  Debenture loans and amounts owed to eredit institutions

37 Dec 30 June
2002 2003
£m £
DM 1bn 4.875% notes due 2008* (see nole a) 355 355
£160m 6.375% notes due 2010* 139 159
£46m floating rate notes due 2003% 44 40
AS1,150m floating rate perpetual loan notes® (see note b) 402 402
£32m 4.207% loan due 2003 {see note ¢} 3z -
Floating rate guaranteed unsecured Ioan notes due 2604 and 2006 12 10
A$253m loan due 2012 {sce note I} G4 90
1,696 1,056
Subordinated Loan 9.625% undated ** {see note ) 134 130
Limited Recourse Bonds 2012 7.39% **{see note g) 112 2
Limited Recourse Bonds 2022 7.5% **(see note g) 117 17
Fotal debentire loans 1,449 1,413
Bank loans ** (se¢e note d} 76 -
interest free refinancing loan ** {sce note f) 251 258
Total amounts owed to eredit institutions 327 258
Total borrowings 1,776 1,673

* lggued under a US$4bn debt securities programme of AMP Group Holdings Limited, AMP Group Finance
Services Limited and AMP (UK) Finance Services ple. The latter company is a wholly owned subsidiary of
HHG ple. The other two companies are subsidiavies of AMP Limited, HHG ple ultimate parent company.
AMP Group Holdings Limited guarantees issucs made by AMP Group Finance Services Limited and AMP
(UK) Finance Services ple. The programme is listed on the Luxembourg Stock Exchange.

** Borrowings of National Provident Life Limited long term fund.
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Debenture loans and amounts owed to credit institutions (continued)

a)

b)

¢)

d

e)

f

2)

h)

i)

The DM1bn 4.875% notes due 2008 woere issued at a price of 101.781%4. The DM proceeds of this issue
and DM fixed interest rate were immediately swapped mnto sterling at a floating rate linked to 3 month
LIBOR. During 1998 and 1999 interest rate swaps were entered into which fixed the interest rate at an
average of 5.80%.

The A$1,150m perpetual loan notes were issued on 24 Ociober 2002 at a fleating interest rate. The AS
proceeds of this issue and A3 floating rate were immediately swapped into sterling at a floating rate linked
to three month LIBOR. This loan is with a fellow subsidiary of AMP Limited.

The £32m loan was issued on 12 July 2002 at an interest rate of 4.207% and matured on 13 January 2003,

Thete were a number of bank loans which were repayable either in 2002 or 2003, Each accrued interest at
& fixed rate in a range of 6.0875% - 6.17531%.

The 9.625% subordinated Guaranteed bonds were issued at par in 1996 by a wholly owned subsidiary of
National Provident lngtitution. The Bonds are repayable on a non-instalment basis, on 30 June 2006 and
each fifth anniversary thereafier, so long as the Bonds are outstanding.

The interest free refinancing loan from Abbey National ple relates to the sale of Extra-lncome Plan
Policies that Abbey National ple finance to the value of the associated property reversions. The loan bears
no interest. Repayment will be on a policy-by-policy basis expected to ocour over the next 16 to 20 years.

Prior to its aequisition by the Group, Nationa]l Provident Institution raised £260m of capital through the
seeuritisation of embedded value on a block of existing unit linked and unitised with-profit life and
pension policies in 1998, The Bonds are split between two classes, which rank part passu. The £140m
7.39169% Class Al Limited Recourse Bonds have an average {tfe of 8 years maturing in 2012 and the
£120m 7.5873% Limited Recourse Bonds have an average lfe of 18 years maturing in 2022, Amounts
relating {0 the securitisation included within Loans represent the principal outstanding less unamortised
deferred issued costs. The bonds are repaid out of marging emerging from the securitised block of
business and from a Colateral fund of £1 11m (2062:£1 1om).

On 11 December 2002 a subsidiary company borrowed A$253m at a floating interest rate from AMP Life
Limited, a fellow group undertaking. The A$ proceeds of this issue and AS tloating rate were immediately
swapped into sterling at a floating rate equivalent to three month LIBOR plus 1.7% with AMP Finance
Services Limited, a parent undertaking.

