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SL MACS PLC Statutory Accounts Year ended 31 December 2006
DIRECTORS’ REPORT

The Directors submit their Report and Accounts of SL MACS Plc (the Company) for the year ended 31 December
2006

Annual General Meeting

As permitted by Section 366A of the Companies Act 1985, the Company has passed an elective resolution to
dispense with the holding of an annual general meeting

Results and dividends
SL MACS Plc made a profit for the year ended 31 Dacember 2006 of £3,000 (2005 £2,000)

The Directors do not recommend the payment of a dvidend for the year The directors consider the results to be
satisfactory

Principal activities and business review

Pnor to 10 July 2006, the pnncipal activity of the Company was to act as a financing company for the Standard
tife Assurance Company (SLAC) ©On 4 November 2004 the Company 1ssued Mutual Assurance Capital
Secunties (“MACS™) which are listed on the London Stock Exchange The details of the 1ssue are given in Note
10

On 10 July 2006 the Company's ultmate controlling party SLAC demutualised and a new holding company for
the Group, Standard Life plc (SL plc), Iisted on the London Stock Exchange and became the ultimate controlling
party for the Company

Immediately pror to the demutualisation of SLAC, it repaid its liabiities to its subsidianes that had i1ssued
subordinated guaranteed bonds and Mutual Assurance Capital Secunties (the instruments) and lent it the funds
received The repayment proceeds were transferred to SL plc in return for its assumpton of the obligations
under the instruments At the ime of the demutualisation transaction SL ple entered into a loan arrangement with
Standard Life Assurance Limited under which it lent the proceeds it had recewved for assuming the obligations
under the instruments The instruments were re-isted on the London Stock Exchange with SL plc as the tssuer

Subsequent to 10 July 2006 and the repayment of its liabilires the Company no longer trades
Directors

The names of the Directors of the Company are hsted on page 3 The changes to directors dunng the year, and
subsequent to it, are shown below

LDC Corporate Director {resigned 8 February 2007)
John Hylands (resigned 31 March 2007)
David Nish (appointed 31 March 2007)

The Directors are not subject to retirement by rotation None of the Directors has a beneficial interest in the
shares of the Company

Financial instruments and nsk management

Pnor to 10 July 2006, the Company's financial instruments compnsed its MACS in i1ssue and the loan of the
proceeds of this debt to its parent undertaking, SLAC The Company did not bear any currency or interest rate
rnsks in relation to its MACS in I1ssue as these nsks were passad onto SLAC under the terms of the Company’s
loan agreement with its parent undertaking The credit nsk was considered to be minimat as the debtor balance
was Intercompany and this remains so for the penod to 31 December 2006

Employees

The Company has no employees

Statement on disclosure of information to the auditors

In accordance with company law, as the company's directors, we certify that

» so far as we are aware, there 1s no relevant audit information of which the company’s auditors are unaware, and
+ as the directors of the company we have taken all the steps that we ocught to have taken in order to make
ourselves aware of any relevant audit mformation and to establish that the company’s auditors are aware of that
information
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Auditors

The auditors, PrnicewaterhouseCoopers LLP, Chartered Accountants have indicated therr willingness to continue i
office and a resolution concerning their re-appointment will be proposed by the Directors

On bebhalf of the Board of Directors

D C Bentley, Director

Edinburgh
28 July 2007
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Statement of directors’ responsibilities in respect of the Annual Report and the financial statements

The directors are responsible for prepanng the Annual Report and the financial statements in accordance with
applicable law and reguiations

Company law requires the directors to prepare financial statemants for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union The financial statements are required by law to give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that pernod

In preparnng those financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,

make judgements and estimates that are reasonable and prudent,

state that the financial statements comply with IFRSs as adopted by the European Union,

prepare the financial statements on the going concern basis unless it Is inappropnate to presume that
the company will continue in business

The directors confirm that they have complied with the above requirements in prepanng the financial statements

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any tme the financial posttion of the company and 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 irregulanties

—_——tim— a
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INCOME STATEMENT

For the year ended 31 December 2006

Notes 2006 2005
£000 £000

Revenue
Net investment return 2 6,978 12,879
Other income 40 34
Total revenue 7,018 12,913
Expenses
Administration expenses 3 {39) (33)
Interest payable on subordinated habilibes (6,975) {12.877)
Profit before tax 4 3
Income tax charge 5 (1) (1)
Profit for the year 3 2

The notes on pages 11 to 18 form an integral part of these accounts




BALANCE SHEET

As at 31 December 2006

SL MACS PLC Statutory Accounts Year ended 31 December 2006

Notes 2006 2005
£000 £000
Assets
Loans te Group undertakings 6 - 259,017
Other assets 7 16 9
Cash and cash equivalents 8 80 79
Total assets 96 259,105
Equity
Share capital 9 50 50
Retained eamings 5 2
Total equity 55 52
Liabilities
Subordinated llabihties 10 - 250,017
Current tax habilities 1 2
Other habilities 11 40 34
Total habilities 41 259,053
Total equity and liabilties 96 259,105

