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Directors' report

The directors present thewr report and the audited financial statements on pages 9 to
36 for the year to 31 December 2007

Business review and pnincipal activities

The principal activity of the company 1s to act as the parent undertaking of Windsor
Life Assurance Company Limited which conducts ordinary long-term insurance
business in the United Kingdom, namely life assurance, pensions, permanent health
and annuities

As a result of the Part VIl transfer of NM Life Limited and NM Pensions Limited 1o
Windsor Life Assurance Company Limited, the carrying value in the investment has
been revised upwards by £87 5m to its original cost as the directors consider the
realisable value to be In excess of this In addition the company purchased
260,000,000 £1 redeemable preference shares 1n Windsor Life Assurance
Company Limited increassng its investment in the subsidiary by £260m

During the year the company agreed to waive the remaining amount due on the
contingent loan made to its principal undertaking, Windsor Life Assurance Company
Limited of £422 2m

Duning the year 1t was announced that following an agreement between the company
and Norwich Union that the company will take on the third party administration of
almaost 3 milhon life and pensicns policies from the legacy book of Norwich Umion

The National Mutual Retirement Benefits Fund {NMRBF) transferred to the Company
following the transfer of employees as a result of the Part Vil transfer of NM Life
Limited and NM Pensions Limited to Windsor Life Assurance Company Limited The
details of the pension deficit transferred are shown in note 10

Future outlook

For the foreseeable future it 1s expected that the company will receive an increasing
dividend stream as Windsor Life continues to expand due to acquisitions

In addition to paying dividends to 1ts holding company, the company will continue to
meet 1ts obligations in respect of expense llabilities as they fall due These include
the funding of payroll and pension scheme contributions

Management service agreement

Duning December 2007, a management service agreement (MSA} was approved
whereby the company will manage expenses on behalf of Windsor Life and
recharge them for the expense management system they provide The amount
recharged will be based on a pre-determined per policy tanff The financial risk
15 therefore transferred to the company and any casts incurred in excess of the
tanffs received will be borne by the company The management service
agreement will be implemented from 1 January 2008

The company continues to look for opportunities consistent with the desire of its
parent company, Swiss Re, to offer Iife and penston administraticn solutions to direct
iInsurance wnters

Principal nsks and uncertainties

The principal nsks facing the company are the overrun of expenses as a result of
the MSA and an overrun of expenses from the Norwich Union project. where an
upper limit to recharges applies The company mitigates this risk by having a
robust budget and planning cycle as well as monthly variance reports and
analysis These reports are reviewed by relevant executives and cost centre
managers and remedial action taken if required
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Directors’ report

Any remaining risks and uncertainties are integrated with the principal nsks of the
group and are not managed separately Accordingly, the principal nsks and
uncertainties of the company are discussed in the business review section of
Windsor Life Assurance Limited’s annual report which does not form part of this
report

Key Performance Indicators

Given the straightforward nature of the business, the company’s directors are of the
opinion that analysis using KPIs 1s not necessary for an understanding of the
development, performance or position of the business

Results, dividends and transfers in reserves

The results for the year are set out on pages 9 to 11 The directors paid an interim
2006 dividend of £118 Om during the year (2006 £73 Om} They propose the
payment of a further interim dividend of £125 Om (2006 £118 Om} They do not
propose to declare a final dividend {2006 £nil) The retained loss for the year is
£249 8m (2006 £10 7m profit)

Directors
The directors of the company are shown on page 3

Directors’ interests

No director had any disclosable interests in the share capital of the company or any
other group company

Statement of directors’ responsibilities

The following statement should be read in conjunction with the independent
auditors' report set out on page 7 with a view to distinguishing for shareholders the
respective responsibihties of the directors and auditors in relation to the financial
statements

Company law requires the directors to prepare financial statements for each financial
year, which give a true and fair view of the state of affairs of the company and of the
profit or loss for that penod In preparing those financial statements, the directors
are required to

s select suitable accounting policies and then apply them consistently, with the
exception of changes ansing on the adoption of the new accounting standards
In the year,

« make judgements and estimates that are reasonable and prudent,

+ state whether applicable accounting standards have been followed, subject te
any matenal departures disclosed and explained in the financial statements, and

« prepare the financial statements on the going concern basis unless i1t 1s
inappropnate to presume that the company will continue in business

The directors confirm that the financial statements comply with the above
requirements and also confirm that

s sop far as each director 1s aware, there 1s no relevant audit information of which
the company's auditors are unaware, and

* each director has taken all the steps that he ought to have taken as a director In
order to make himself aware of any relevant audit information and to establish
that the company's auditors are aware of that information

The directors are responsible for keeping proper accounting records which disclose
with reasonable accuracy at any time the financial position of the company and to
enable them to ensure that the financial statements comply with the Companies Act
1985 They are also responsible for safeguarding the assets of the company and
hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities
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Directors’ report

Website posting

These financial statements are pubhlished on the website www windsor-fife com

The maintenance and integrity of the Windsor Life Assurance Company Limited
website 1s the responsibility of the directors, the work carried out by the auditors
does not involve consideration of these matters and, accordingly, the auditors accept
no responsibility for any changes that may have occurred to the financial statements
since they were initially presented on the website

Legislation in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other junsdictions

Financial instruments

The company 1s an intermediate holding company that invests in life assurance
companies From its investments it receives dividends and interest and 1t also pays
out dividends 1o Its parent company It manages its cash flow risk by only paying out
dividends once they are received from its investments and once all expenses have
been covered If there are timing differences between cash received and dividends
paid then surplus cash s placed only with approved counter-parties or invested 1n
high quality government or corporate bonds These investments provide hiquidity to
meet any oblhigations when due at reasonable cost The company does not use
denvative instruments, nor 1s 1t exposed to currency or equity price risk

Creditors payment policy

It 1s the company’s policy to pay suppliers promptly and it fully supports the
Government's 1nitiative to encourage and promote the practice The company’s
average creditor payment penod at 31 December 2007 was 34 days (2006 14
days)

Employee involvement

During the year the company continued its policy of seeking to inform and involve
employees on matters which concern them and in the achievement of its business
goals The company has a comprehensive system for consultation and
communication involving regular meetings between management and employees,
team briefings and the 1ssue of various bulletins and a staff handbook