After taking account of the various interest rate and cwrrency rate swaps entered into by the Group, the
currency exposure of Group borrowings is al in sterling and the interest rate exposure is as follows:

31 Dec 30 June
2002 2003
£m L
Fixed rate bortowings 981 874
Floating rate borrowings 344 541
Interest free borrowings 251 258
Total borrowings 1,776 1,673
Time period for payment

31 Dec 30 June
2002 2003
£m L

Payable as follows:
In one year or lesg, or on demand 164 54
Between one and two years 7 7
Between two and five years 162 162
In five years or more 1,443 1.450
1.776 1,673
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NOTES TO THE ACCOUNTS (CONTINUED)
24,  Provisions
2002 Restructure Leasehold Pensions Other Total
Properties Misselling
£ £m £ £m £
At 1 January 2002 - 35 16 2 73
Amounts utilised (16} {3) {9y - {28}
Increase in provision 124 6 - 22 152
At 31 December 20602 108 58 7 24 197
2003 Restructure Leasehold Pensions Other Total
Properties Misselling
£ £m £ £m £nr
At 1 January 2003 108 38 7 24 197
Amounts utilised (57 i4) (3} {3) {69}
lnerease in provision 64 34 - 11 109
At 3 June 2063 113 %8 2 32 237

The restructuring provision of £115m (2002: £108m) has been made for costs of restructuring management and
staffing across the Life Services business and includes £23m (2002: £22m} for properties vacated as a result of
the regtrocturing. 11 18 expected that most of the expenditure will be incurred in 2003 and 2004,

The vacant property provision has been made for amounts in respect of the excess of lease rentals and other
payments on properties that are currently vacant or expected to become vacant over the amounts to be recovered
from subleiting these properties. The provision is expected to be utilised over the next 15 years.

The pensions misselling provision held is in respect of Advizas Limited (2 subsidiary of Towry Law plc)and is
the maximum amount Advizas Limited will have fo pay in compensation relating to pension miss-selling. Any

amounts i excess of this amount will be paid directly by the Financial Services Compensation Scheme.

Other provisions above include £318m (2002: £11m} held in respect of healtheare costs for former employees.

25, Other creditors including taxation and social security
31 Dec 30 June
2002 2003
£m L
Corporation tax 60 147
Obligation under finance leases 7 1
Other creditors 685 616
752 764

26. Capital commitments
aj Capital commitments

31 Dec 30 June
2002 2003
£m L
&) Other capital commitments for seitlement after 31 December Hi2 62
bt Securities underwriting commitments 451 420
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Capital commitments (continued}
I Obligations under finance leases

The obHgations under finance leases fall due:

31 Dec 30 June

2002 2003

£m L

Within one year 1 -

in the second to fiih years inclusive 1 1

in more than five years 5 -

Total 7 1
o Annual commitments under non-cancelighle tand and building operating leases
The obHgations under non-cancellable land and building operating leases fall due:

31 Dec 30 June

2002 2003

£m L

Within one year 10 9

in the second to fifth years inclusive 30 30

in more than five years 46 33

Total 80 74

Contingent loans

Both National Provident Life Limited and London Life Limited have received contingent loans from their
respective parent undertakings, Pear] Assurance ple and London Life Holdings Limited. The assets backing the
loan are utilised to provide additional regulatory capital for the long-term funds. A full impairment review of
the value of the loans made to the policyholder funds of London Life Limited and National Provident Life
Limited was carried out as at 30 June 2003, The amounts below represent the best estimate of the directors of
the amounts that will be recoverable from the long-term funds following their settlement of policyholder claims
by those funds. The key assumptions used in the impairment review are the same as those used to caleulate the
Long Term Business Provision.

The loan provided to National Provident Life Limited s repayable in accordance with the Schedule Ze Scheme
under which the business of National Provident [ngtitution was transferred to National Provident Life Limited.
The loan to London Life Limited is repayable in accordance with the Schedule 2¢ Scheme under which the
business of AMP UK Branch was transferred to London Life Limited. The balances at 31 December are as
follows:

31 Dec 30 June

204002 2003

£m £

National Provident Life Limited 672 169
London Life Holdings Limited 276 160
948 269
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NOTES TO THE ACCOUNTS (CONTINUED}

Staff pension schemes

The Group has continued fo account for pensions in accordance with SSAP 24 and the disclosures given in a)
below are those required by that Standard. FRS 17 Retivement Benefits was issued in November 2000 but will
not be mandatory for the Group until the year ended 31 December 2085, Prior to this, phased transitional
disclosures are reguired and these are set out under “FRS17 disclosures” below to the extent not already
provided under “SSAP 24 disclosures™.

@) S84 P 24 disclosures

As at 31 December 2002 the Group operated one pension scheme, the AMP UK Staff Pension Scheme (“ihe
Scheme”) for its employees. The Scheme is funded by payment of contribuiions to a separately administered
trust fund. The Scheme’s appointed investment managers are Henderson Global Investors, Fidelity [nvestments
and Deutsche Asset Management. The Scheme 18 subjeet to regular valuations by an independent gualified
actuary.

Up until 15 November 1999, the Scheme operaied on a defined benefit basis for all members. From that date, a
new Money Purchase Section was established for new members of the Scheme. Pear] and London Life final
salary members were offered membership of this new section, on special terms, in vespect of future service in
April 2000 and NP1 and Henderson final salary members in June 2001, [ they declined they remained members
of the defined benefit scheme.

At the date of the last actuarial investigation {31 December 2001} the market value of the assets of the Scheme
was £1,875m and on the basis of the assumptions set out below this was sufficient to cover 126% of the value of
the benefits which had accrued to members after allowing for future increases in pensionable remuneration. The
excess assets were sufficient to allow the suspension of contributions until 2004,

The principal assumptions used for the purpose of assessing pensions costs before retirement under SSAP 24 for
the Scheme were that the annual return on investments, after allowing for investment expenses, would be 2.5%
higher than the anoual increase in members' pensionable remuneration before retirement and 3.2% higher than
the expected annual increase in future pensions after retirement.

Pension contributions for 2003 ave £l (2002: £nil). The 2003 pension cost is £nil (2002: nil). For the Scheme
the excess assets are spread over the average remaining service lives of employees, estimated at 11 years, but
only to the extent that the resulting eredit does not exceed the regular pension cost.

For the closed defined benefit schemes, under the projected unit method, the current service cost will increase as
the members of the current scheme approach retirement.

H FRS17 disclosures
The valuation used for FRS17 disclosures has been based on the most recent actuarial valuation at 31 December
2001 updated by Watson Wyait to take account of the reguirements of FRS 17 in order to assess the labilities of

the scheme at 31 December 2002 and 30 June 2003, The Scheme asgets are stated at their market value at 31
December 2002 and 384 June 2003,
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NOTES TO THE ACCOUNTS (CONTINUED}

Staff pension schemes (continued)
H FRS17 disclosures (continued)
1} The effect on the Group’s net assets, retained profits and fund for future appropriations subsiituiing the

relevant FRS 17 pensions assets and Habilities for the corresponding SSAP 24 balance sheet ttems would be as
follows:

3! Dec 30 June
2002 2003
£m L

Net asgsets:
Total net assets excluding pension asset 1,631 155
Pension asset /- (liability) (63 (47)
Total net assets meluding pension asset / (liability) 1,025 108
Reserves:
Profit and loss reserve excluding pension asset 7 {liability) {70} {0463
Pension asset / {lisbility) (%) {47
Profit and loss reserve including pension asset / (lisbility) {70} {993)
Fund for future appropriations:
Fund for future appropriations excluding pension assel 527 138
Pension asset - -
Fand for future appropriations including pension asset 527 138

The allocation of the defined benefit scheme surplus between that attribuiable to shareholders {included in the
profit and loss reserve) and that atteibutable to funds, the allocation of which to policyholders or to sharcholders
has not been determined {included i the fund for future appropristions} has been estimated to reflect the extent
to which ecach benefits from the surplus.  Under the cwrent management services agreement pension
contributions, when commenced, will be met by the sharcholder owned service company.

it} The financial assumptions used to caleulate scheme liabilities under FRS17 are:

31 Dec 30 June

2002 2003

Valuation method Projected Projected
unit unit

Discount rate 5.70% 5.40%
Inflatton rate 2.00% 2.30%
Rate of increase in pensionable salaries {aged related scale in addition) 3.50% 3.80%
Rate of increase in pensions in payment {in excess of GMPs) 2.00% 2.30%
Raie of increase in deferred pensions 2.00% 2.30%
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