Employment of persons who are disabled

It 1s the company’s policy to give the same consideration to disabled persons as to
others n respect of applications for employment, continuation of employment,
training, career development and promotion, having regard to their particular
aptitudes and abilities

Auditors
PricewaterhouseCoopers LLP have expressed their willingness to continue in office

and accordingly a resolution to propose thetr re-appointment will be submitted at the
annual general meeting

On behalfkfthe Board of Directors

Jonathan Yates
Director

27" May 2008
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Independent auditors' report to the members of Life Assurance
Holding Corporation Limited

We have audited the financial statements of Life Assurance Holding Corporation
Limited for the year ended 31 December 2007 which comprise the profit and loss
account, the statement of total recognised gains and losses, the balance sheet and
the related notes These financial statements have been prepared under the
accounting policies set out theremn

Respective responsibihities of directors and auditors

The directors’ responsibilities for preparing the financial statements in accordance
with applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice) are set out In the statement of directors'
responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant
legal and regulatory requirements and International Standards on Auditing (UK and
Ireland) This report, including the opimion, has been prepared for and only for the
company’'s members as a body in accordance with Section 235 of the Compames Act
1985 and for no other purpose We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any cther person to whom this report 1s
shown or into whose hands it may come save where expressly agreed by our prior
consent In writing

We report to you our opinton as to whether the financial statements give a true and
fawr view and are properly prepared in accordance with the Compames Act 1985
We also report to you whether in our opinion the information given in the directors’
report 1s consistent with the financial statements

in addition we report to you if, in our opimion, the company has not kept proper
accounting records, If we have not received all the information and explanations we
require for cur audit, or if information specified by law regarding directors’
remuneration and other transactions 1s not disclosed

We read the directors' report and consider the imphlications for our report If we
become aware of any apparent misstatements within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK
and Ireland) 1ssued by the Auditing Practices Board An audit includes examination,
on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements It also includes an assessment of the significant estimates and
Jjudgements made by the directors in the preparation of the financial statements, and
of whether the accounting policies are appropriate to the company's circumstances,
consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary inorder to provide us with sufficient
evidence to give reasonable assurance that the financial statements are free from
matenal misstatement, whether caused by fraud or other irregulanty or error In
forming our opinton we also evaluated the overall adequacy of the presentation of
information In the financial statements
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Independent auditors' report to the members of Life Assurance
Holding Corporation Limited

Opinion
In our opinion

e the financial statements give a true and far view, In accordance with United
Kingdom Generally Accepted Accounting Practice, of the state of the company's
affairs as at 31 December 2007 and of its loss for the year then ended,

= the financial statements have been properly prepared in accordance with the
Companies Act 1985, and

e the information given In the directors’ report 1s consistent with the financial
statements

S P S R GSET VY @ = Ly
PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
London

4 June 2008
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Profit and loss account

For the year ended 31 December 2007

2007 2006

Notes £m £m
Turnover 2 ] 351 108
Administrative expenses (including
exceptional items of £349 3m (2006 3 (399 8B) (59 8)
£42 1m)}
Operatingloss —— .. _\3647) (49 0)
Income from fixed asset investments 5 1110 610
{Loss)/profit on m:dsnary activities before (253 7) 12.0
interest and taxation L
Interest receivable and other similar 6 12 8 92
Income L
Interest payable and other similar charges 7 (12 0) (28)
Other finance costs 10 (0 5) (03)
(Loss)/profit on ordinary activities before (253.4) 181
taxaton
Taxation on loss on ordinary activities 11 (19 -
{Loss)/profit for the financial year © 16,26  (2553) 18.1

All of the amounts above are i1 respect of continuing operations
The accounting policies and notes on pages 12 to 36 form an integral part of these financial

statements
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Statement of total recognised gains and losses

For the year ended 31 December 2007

Notes 2007 2006

£m £m

(Loss)/profit for the year (page 9) {255 3) 181
Actuanal profit/(loss) on pension scheme 10 77 {10 5)
Movement In refated deferred tax 10 (2.2) 31
Total {loss}/gain recognised since last annual (249 8) 107

report

The accounting policies and rotes on pages12 to 36 form part of these financial statements
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Balance sheet

For the year ended 31 December 2007

Notes
2007 2006
£m fm

Fixed assets — —_

____ Shares n and loans to subsidiary undertakings 17a 659 0 3115
Contingent subordinated loan to group undertaking 18 . - 4385
Tangible assets 19 36 04

Curentassets
Amounts owed by group undertakings 114 120
Other debtors 20 58 94
Cash at bank and in hand 151 35

32.3 249

Credi'tl_s_ﬂlgﬂlts_falll_ng_d_ue within one year ﬂ
Other creditors 23 (30 6) {4 1)

Net current assets 17 208

Total assets less current habilities 664 3 7712
\({‘.;z:inors amounts falling due after more than one 24 (308 0) (48 0)
Provisions for other risks and charges 22 (3 0) 47)

Net assets excludggipensm;l deficit _ 3533 7185
Pension deficit 10 {28 2) (25 6}

Net assets including pension deficit 3251 692 9

Capital and reserves
Called up share capital 14 730 730
Share premium account 15 B39 839
Other reserves 15 c8 08
Profit and loss account 16 167 4 5352

Shareholders' funds 26 3251 692 9

Q']ch

Theyfingncial statements were approved by the Board of Directors |nAMay 2008

Jonathan Yates
Director

The notes on pages 12 to 36 form an integral part of these financial statements
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Notes to the financial statements

1

Accounting policies

a) Basis of presentation

The financial statements have been prepared on a going concern basis in accordance
with the Companies Act 1985 and applicable accounting standards