28. Staff pension schemes (continued)

H FRS17 disclosures (continued)

i1t} The assets in the scheme and the expected rate of return are:

Long term rate of return expected Value
31 Dec 30 June 31 Dec 30 June
2002 2003 2002 2003
%4 % L L
Equities 7.9 8.1 1,061 1,102
Property 6.6 6.9 150 132
Bonds 3.0 5.0 298 n
Cash and other 3.5 38 21 30
Total market value of defined benefit agsets 71 7.3 1,530 1,585
Money purchase assels 20 26
Total value of assets 1,554) 1,611
Present value of scheme liabilities (1,558) (1,678)
{Deficit} in the scheme {8 (67)
Related deferred tax asset 2 20
Net pension Hability {6 (47}
iv) The components of the pensions cost are:
Analysis of the amount charged to operating profit:
31 Dec 30 June
2002 2003
£m £m
Current service cost - final salary 30 14
Current service cost - money purchase 12 3
Past service cost 3 -
Total operating charge 45 19
Analysis of the amount charged to other finance income:
31 Dec 30 June
2002 2003
L £t
Interest cost R6 43
Expected return on pension scheme assets {131} {54}
Net return {43} {11y
Fotal operating charge / (credit) - {32}
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HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

28. Staff pension schemes (continued)

H FRS17 disclosures (continued)

Analysis of the amount recognised i the statement of total recognised gaing and losses ('STRGL )

31Dec 30 June
2002 2003
£ £m
Actual return less expected return on pension scheme assets 377 {44)
Expertence gains and losses arising on scheme Habilities {14y (5}
Changes in assumptions underlyving the present value of the scheme liabilities (25) 140
Actuarial loss recognised in the STRGL 338 91
v) The moevement in the scheme surplus / (deficit} during the year 1s as follows:
31 Dec 30 June
2002 2003
£ £m
Surplus in scheme at | January 330 {£)
Movement during the year:
Total operating charge {45} {19)
Curtallment Charge - 40
Net expected return on pension asset 45 11
Actuarial losg (338} {G1)
Deficit in scheme at 31 December 7 30 June &3} (67
vi} Scheme experience gaing and losses are as follows:
31 Dec 36 Fune
2002 2003
Loss on scheme aggets:
Amount {£ million} 377 (44)
Percentage of opening scheme assets 24.6% 2.8%
Experience gains on scheme liabilities:
Amount {£ million} 14 5
Percentage of present value of scheme Habilities 0.9% 0.3%
Total loss recognised in statement of recognised gains and losgses:
Amount {£ million} 338 9
Percentage of present value of scheme ltabilities 22.0% 3.5%
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29.

HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Subsidiary and associated underfakings

The principal subsidiaries and associated undertakings of the Group are as follows:

#) Insurance companies:

Pearl Assurance ple

{subsidiary of Pearl Assucance Group Holdings Limited)

Counery of incorporation

and principal place of
operation

UK

Class of shares held
fwholly-owned unless
otherwise Indicated)

‘A’ ordinary shares of 5p
‘B’ ordinary shares of £1

Peasl Assurance {Unit Funds) Limited

Pear]l Assurance (Unit Linked Pensions) Limited
National Provident Life Limited

{subsidiarics of Pear] Assurance ple)

London Life Limited
London Life Linked Assurances Limited
{subsidiaries of London Life Holdings Limited)

NP1 Limited
{directly held by HHG plc)

NP1 Annuities Limited
{subsidiary of National Provident Life Limited)
b} Non-insurance companies:

Pearl Group Limited (holding company)

AMP (UK) Finance Services ple (finance company)

London Life Holdings Limited (holding company)

AMP (UK) Financial Services Limited (financing company)

NP1 Investment Managers Limited {unit trust company)

NP1 Asset Management Limited (investment management)

NP1 Self Invested Personal Pensions Limited {pension management}

AMP (LK) Trustees Limited {pensioner trustee services)
AMP Portfolic Managers Limited (unit trust company)
Henderson Fund Management ple {investment management)
AMP NPI Finance Limited (finance company)

Oyster Holding Company Limited (holding company}
{directly held by AMP (UK) PLC)

AMP Reset Preferred Securitios Trust

AMP Invest PLC {holding company)

AMP (UK) Services Limited

AMP (UK) Investment Services 2 Limited (holding company}
AMP (NP1} Holdings Limited {holding company}

Pearlinvest Limited {financial services company}

AMPLE lovestments Limited {financial services company)
NP Life Holdings Limited (holding company)

Oyster Overseas Limited (holding company)

AMP (LK) PG Limited (general insurance company)

AMP Private Capital Porttolio No. T (privaie equity partnership}
AMP Private Capital Porttolio No. 2 (privaie equity partnership}
AMP Private Capital Porttolio No. 3 (privaie equity partnership}
AMP Private Capital Porttolio No. 4 (privaie equity partnership}
AMP Private Capital Porttolio No. 3 (privaie equity partnership}
{subsidiarics of Pear] Assurance ple)
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UK
UK
UK

UK
UK

UK

UK

UK

UK
UK
UK
UK
UK

UK
UK
UK
UK
UK

Australia
UK
UK
UK
UK
Ux
UK
UK

UK
UK
UK
UK
UK
UK
UK

Ordinary shares of £1
Ordinary shares of £1
Ordinary shares of £1

Ordinary shares of £1
Ordinary shares of £1

Ordinary shares of £1

Ordinary shares of £1

*A” Ordinary shares of

3p (95.5%)

Ordinary shares of £1
Ordinary shares of £1
Ordinary shares of £1
Ordinary shares of £1
Ordinary shares of £1

‘B’ Ordinary shares of

£1

Ordinary shares of £1
Ordinary shares of £1
Ordinary shares of £1
Ovdinary shares of £1
Ordinary shares of £1

Ordinary unit

*A” ordinary shares of £1

Ordinary shares of £1
Ordinary shares of £1

*A” ordinary shares of £1

Ovdinary shares of £1
Ovdinary shares of £1

‘AT and ‘B’ Ordinary

shares of £1
Ordinary shares of £1
Ordinary shares of £1



29,

HHG PLC (formerly A.M.P. (UK) PLC)

NOTES TO THE ACCOUNTS (CONTINUED}

Subsidiary and associated undertakings {continued)

Counery of incorporation

and principal place of

b) Non-insurance companies (continued):

AMP interactive lovestor Limited (service company)

[nteractive Investor Trading Limited (financial services company)
{subgidiaries of AMP (UK) Investment Services 2 Limited}

AMP international Holdings Limited (holding company}
Henderson Global Investors {Holdings) ple (holding company)
AMP (UK) Financial Plaoning Limited (holding company)
{subsidiaries of AMP Invest plc)

Towry Law ple

Towry Law ple (financial services company)

Towry Law ple Central Services Limited (management services}
Towry Law ple Financial Services Limited {financial services)
Towry Law Insurance Brokers Limited

Towry Law { Asia} Hong Kong Limited

{subsidiaries of AMP (UX) Financial Planning Limited}

Henderson Administration Limited (service company)

Henderson investment Funds Limited (unit trusts / oeic management}
Henderson investment Management Limited (investment management)
Henderson Global Investors Limited {investment mansgement)
{subsidiaries of Henderson Global lovestors {Holdings) ple)

NP1 Finance Ple {finance company)
Mutual Securitisation Ple (finunce company?}
{substdiary of National Provident Life Limited)

Pearl Unit Trousts Limited {unit trust management)

Pearl Assurance Group Holdings Limited (holding company)
Pear] 1SA Limited {[SA management)

{substdiaries of Pearl Group Limited)

AMP Virgin Holdings Limited (holding company)
{subsidiary of AMP [nternational Holdings Limited)

London Life Group Services Limited (service company)
{substdiary of London Life Holdings Limited}

¢} Joint venture undertakings:

Property partnerships:

The Buchanan Galleries Partnership

The Premier Greenford Limited Partnership

The Potieries Shopping Centre Limited Partnership
The Romford Brewery Trust

{Joint ventures held by Pearl Assurance ple)
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UK
ux