The Company has taken advantage of the exemption under 5228 of the Companies
Act 1985 from the requirement to prepare consolidated financial statements The
Company 15 exempt from preparing a cash flow statement in accordance with
Financial Reporting Standard 1 (revised 1996} as the ultimate parent company
Swiss Reinsurance Company, prepares a consolidated cash flow statement in which
the results of the company are included In addition, advantage has been taken of the
exemption availlable under Financial Reporting Standard 8, not to disclose details of
transactions with other related companies due to the ultimate parent undertaking
controlling more than 90% of the share capital of Life Assurance Holding
Corporation

b) Share-based payments

Employees of LAHC have been granted share options under the Employee
Participation Plan (the EPP} consisting of Save As You Earn Plan and the
Supplementary Plan Certain employees have also been granted restricted shares
and stock appreciation nghts These options are over stock in the Swiss Reinsurance
Company, the ultimate holding company of LAHC and a public imited company
quoted on the European Stock Exchange Although for equity settled plans the
options are settled in stock of the Swiss Reinsurance Company the cost of any
options, cash or equity settled 1s recharged to LAHC FRS 20 prescnbes that with
respect to transfers of equity by the entity’s parent or another entity within the same
group, these should be recorded in accordance with FRS 20 As aresult provision for
the expected cost of settling any options are accrued in the accounts of LAHC over
the hfe of the plans and full disclosure of the movements in the plan can be found in
note 27

The group uses the Black Scholes option pricing model or a binominal option mode!
to value the options The options are measured on inception at fair value and then
the fair value 1s re-measured at each balance sheet date

¢) Turnover

Turnover relates to income recetved from group undertakings and recharges of
conversion expenses in relation to NU  All turnover 1s accounted for when earned

d) Investments
I Shares in and loans to subsidiary undertakings

Shares in and loans to subsidiary undertakings are valued at the lower of cost
and net realisable value

n  Other financial investments
Other financial iInvestments are valued at lower of cost and net realisable value
e) Interest payable

Interest payable 1s charged to the profit and loss account on an accruals basis Both
components of the interest are reported tegether on an aggregate basis
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Notes to the financial statements

1

Accounting policies
{continued)

f) Tangible assets

Tangible assets are capitalised and depreciated by equal annual instalments over
their estimated useful lives The principal rates per annum used for this purpose are
as follows

%
Computer equipment 3333

g) Taxation

Tax 1s charged on all profit and income earned to date less reliefs

Provision 1s made for deferred tax assets and habilities, using the habihity method, on
all maternial tirming differences, including revaluation gains and losses on investments
recognised in the profit and loss account Deferred tax ts calculated at the rates at
which 1t 1s expected that the tax will anse and discounted to take into account the
likely timing of payments and the pattern of the expected realisation of investments
Deferred tax 1s recognised in the profit and loss account for the period Deferred tax
assets are recognised where 1t 1s considered more likely than not, that there 1s
expected to be adequate taxable iIncome in the foreseeable future agamnst which the
deferred assets may be recovered

h) Pension scheme

Pension arrangements for the majority of the company’s staff are operated through a
defined benefit scheme and for the remairing staff through a defined contribution
Group Personal Pension scheme

All staff carry out work for Windsor Life Assurance Company Limited {("WLA"), a
wholly owned subsidiary of the company All ardinary costs in relation to the defined
benefit scheme, which are based on actuarial valuations carried out every three
years, are recharged to WLA 1n order to spread the costs evenly over the estimated
service lives of the staff As at 1 January 2005 a full actuanal valuation of the
defined benefit scheme showed a deficit, the related costs of which are charged to
the profit and loss account of the company The funding policy of the scheme 1s to
follow the recommendation of the scheme actuary, eliminating any surpluses/deficits
arising over a number of years by decreasing/increasing contrnibutions, respectively

The NMRBF transferred into the company and details of the deficit are shown in note
10

In respect of the Group Personal Pension scheme, the cost of pensions in the
accounting pertod 1s recharged to WLA

1} Operating leases

Rentals payable under operating leases are charged to the profit and loss account as
incurred over the lease term For empty or sub-let properties any anticipated
shortfall, between projected rent expense and income, 1s provided for in full at
appropriate discount rates and the prowision is released as this expense 1s incurred
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Notes to the financial statements

2 Turnover

3 Administrative expenses

4 Profit on ordinary activities
before tax

5 Income from fixed asset
investments

6 Interest recewvable and
other similar income

2007 20086

£m £m

Turnover _ 18 1 -
Income from group undertakings 170 108
351 108

Administrative expenses represent costs relating directly to LAHC and those incurred
on behalf of Windsor Life Assurance {WLA} which are recharged to that company {1} In
previous years the impairment losses relating to shares and loans in subsichary
undertakings have been included in administrative expenses This year the impairment
proviston has been reversed (1} During the year the company agreed to waive the
remaining amount due on the contingent loan made to its principal undertaking, WLA
(i) The NMRBF was transferred in accordance with the Part VIl transfer

2007 2006
£m £m
Payroll related management recharges . 170 108
Administrative expenses 335 69
Exceptional movement in impairment provision (i} (87 5) 42 1
Exceptional contingent loan waiver (i) _ . _.4222 -
Exceptional movement in NMRBF (i) L 146 R
3998 598
2007 2006
fm fm
Profit on ordinary activities before tax I1s stated
after charging
Auditors' remuneration {exclusive of VAT}
Fees payable for the Company’s financial 01 02
statements e
Other services relating to taxation 02 -
Depreciation 06 02
09 04

In addition operating lease rentals of £19m (2006 £2 2m) have been charged
against the property leases provision

2007 2006
£m fm
Dwvidends received from subsidiary 1110 610

undertakings
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Notes to the financial statements

7 Interest payable and other

similar charges

8 Staff costs

9 Directors’ emoluments

2007 2006
£m £m
Income from loans to group companies 125 - 883
Income from bank deposiis 03 03
12.8 9.2
2007 2006
£m £m

Included In interest payable - o —ﬁ—" _:m:
Interest payable to group companies 119 26
Other finance costs 01 02
120 28

During the year, the employees of National Mutual Life Limited {NML) and National
Mutual Pensions Limited (NMP) transferred to LAHC as part of the Part VIl agreement
There were 272 employees transferred and the costs are included within staff costs
from July 2007 There were also 1,016 Norwich Union employees transferred to
LAHC during the year and the related costs are included within staff costs from
October 2007

During the year employees’ contracts of employment were with LAHC although
employment costs were recharged in full to WLA, NML, NMP and NU (see note 2},
except those costs relating to the Long-Term Incentive Plan In addition the majority of
ordinary penston costs in relation to the Windsor Pension and Life Assurance Scheme
for employees of LAHC are recharged to WLA

2007 2006
fm £
Wages and salanes 23 894
Social security costs 19 e _ 09
Regular pension costs 34 21
Other pension costs 01 -
Long-term incentive plan 03 08
26.0 132

The average number of employees employed by the company during the year was as
follows

2007 2006
No No
Administration and operam;n of the business 743

|
359 :

The aggregate emoluments of 1 director {2006 1) remunerated 6\; the company
{including pension scheme contributions} were as follows
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Notes to the financial statements

2007 2006

£m £m

Emoluments 05 05
Payments under long-term incentive scheme 02 o8
Pension contributions 01 01

Reurement benefits are accrung for 1 director {2006 1) under a defined benefit
scheme In addition, that director 1s also a member of an Unfunded Unapproved
Retirement Benefit Scheme {("UURBS") which has superseded the previous Funded
Unapproved Retirement Benefit Scheme ("FURBS”) Appropriate provision for amounts
due under the UURBS have been made Full details of these Private Retirement Trusts
are included in note 10

2007 2006
fm £m

Highest paid director
Emoluments 05 05
Payments under long-term incentive plan 02 02
Pension scheme contributions .01 ) 01

The accrued pension for the highest paid director at 31 December 2007 1s £0 1m
{2006 £0 Ym)and accrued lump sumat 31 December 200715 £0 2m (2006 £0 2m)
based on his service with the company

The LTIP crystallised on the sale of the company to the Swiss Re Group on 24 August
2004 The final payments were made in 2007
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Notes to the financial statements

10 Pension provisions

The company operates two defined benefit schemes, the Windsor Pension and Life
Assurance Scheme as in the prior year and the National Mutual Retirement Benefits
Fund (NMRBF) whose employees transferred to the company as a result of the Part VII
transfer

Windsor Pension and Life Assurance Scheme

The Windsor Pension and Life Assurance Scheme operates for staff, the assets of
which are held in separate, trustee administered funds This was closed to new
members on 1 October 2000 and became contnbutory In addition, the company
arranged for a Group Personal Pension scheme to be created The Group Personal
Pension scheme 1s a defined contribution pension scheme The company also operates
an unfunded unapproved retirement benefit scheme or private retirement trusts for one
director

The latest full actuanal valuation was performed by Watson Wyatt, a firm of
independent actuaries as at 31 December 2005 The contnibution made in respect of
current service for the year was £1 6m {2006 £1 6m) all of which was recharged to
WLA With effect from 1 January 2007 the company contributed to the Scheme at a
rate of 27 1% of pensionable salaries and to cover those expenses incurred by the
Scheme and the cost of the death-in-service benefits for those members of the Scheme
who are entitled only to those benefits The company also pays a fixed amount of
£5 2m per annum by monthly instalments by means of deficit contributions Durning
2007, total employer contnbutions of £7 3m were paid 1o the Scheme, including
£0 1m to meet the fund’'s investment manager expenses to the Scheme

At 31 At 31 At 31
December December December
2007 2006 2005
The major assumptions used by the actuary
were
Discount rate 5 85% 515% 4 75%
Inflation rate L L _325% _ 300% _ 275%
Rate of increase in salaries B815% 590% 5 75%
Rate of increase in pensions 325% 3 00% 275%
Rate of increase in deferred benefits during
deferment 3 25% 3 00% 2 75%

Under the projected unit method because the scheme is closed the age profile will
increase, hence the current service cost s expected to rise

The assets of the scheme and the expected return on assets (net of administrative
expenses) were

N 31 31
Long-term rate of return expected at December December December
2007 2006 2005

Equities B50%  810% 7 90%
Bonds 517% 4 83% 4 43%
Other 4 50% 4 00% 375%
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Notes to the financial statements

10 Pension provisions
{continued)

31 31 31
Value at December December December
2007 2006 2005
£m £m £m
Equities 446 410 357
Bonds 47 0 42 0 383
Other 01 08 06
Total market value of assets 917 838 74 6
Present value of scheme habilities 1114 9) (119 2) (104 6)
Deficit in the scheme (23 2) (35 4) (30 0)
Deficit funded by the company 232 354 300
Related deferred tax asset at 28% (2005-6
at 30%) {6 5) (10 6) (9 0)
Net pension habihty funded by the company 16 7 248 210
2007 2006
Analysis of movements during the year fm £m
Opening deficit at 1 January (35 4} (300
Movement in year -
Total operating charge {2 2) {15)
Contnbutions 72 70
Other finance costs (0 5) (0 3)_
Actuanal gain/(loss) 78 (106)
Closing deficit at 31 December {23 1) (35 4)_
2007 2006
Components of the defined benefitecost = _fm __  _____ fm_
Amounts included within operating profit
Service cost (22) (15)
2007 2006
Amounts included as other finance costs £m fm
Return on pension scheme assets 55 46
Interest on pension scheme liabilities (6 0) {4 9)
Net charge to finance costs {0 5) (0 3)
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Notes to the financial statements

10 Pension provisions
{continued)

Amounts included within the
statement of total recognised gains 2007 20086
and losses’ £m fm
Actual return less expected return on

{(13) 04
pension scheme assets
Experience gains and losses arising on
the scheme liabilities (02) (4
Changes in assumptions underlying the
present value of the scheme habihities 93 (96)
Actuanal gain/{loss) recognised Iin the
statement of total recognised gains and
losses ) 78 {10 6}
Movement in deferred tax (2 2) _ 31
Amounts included within the statement 56 (7 5)

of total recognised gains and losses

The changes in assumptions underlying the present value of the scheme liabilities are
as a result of changes to financial assumptions, such as the discount rate

The following items existing at the reporting date are shown appropniately as a
proportion of the present value of the scheme assets or liabilities at the balance sheet
date

2007 2006 2005
Difference between expected and actual return
on scheme assets. e } _
Amount (£m) (1.3) 04 58
Percentage of scheme assets =~~~ 1 4% 05% 7 8%
Expenence gains and losses ansing on the
scheme habiities
Amount (£m) 02 (& 09
Percentage of present value of the scheme
habilities 02% 12% 0 9%
Total recogmsed in statement of total
recognised gains and losses e
Amount {£m) 78 (10 6) (7 4}
Percentage of the present value of the scheme
habilities 6 8% 8 9% 7 1%

Group Personal Pension Scheme

Contributions payable to the Group Personal Pension Scheme for the year have been
wholly recharged to WLA The value of contributions due for the period was £0 1m
(2006 £0 1m)
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Notes to the financial statements