UK
UK
UK

UK
UK
UK
UK
UK
China

UK
UK
UK
UK

UK
Republic
of Ireland

UK
UK
UK

UK

UK

UK
UK
UK
UK

Class of shares held
fwholly-owned unless
otherwise Indicated)

Ordinary shares of £1
Orvdinary shares of £1

Ordinary shares of £1
Ordinary shares of 25p
Ordinary shares of £1

Ordinary shares of £1
Ordinary shares of £1
Ordinary shares of £1
Ovdinary shares of £1
Ordinary shares of £1
Ordinary shares of HKS1

Ordinary shares of £1
Ordinary shares of £1
Ordinary shares of £1
Ordinary shares of £1

Ordinary shares of £1
Ordinary shares of 1R£]

Ordinary shares of £1
Ordinary shares of £1
Ordinary shares of £1

Ordinary shares of £1

Ordinary shares of £1

50%
50%
50%
50%



HHG PLC (formerly A.M.P. (UK) PLC)
NOTES TO THE ACCOUNTS (CONTINUED)

29,  Subsidiary and associated undertakings

Counery of incorporation Class of shares held
and principal place of fwholly-owned unless
aperation atherwise indicated)

d} Assoeiate undertakings:
Virgin Money Group Limited (formerly known as Virgin Direct Limited UK AMP “A” ordinary shares
- & unit trust management and insurance company? of &.1p {50%)
{ Associate of AMP Virgin Holdings Limited) Deferred shares of 0.1p
{50%)
The Bull Ring Limited Partnership UK 33%
The Printworks Letsure Scheme Trust UK 38%
The Moor House Limited Partnership UK 33%
The Covent Garden Limited Partnership UK 19%
The Praders European Retail Fund UK 17%
The Henderson {UK) Retail Warehouse Fund UK 38%
[nnisfrec PTE UK 25%

{Property partnerships of Pearl Assurance ple)

The information disclosed above is only in respect of those undertakings which principally affect the figures
shown in the Group’s accounts. There are a number of other subsidiary and associsted undertakings whose
business does not matertally affect the Group’s profits or the amount of it assels and particulars of these have
been omilted in view of their excessive lengih.

The ordinary unit of AMP Resot Preferred Seeurities Trust (“the Trust’) 1s held by HHG and carries the righis to
any residual income or capital not distributed to the holder of Reset Preferred Securities. In accordance with the
Trust constitution HHG holds the right to require that its consent be obtained before any variation is made to the
Trust constitution or the rights attaching to any class of units.

30. Related party transactions

a) The Group’s pension scheme 1s charged on an arm’s lengih basis with the costs of admintstration and
investment management services, which amounted to £8.1m (2002: £0.8m).

HHG has taken advantage of the exemption given by FRS § to subsidiary undertakings, 90% or more of
whos¢ voting rights are controlled within the group, by not disclosing information on related party
transactions with entities that are part of the UK group, or investees of the group qualifying as related
parties.

I Related party transactions with AMP Limited

Al related party transactions with AMP Limited and fis subsidiaries are conducted on normal commercial

1eTms.

37 Dec 30 June

2002 2003

£m £

Dividends Paid 25 -

Stewardship Fees 8 4

interest paid 26 17
Other {income) / expenses™® {24} (13}

35 8

S(



30.

31.

HHG PLC (formerly A.M.P. (UK) PLC)

Related party transactions {continued)
I Related party transactions with AMP Limited {continued)

intercompany balances with AMP Limited and its subsidiaries are as follows:

37 Dec 30 June

2002 2003

£m L

intercompany debtors less creditors 3 9
Loang from AMP Limited and its subsidiaries (492} {493
{489) (484}

o Puast and existing shadow share scheme bonus arvangements

Henderson Administration Limited operates the Bonus Award in Special Equity Plan (the “BASE Plan™) for
selected employees of the HHG Group. A number of executives within the HHG Group (including Mr Roger
Yates and Mr Toby Hiscock) were awarded restricted redeemable preference shares m Astor UK Limited
pursuant to the BASE Plan in regpect of bonus awards for the 2002 financial year. During 2063, Mr Yates
received fixed gross dividend payments of £74.25 and £24.75 per share in vespect of 2,800 shares held by him
and Mr Hiscock received fixed gross dividend payments of £74.25 and £24.75 in respect of 562 shares held by
him. These shares are redeemable at a nominal value of £1 per share.

Henderson Global [nvestors Limited {“Henderson™) operates the Henderson Long Term Value Sharing
incentive Plan (the “HLTVSIP™) for sclected cmployees. A number of oxecutives within the HHG Group
(including Roger Yates and Toby Hiscoek) participate in the HLTVSIP. Employees who participate in the
HLTVSIP receive an initial award of phantom equity units in substitution for part of their bonus award for the
preceding financial year. Participants are entitled to receive a cash payment based on the Henderson net of tax
profit achieved relative to return on capital performance targets to 31 December 2002 and an additional payment
if targets based on Henderson performance to 31 December 2003 are achieved. Participants are also entitled to
receive further cash payments at the end of further gpeeified periods in respect of any matching units awarded,
payment of which is subject to remaining in employment to the end of the specified period and the achievement
of performance targets.  Mr Yates and Mr Hiscock hold awards under the HLTVSIP in substitution for part of
thedr bonus awards for the 2000 financial year. Based on performance targets achieved to 31 December 2002,
Mr Yates and Mr Hiscock will be entitled to receiver gross cash payments of A$619,200 and A$176,128
respectively in January 2004 in respect of their initial phantom units; provided that they remain employed by the
HHG Group on 31 December 2004, gross payments of A$179,514 and A$51,062 respectively in January 2003
in respect of 50% of their matching units; and provided that they remain employed by the HHG Group on 31
January 2005, aross payments of A$179,514 and $51,062 respectively i January 2006 in respect of the balance
of their matching units. i Henderson achieves its return on capital hurdle for the peried from 1 January 2001 to
31 December 2003, ihe value of inftial and matching units will be increased by sharing an amount equal to 15%
of Henderson’s afier-tax profit above the hurdle among sll participants, thereby potentally increasing the
amounts payable to Mr Yates and Mr Hiscock as described above. Interest 15 also paid for the period between a
participant’s entitlement to a payment arising and the date of payment.

Contingent Liabilities
The following contingent labilities existed at 30 June 2003:

&)  inthe normal course of business the Group is exposed to certain legal issues which involve Iitigation and
arbitration.

bt  Contingent liabilities which are considered to be covered under an nsurance policy, but where indemnity
has not been granted yet, are not reported here, to avoid making an admission which prejudices the

insurer’s rights.

¢)  inthe normal course of business, the Group enters into various types of investment contracts that can give
rise to contmgent lisbilities. These include foreign exchange contracts, financial futures, interest rate
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HHG PLC (formerly A.M.P. (UK) PLC)

derivatives and exchange traded options. These contracts are entered into in the normal management of
the mvestment portfolio.

Provision for the lisbilities arising under contracts with policyholders is based on certain assumptions.
The variance of actuasl experience from that sssumed may result in such lisbilities differing from the
provisions made for them. Liabilities may also arise in respect of claims relating to the interpretation of
such contracts, of the circumstances i which poleyholders have entered into them. The extent of such
ltabilities is influenced by the actions and requirements of the FSA, the Ombudsman rulings, by industry
compensation and by court judgements.

Recently & number of cases have been submitted to the Financial Ombudsman Service { 'FOS”) concerning
a particular issue regarding the sale of certain producis by the HHG Group. Whilst a number of similar
cases have previously been decided n the Group’s favour, in a minotity of cases the decisions have been
made against the Group. The Group will continue to explore various options open to contest such
decistons, if appropriate. Ultimately, in the event that this issue s not resolved to the Group’s satisfaction
with the FOS, the situation would need to be discussed with the FSA and it may potentially give rise to a
requirement to the Group to pay approprigte compensation to customers.

The Group is not aware of any circumstances that would result in any material future payments as & result of the
above items.

Post Balance Sheet Events

Subsequent to 30 June 2003, AMP Finance Services Limited {a subsidiary of AMP Limited} has loaned £60m to
the Group for working capital purposes.