10 Pension provisions
{continued)

Private retirement trusts

At 31December

At 31 December

2007 2006
The major assumptions used by the actuary
were
Discount rate __ 585% 515%
Inflation rate 3 25% 3 00%
Rate of increase in salaries 6 15% 5 90%
Rate of increase In pensions 325% 3 00%
Rate of increase In deferred benefits during
deferment 325% 3 00%

Long-term rate of return expected at

31 December

31 December

2007 2006
Equities B8 50% 8 10%
Bonds 5 85% 5 16%
Other 4 50% 4 00%
Value at 31 December 31 December

2007 2006

fm fm

Equities ~ 02 01
Bonds - -
Other 01 01
Total market value of assets ] 03 02
Present value of scheme liabilities (17) {14)
Deficit in the scheme (14) {(12)
Deficit funded by the company 14 12
Related deferred tax asset at 28%
(2006 30%) wa) 4
Net pension hability funded by the company 10 08

2007 2006
Analysis of movements during the year, fm £fm
Opeming deficit at 1 January {12) -
Movement in year
Total operating charge (0 2) (13}
Contributions - -
Other finance costs - -
Actuanal gain - 01
Closing deficit at 31 December {14) {(12)
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Notes to the financial statements

10 Pension provisions
(continued}

Amounts included within the statement of total
recognised gains and losses

Actual return less expected return on pension
scheme assets

2007

2006
£m

Expenence gains and losses arnising on the
scheme habilities

(0 3}

g1

Changes in assumptigns underlying the present
value of the scheme habilities

02

Actuanal gain recognised in the statement of total
recognised gains and losses

(01)

01

Movement in deferred tax

Amounts included within the statement of
recognised gains and losses

(01)

01

Difference between expected and actual return on
scheme assets’
Amount (Em)

2007

2006

Percentage of scheme assets

08%

1 7%

Expernence gains and losses arnsing on the
scheme liabilities

Amount (£m)

(0 3}

01

Percentage of present value of the scheme
habtlities

15 9%

7 5%

Total recognised in statement of total recognised
gains and losses

Amount (£m)

01

Percentage of the present value of the scheme
habihities

9 7%
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10 Pension provisions
{continued)

The National Mutual Retirement Benefits Fund {NMRBF)

At 31
December
2007
The major assumptions used by the actuary
were
Discount rate 5 85%
Inflation rate o e 325%
Rate of increase In salarnes 6 15%
Rate of increase Iin payment on pre Apnl 97
- 3 25%
excess over GMP pensions
Rate of increase in payment on Apnil 1987 3 259,
to Apnil 2006 pensions
Rate of increase in payment on post April 3 25%
2006 pensions -
The assets of the scheme and the expected
ratesof returnwere
Long-term rate Value at
Long-term rate of return expected at of return 31 December
31 December 2007
o o B 2007 . £m
Equities 8 560% 47 4
Index-linked bonds 4 20% 183
Fixed interest bonds 5 85% 177
Cash 4 50%' 07
OtherInvestments = _ . ... .._.7125% _ _ ..
Total market value of assets 84 1
Present value of scheme liabilities (98 7)
Deficit in the scheme (14 6)
Defhoit funded by the company 14 6
Related deferred tax asset at 28% (4 1)
Net pension hability funded by the company 105

The NMRBF 1s included withun the financial statements of Life Assurance Holding
Corporation Limited for the year ended 31 December 2007, as the employees
were transferred in accordance with the Part VIl transfer (see note 8) The
arrangement ensures that the transfer of halilities will be on a fully-funded basis
and here no change to the pension scheme result after this action The impact of
this resulted in a charge of £10 5m to the profit and loss account for the year
ended 31 December 2007 The scheme’s assets and liabilities were transferred
in accordance with the Part VIl transfer

2007 2006

Total pensien deficit fm £m
Net pension hability funded by the company 16 7 248
Net private retirement trusts’ habihty funded by 10 08
the company ) _ R
Net NMRBF hability funded by the company 105 -
Net pension deficit {page 11) 28 2 256
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11 Taxation

12. Deferred tax charge

(a) Tax charge

2007 2006
£m fm

Deferred tax char—é—g(see note 21) {6 4) (16)
Current tax credit 5 16
Total tax charge {(19) -

Corporation tax has been calcutated at 30% (2006 30%)

(b) Factors aHecting tax charge for the period

The tax assessed for the year i1s lower (2006 higher} than the standard rate of
corporation tax in the UK {(30%) The differences are explained below

2007 2006
fm fm

{Loss)/profit on ordinary activiies before tax {253 4) 18 1
Corporation tax credit/{charge) at the standard
rate of corporation tax in the UK of 30% (2006 76 0 (5 4)
30%) - - -
Effectsof S
Expenses permanently disallowed for tax (104 8) {11 3)
purposes/(reversed)
Dividends from subsidiary undertakings not 333 18 3
subject to tax S . e e
(qurént co}poratlon tax credit for y_ear_ ] a5 1 6*

{c) Factors affecting the future tax charge

The corporation tax rate applicable to the company I1s expected to change from
30% to 28% from 1 Apnl 2008 On this basis the deferred tax asset has been

2007 2006
f£m £m
Ongination and reversal of timing dlffergn(;és 06 07
{Increase)/decrease in tax losses 98 (03)
Increase/(decrease) in discount (18) 01
Pension cost relief in excess of pension cost (2 2) 11
charge
Deferred tax charge for year 64 16
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13 Dwidends

14 Share capital

2007 20086

fm fm

2006 interim (0 0162p per share) 118 0 -
2005 interim {0 O1p per share) . 730
1180 730

The directors do not propose a final dividend (2006 nil) They are proposing an
interim dividend in respect of the financial year ended 31 December 2007 of
0 0144p per share

{a) Authonised share capital

2007 2006

Number £'000 Number £'000
Equity share capital
Ordinary 1p ] ) ) T
A shares 3.800,000 38 3.800.,000 38
B shares 3.800,000 38 3.800,000 38
Cshares 9,750,000 98 9,750,000 98
E shares 230,031 2 230,031 2
Converted shares 400,540 4 400,540 4
Tota! ordinary share capital 17,980,571 180 17,980,571 180
Undesignated 1p 13.275.000 132 13,275,000 132
Total ordinary equity share
capital 31,255,671 312 31.255.571 312
Equity redeemable share
capital
2nd senes convertible
redeemable preference 1p e
A shares 2,000,000 20 2,000,000 20
B shares 2,000,000 20 2,000,000 20
J shares 375,000 4 375,000 4

4,375,000 44 4,375,000 L 44

E;jgrred shares 1p 7,664,369,429 76,644 7.664,369,429 76,644
Total equity redeemable share
capital 7,668,744,429 76,688 7,668,744,429 76,688
Total equity share capital 7,700,000,000 77,000 7,700,000,000 77,000

24 Lfe Assurance Holding Corporation Limited




Notes to the financial statements

14, Share capital
{continued)

{b) Allotted, 1ssued and fully paid share capital

2007 2006

_ ~ Number £'000 Number £'000
Equrty share capital
Ordinary 1p
A shares 3,771,165 38 3,771,165 38
B shares 3,771,165 38 3,771,165 38
C shares 8,919,325 89 8,919,326 89
E shares L 119,538 1 _ 119,538 1
CRP1 Ordinary shares 400540 4 400,640 4
Total ordinary share capital 16,281,733 170 16,981,733 170
Undesignated 1p _ e T e T e e e
Total ordinary equity share
capital 16,981,733 170 16,981.733 170
Equity redeemable share
capital
2nd senes convertible T
redeemable preference 1p L o
A shares 2,000,000 20 2,000,000 20
B shares L _ 2000000 20 2,000,000 20
J shares 375,000 4 375,000 4
""""""""" - 4,375,000 44 4,375,000 a4
Deferred shares 1p - - - ]
- Warranty guarantee 7.279.343,26% 72,793  7,279,343,261 72,793
- Converted "E” shares 394,969 4 394,969 4
-ConvertedSenes 1TCRPS 3,974,460 40 3,974,460 40

o 7.283,712,690 72,837 7.283,712,690 72,837
Total equity redeemable share
capital 7,288,087.690 72,881 7,288,087,690 72,881
Total equity share capital 7.305,069,423 73,051 7,305,069.423 73,0561
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14 Share capital (c) Authonsed and 1ssued share capital
(continued}
2007 2006
Authonised Issued Authorised Issued
£000 £'000 £'000 £'000
Balance 77.000 73,0561 77,000 73,051

{d} Principal rights of the convertible redeemable shares
All events that would have led to a conversion have now passed

Dwidends
The shares have no rights to dividends

Return of capital
The shares rank equally with the ardinary shares for return of capital but have no nght
to participate In the profits of the company

Voting
The shares carry voting rights in refation to resolutions to wind up the company, reduce
the capital or vary or abrogate their rights

{e) Principal nghts of the redeemable deferred shares
Deferred shares arising from

Warranty Warranty

recovery Conversion guarantee

Redemption Earliest date At any time At any time 11 March 20056
oo o _Latestdate _ None _ __None _ _ None
Premium payable Nil Ni Nif

on redemption

Detferred shares 1ssued under the warranty recovery clause of the Windsor Life
acquisition agreement or following the conversion of the convertible redeemable
preference shares are redeemable at par immediately Deferred shares issued under
the warranty guarantee will be redeemed for £1 1n total

Deferred shares are entitled, before any dividend on any other class of shares, to a
fixed, cumulative, preferential annual dividend at the rate of 0 00001% per annum an
the nominal capital credited as paid up None of the deferred share class has any
voting rights

On winding-up deferred shares resultant from a conversion only have rnights to a
return of capital at the value paid up after the pnmary repayment nights of each
ordinary share are fulfilled

{f) Rights attributable to E shares

The E shares of the company rank parn passu with the other ordinary shares of the
company in respect of voting nghts, dividends and the rights on return of capttal
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15 Reserves

16 Profit and loss account

17 Fixed asset investments

The reserves of the company are

Share

premium Other Total

account reserves reserves

£m £m £m

At 1 January

and 31 December 2007 839 08 847

Total

reserves

£m

At 31 December 2006 535 2
Loss for the financial year {255 3)
Dividends {118 Q)

Actuarial gain an pension scheme 77
Related movement in deferred tax (22}
At 31 December 2007 _ 1674

(a) The company’s Investments are made up of

Shares in and

loans to

subsidiary

undertakings

fm

At 1 January 2007 3115
Adjustment to provision for 87 5
diminution tn value (seenotey) T
Shares in subsidiary untertaking .~ 2600
A1 31 December 2007 659 0

() The directors have revised the carrying value of the company's investments n
subsidiary undertakings in the manner set out in the accounting pohicies Indoing this
the directors have considered the value of all fixed assets of the company without
necessarily revaluing those assets They are satisfied that they are worth, in total, not
less than the aggregate amount at which they are stated in the company’s financial
statements

The Company purchased 260,000,000 £1 redeemable preference shares of Windsor
Life Assurance Company Limited that were 1ssued during the year, increasing its
investment in this Company by £260m
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17. Fixed asset investments
{continued)

18 Long-term loan to group
undertaking

(b} Subsidiary undertakings
The subsidiary undertakings of the company are all registered in England and Wales

Company Principal activity
Windsor Life Assurance Company Limited *{d) Long-term insurance
Gresham Life Assurance Society Limited * Dormant

C Financial Management Limited *(d) Intermediate holding company

C Life Assurance Company Limited * Dormant

C Life Pensions Limited * Dormant

CLPT Limited * Dormant

RFSG (UK) Plg *(d) Intermediate holding company
ALAC (UK) Limited * Dormant

RAFS Limited * Dormant

Targetchief Limited * {d} Intermediate holding company
Admin Re UK Limited * Intermediate holding company
GL&P PIc * Dormant

FPS Holdings Limited * Dormant

G Assurance & Pension Services Limited * Non-trading

G Financial Services Limited * Dormant

G Management Services Limited * Dormant from 31 December 2007
G Trustees Limited * Trustee company

ERIP General Partner Limited ** Partnership

NM Life Residential Limited * Property portfolio investment company
NM Trustees Limited * Staff pension fund trustees