Utimafe parent undertakings

HHG’s ultimate parent undertaking is AMP Limited, & company incorporated in New South Wales, Ausiralia.
A copy of the accounts can be obiained from GPO Box 4134, Sydney, New South Wales 2001, Australia,
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HHG PLC UK GAAP - Appendix Business Unit and provision data

HHG Group summary consolidated profit and loss account — UKGAAP

31 Dec 31 Dec 31 Dec 30 June
2000 2001 2002 2003
12 months 12 months 12 months 6 months

£m £m £m £m
Henderson 114 65 54 13
Life Services 115 68 86 {40}
Other Businesses {22} {33} (22) {11
Business unit operating profit/(loss) 207 160 118 (38)
Corporate costs {8} (10} (10) (5}
Operating profit’{ioss) 198 00 108 (43}
Unallocated interest costs {84} (74} (76) {33)
Other operating exceptional charges - - {124) (580}
Amortisation and impairment of goodwill {44} (48} {256) (287}
Amortisation and impairment of PVIF - {9) (67) {27}
Short term fluctuation in investment {66} (97} (10) (2}
return
Profit on disposals of businesses - 95 82 7
Profit/(loss) before tax 5 (43) (343} (975)"

1 - The floss} on ordinary activiies before fax in the non statufory published accounts are {£341m)} and
{£978m) for 31 Dec 2002 and 30 June 2003 respeciively. This differs from the profitifioss) shown above due
fo Henderson Glohal Investors {Jersey} Limifed and Henderson Global Investors {Japan} KK which were
disposed of by HHG PLC fo an AMP Limifed company in June 2002, it is the infention thaf these should be
reacquired by HHG as part of the de-merger and he resulis for those eniilies have been included in the
above as If the disposal hiad nof ncecurred.



HHG PLC UK CAAP - Appendix Business Unit and provision data

Profit and loss account’ 31 Dec 31 Dec 371 Dec 30 June
2000 2001 2002 20063
12months 12 months 12 months 6 months
£m £m £m £m
Revenue
Total fee income 241 232 219 G4
Investment income 6 5 4 1
Total revenue 247 237 223 85
Expenses
Operating expenses {171) (161} {158} {(79)
Depreciation and amortisation {4) {4} {3} {3}
Total expenses {175) (165} (161} {82)
Underlying operating profit 72 72 62 13
Transformation costs (13) {7} {8}
Non-recurring performance fee 55 - -
Operating profit 114 65 54 13
Summary of movements in assels under management’ 37 Dec 31 Dec 31 Dec 30 June
2000 2001 2002 2003
£bn £bn £bn £bn
Opening assels under management 77.9 84.4 80.6 68.7
Net fund flows 10.6 50 {2.8) {1.5}
Market and currency movements (4.1 {8.8} {9.1} 22
Closing assets under management 84.4 80.6 68.7 69.4

1 includes the resulis of the Henderson privale client assef
management business which was disposed of in 2002



HHG PLC UK CAAP - Appendix Business Unit and provision data

Profit and loss account 31 Dec 31 Dec 31 Dec 30 June

2000 2001 2002 2003

12 months 12 months 12 months 6 months

£m £m £m £m

Premiums 2,283 2,295 2,131 876

Claims (3,213 {3.182) {3,350) (1,735}

Net investment return 553 {1.821) (2,409} 873

Operating expenses and other technical (491) {444} (497} {255)
charges

Change in technical provisions {416} 702 2,915 (109}

Taxation 99 142 236 {7

Transfer from the fund for future 1,362 2,373 281 389

appropriations

Total from the long term technical 177 65 7 {32)
account

Generat insurance 15 15 19 4
Service Company {94} {13} 16 {18}
Shareholder interests 17 1 A4 6

Operating profit/{ioss) 115 68 86 {40}




HHG PLC UK CAAP - Appendix Business Unit and provision data

Provisions under UK GAAP at 30 June 2003

At 30 June 2003 HHG held provisions for known and potential issues that may lead to future losses:
Total UKGAAP provisions of £1,658m, of which £319 million related to shareholder funds and
companies.

The largest provisions were:

Shareholder With-profits Total
funds

£m £m £m

Guaranteed annuity options - 586 586
Pension mis-selling 44 368 412
Mortgage endowment - 233 233
Restructuring provisions 115 - 115
Other void properties 39 49 88

¥ Includes provision reiated to morigage endowment promise (£214m} in addition to that for morigage endowment
missedfing {£19m)}