* 100% ordinary share capital held by the

company

** 80% ordinary share capital held by the

company

(d) directly held by the company

The company has confirmed that so long as it remains the immediate parent undertaking
of 1its subsidiaries, 1t intends to provide such financial and other support as s necessan
for the subsidiary undertakings to continue to trade or otherwise meet their obligation:
as they fali due

2007 200€
£m £m
Contingent subordinated long-term loan - 4385

During the year the company agreed to wawe the balance on the contingent loan witt
WLA This was repayable out of surplus emerging on certain non-profit contracts helc
within the with-profits fund of WLA Interest on the loan was also contingent on these
surpluses The principal element of the loan was repayable at 3% (2006 3%) perannun
on a straight hne basis The amount waived of £422 2m 1s included 1n administrative
expenses
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19 Tangible assets

Computer
equipment
£m
Cost
At 1 January 2007 - 07
Addition 38
At 31 December 2007 45
Depreciation D e
At 1 January 2007 B (0 3)
Charge in the year O (0.1 )
At 31 December 2007 (0 9)
Net Book Value
At 31 December2007 . __ ___ ... 36
At 31 December 20086 o o 04
20 Debtors, prepayments and
accrued income
2007 2006
fm fm
Other debtors 51 01
Deferred tax asset (note 21) Q7 93
58 94
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21 Deferred tax asset

22 Provisions for other nsks

and charges

Accumulated Timing Deferred
losses differences tax asset Discounting  Net asset
fm fm £m £m £m

At 1 January ) I
2007 97 14 111 (18) 93
Amount charged
to the profit and (98) {0 6) {10 4) 18 (8 6)
loss account
At 31 December
2007 __ _. Wvooo_oer oo %7
Deferred tax asset excluding penston asset . 07
Pension asset . e 110
Total deferred tax asset including pension asset S L
Deferred tax 1 January 2007 203
Deferred tax charged to the profit and loss account (6 4)
Deferred tax asset debited to the statement of total 2 2)
recognised gains and losses
Total deferred tax asset at 31 December 2007 __ _ 117

Deferred tax assets are recognised only when projections indicate that it 1s more likely
than not that timing differences will reverse or losses will be relieved within the group

There are unprovided deferred tax assets of £8m (2006 £nil) in respect of
management expenses and other accumulated losses, which are not expected to

be recoverable

The movement in the provision 1s as follows

Property feases

£m
At 1 January 2007 i a7
Additional provision 04
Utilised 1n year {2 0)
Provision released unused (@ 2)
Discount unwind L 01
At 31 December 2007 30

"Property leases" relate to the estimated net cost of carrying empty leased properties
durning the time until they reach a break point in the lease or are expected to be sub-let
The uming and amount depends on the property and the circumstances of any lease
All provisions are discounted at 4 47% (2006 5 00%)

30  ufe Assurance Holding Corporation Limited




Notes to the financial statements

23 Credrtors amounts falling
due within one year

2007 2006
fm fm_
Amounts due to group undertakings 215 03
Other creditors 91 38
{including taxation and social secunty)
306 41
24 Creditors amounts falling
due after more than one
year
2007 2006
£m £m
Loans due to group undertakings o 3080 48 0
Loans due to group undertakings relate to two lpan faciities with the company's
immediate parent undertaking Swiss Re GB Plc The first facihty of £48m s repayable
on 31 March 2011 Interest s payable on the last quarter day based on 3 month LIBOR
at the preceding quarter day plus 25 basis points The second facility of £260m s
repayable on 31 May 2018 Interest i1s payable annually on 5 April at a fixed rate of
587%
2007 2006
£m £fm
Capntal due = _ . e .
- within one vear 46 0 -
- between one and five years 860 48 0
_-afterfiveyears 1280 _— -
25 Operating lease Annual commitments in respect of non-cancellable feases of the company are as
commitments follows
Land and Land and
builldings buildings
2007 2006
£m fm
Operating leases which expire
- between one and five years 18 12
__-after five years _ 0S8 27
27 39

Against the habihties for land and buildings there are sub-leases for which there are
contracted rents recewvable of £1 2m (2006 £1 2m)
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26 Reconcihiation of

movement 1n shareholders'

funds

27 Share based payment
transaction plans

2007 2006
£m £m

Opening shareholders' funds at 1 January ~ 6929 7552
(Loss)/profit for the financial year 65!55 3) 18 1
Dividends (118 Q) (730)
Movement in deferred tax {2 2) 31
Actuaral gain/(loss) 7 (105}
Closing shareholders' funds including pension
deficit at 31 December 3251 632 3
Pensiondefict . __ 282 2586
Closing shareholders' funds excluding pension B
deficit at 31 December 35633 7185

The Group maintains a number of active share based compensations All LAMC
plans constitute grants of rights by LAHC to equity instruments of the Ultimate
Parent Company {Swiss Reinsurance Company) and they have therefore been
accounted for as cash settled

The carrying amount of the hability at the end of the prior year has been settled
during the current year The company Is recharged the cost of all share based
compensations by ts holding company SRGB plc  The total change for 2007 n
respect of all share based payment planswas £0 1m {2006 £0 1m) and thus amount
1s fully provided for at year end

{a) Swiss Re Employee Participation Plan

Swiss Re operates a global Employee Participation Plan (EPP} In the UK, the EPP
comprises the Save As You Earn Plan (SAYE) and the Supplementary Plan The rules of
the EPP provide for an overall imit on savings made in relation to the EPP for a
particular year

SAYE

The SAYE plan 1s granted annually under the Inland Revenue approved Save As You
Earn share option schemes in the United Kingdom and Ireland It allows the SRGB
Group to offer UK employees the opportunity to acquire shares in Swiss Re on
preferential terms and to acquire those shares in the most tax efficient manner The
SAYE plan consists of a savings contract with a three year savings penod, subject to
annual maximum hmit At matunty employees receive their accumulated savings
balance and a tax free bonus which can be used to either elect to purchase Swiss Re
shares at a predetermined discount or receive cash equal to the accumulated savings
balance and the tax free bonus

Supplementary Plan

The Supplementary Plan operates in a similar way to the SAYE plan and comes into
operation when the Inland Revenue approved celling for the tax free benefit allowed
in terms of the SAYE plan s exceeded Benefits generated under the Supplementary
Plan are paid in cash at the end of the savings period

The farr value of the options relating to the SAYE and Suppiementary Plan was
estimated on the date of grant, using the Black Scholes Option pricing moedel The
following weighted average assumptions were used in this model
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27 Share based payment Assumption 2007 2006
transaction plans Share price £35 70 £39 49
{continued) Exercise price £36 05 £3159

Expected volatihity 20% 20%
_Expected life _ i 2 92 years 3 25 years

Expected dividend yield 4 5% 3 8%

Risk free interest rate 2 2% 24%

The expected volatility 1s based on the tustoric volatility (calculated based on the
weighted average remaining life of the share options) adjusted for future expected
dispersion of returns of the Swiss Re share price

As at 31 December 2007, options to subscribe for ordinary shares of 3,605 in the
Company under the SAYE and Supplementary Plan were outstanding as follows

Date of Number of Exercise Exercise Fair value Imphed
grant options price{p) date at grant length

e e e e o Gatefp)
0106 06 19,640 3,159 310509 660 3 years
0106 07 9,899 3.605 310510 1060 3years_

A summary of the activity of the SAYE and Supplementary Plan is as follows

Weighted Number of Weighted Number of
average options average options
exercise 2007 exercise 2006
) o e . o..bmcep) _ price(p)
Qutstanding, 1
January 3,159 20,291 - -
Options granted 3,605 9903 3159 20,409
_Options forferted 3,602 (655} 3,159 (118)
_Options exercised - ~ - e
Qutstanding, 31
December 3.456 29,539 3,159 20,291
Exercisable, 31
December - - - -
Welghted average
fair value of options
granted during the
_year per share 1060 - 660 -

{b) The Employee Restricted Share Plan

The Employee Restricted Share Plan (ERSP) grants select employees of Swiss Re and
its affihates with a right to future participation in Swiss Re shares, for free The
shares are subject to a four year vesting period during which the shares may not be
transferred or traded Ownership rnights are also restricted At the end of the vesting
penod, the participating employee 1s free to transfer or sell the shares

The expense recognised 1s based on the number of shares outstanding and the
market price at the measurement date The corresponding liability reflects an

Increase N equity in SAZ, the ultimate parent company, whose shares are being
Issued
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27 Share based payment
transaction plans

{continued)

As at 31 December 2007, options to subscribe for ordinary shares in the Company
under the ERSP were outstanding as follows

Date of Number of Exercise Exercise Fair value Imphed

grant options price(p) date at grant length
date (p)

1702 0b 1,260 Nil 17 0209 3.690 4 years

A summary of the activity of the ERSP 1s as follows

Weighted Number of Weighted Number of
average options average options
exercise 2007 exercise 2006
price(p) price(p)

Cutstanding, 1

January - 1,250 - 1,250
_Options granted - - - -
_Options forfeited - - - -
_Options exercised - - - -
_Options sold - - - -
_Options expired - - - -

Qutstanding, 31

December - 1,250 - 1,250

Exercisable, 31

December - - - -

The fair value of the options relating 10 the ERSP were estimated on date of grant to
be not materially different from the quoted share price at that date and so the quoted
share price has been used as the fair value

(c) Stock Appreciation Rights

The Stock Appreciation Rights (SAR) grant to certain employees the nghts to
appreciation from Swiss Re shares between the grant date and the exercise date
The SAR have a two vear vesting period after which the employees have a further
three years in which to exercise their rights At exercise the entittement is settled in
cash

As at 31 December 2007, options to subscribe for ordinary shares of 3,576p in the
company under the SAR were outstanding as follows

Date of Number of Exercise Exercise Fair value Imphed

grant options price(p) date at grant length
date (p)

1506 06 27000 3576 140608 1,042 2 vyears

The fair value of the options relating to the SAR was estimated on the date of
grant, using a binorminal option pricing model The following weighted average
assumptions were used 1in this model

Assumption 2007 2006

Share price £39 00 £36 03

Exercise price £39 75 £36 03

Expected volatility _ 20% 20%

Expected life ) 1 45 years 2 45 years
_Expected dwidend yield 4 5% 31%

Risk free interest rate 22% 2 2%
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27 Share based payment

transaction plans
(continued)

28 Contingent labilities

The expected volatihty 1s based on the historic volatility (calculated based on the
weighted average remaining hfe of the share options) adjusted for future expected
dispersion of returns of the Swiss Re share price

A summary of the activity of the SAR 15 as follows

Weighted Numberof Weighted Number of
average options average options
exercise 2007 exercise 2006
price(p) price(p)
Qutstanding, 1
January 3,603 27,000 - -
Options granted - - 3603 27000
_Options forfeited - - - -
_Options exercised - - - - |
_Options sold - - - - |
_Options expired - - - - !
Outstanding, 31
December e _ 3,603 27,000
Exercisable, 31
December 3.603 27,000 - -
Weighted average
fair value of options
granted dunng the
_year per share - - 1,042 -

No options were granted cTJﬂHEﬁbbf ]

{d) Bonus Share Plan

Employees can elect to recewve therr honus in cash or shares For employees
electing to receive bonus shares, Swiss Re contrbutes an additional one future share
for every four shares purchased out of the bonus amount The shares have a four
year holding period during which time they cannot be sold, but are still ehgible for
dividends The recipient s hable to tax and NI on the full value of the shares on the
date they are received No further tax or Nl arises at the end of the four year penod

The cost to the employer 1s the value of the future shares awarded An expense, and
a corresponding increase 1n hability, 1s recognised based on the number of future
shares outstanding and the quoted market price at the measurement date The
expense 1s spread over a four year period from the award date

The details of the shares outstanding at 31 December 2007 are as follows

Performance year 2007 2006
Date of grant Apnl 2007 Apnl 2006
No of shares awarded and outstanding 60 Nil

The market value of the bonus shares at the date of grant was £45 63

Under the agreement for the sale of G Developments Limited in 2001 the company
1ssued a warranty limited to £25 million for a maximum of 6 years in respect of the
tax deed
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29, Ultimate parent
undertaking

The smallest and largest group in which the results of the company are consolidated 1s
that of which Swiss Reinsurance Company 1s the parent company The consolidated

accounts of Swiss Reinsurance Company may be obtained fromits registered office at
Mythenquat 50/60, PO Box 8022, Zurich, Switzerland

The immediate parent company 1s Swiss Re GB Plc, incorporated in England and Wales
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