Approved on behalf of the Board of Directors on 26 July 2007 by the following Director

sty

D C Bentley

The notes on pages 11 to 18 form an integral part of these accounts
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RECONCILIATION OF MOVEMENTS IN EQUITY

For the year ended 31 December 2006

Retained Share Total

Earnings Capital Equity

£000 £000 £000

At 31 December 2004 - 50 50
Profit 2 - 2
At 31 December 2005 2 50 52
Profit 3 - 3
At 31 December 2006 5 50 55

The notes on pages 11 to 18 form an integral part of these accounts




CASH FLOW STATEMENT

For the year ended 31 December 2006

SL MACS PLC Statutory Accounts Year ended 31 December 2006

———— e ——

Notes 2006 2005
£000 £000

Cash flows from operating activities
Profit before tax 4 3
Investment income 6.975 12,877
Net movement in operating assets and liatiities 13 (2) -
Taxation pad {1) -
Net cash flows from operating activities 6,976 12,880

Cash flows from financing activities
Interest paid on subordinated habilibies {6,975) (12,878)
Net cash flows from financing activities {6,975) (12,878)
Net increase in cash and cash equivalents 1 2
Cash and cash equivalents at the beginring of the year 79 77
Cash and cash equivalents at the end of the year 8 80 79

Supplemental disclosures on cash flow from cperating activities

Interest received 2 2

The notes on pages 11 to 18 form an integral part of these accounts

10
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NOTES TQ THE ACCOUNTS

1

ACCOUNTING POLICIES
{a) Basis of preparation

The financial statements have been prepared n accordance with Intemational Financial Reporting
Standards (IFRS) and interpretations issued by the Intemational Accounting Standards Board {IASB) as
endorsed by the European Comnussion {EC) for use in the European Union (EU) All relevant
standards and interpretations have been endorsed by the EU

The financial statements have been prepared under the histoncal cost convention, as modified by the
revatuation of financial assets and habilibes {(including denvative instruments) at fair value through profit
or loss (FVTPL), property and investment property These are the Company's first financial statements
under IFRS and IFRS 1 First time Adoption of Infernational Financial Reporting Standards has been
apphed The pnncipal accounting policies set out below have been consistently applied to all financial
reporting periods presented in these financial statements

Unless otherwise stated in the notes to these financial statements all amounts are expected to be
seftledf/recovered after more than 12 months

The date of transition to IFRS 1s 1 January 2005 There were no differences between UK GAAP and
IFRS at 1 January 2005 and therefore there 1s no impact on profit for the 2005 year end as a result of
this transition

Standards, interpretations and amendments to published standards that are not yet effective and
have not been early adopted by the Company

Certain new standards, amendments and interpretations to existing standards have been pubhshed that
the Company has nct adopted for the accounting penod ended 31 December 2006 These standards,
amendments and interpretations as descnbed below

IFRS 7 Financial Instruments Disclosures, a complementary amendment to IAS 1 Presentatron of
Financial Statements on capital disclosures and complementary revised guidance on implementing IFRS
4 insurance Contracts (all effective from 1 January 2007)

IFRS 7 introduces new disclosures to the information on financial instruments and the revision to IFRS 4
reflects the changes made by IFRS 7 and affects the disclosure section of the amended IFRS 4 The
amendment to 1AS 1 ntroduces disclosures on the level of management of capital resources This will
be appled by the Company for annual penods beginning 1 Janvary 2007 The Standard has no
financial impact but will change the disclosures surrounding the Company's Financial Instruments

IFRIC 8 Scope of IFRS 2 (effective for annual pencds beginning on or after 1 May 2006)

The interpretation requires consideration of transactions involving the 1ssuance of equity instruments —
where the identifiable consideration received 1s less than the fair value of the equity instruments 1ssued —
to establish whether they fall within the scope of IFRS 2 The Company will apply IFRIC 8 from 1
January 2007, but it 1s not expected to have a significant impact on the Company's financial statements

IFRIC 9 Reassessment of embedded denvatives (effective for annual penods beginning on or after 1
June 2006}

The interpretation requires an assessment of whether an embedded denvative 1s required to be
separated from the host contract and accounted for as a denvative when the Company first becomes a
party to the contract Subsequent reassessment is prohibited, unless there 1s a change in the contract's
terms, in which case it 1s required The Company wilt apply IFRIC 9 from 1 January 2007, but it 1s not
expected to have a significant impact on the Company's financial statements

IFRIC 10 Intertm Financial Reporting and Impairment (effective for annual penods beginning on or after 1
November 2006)

The interpretation prohibits the impaiment losses recognised 1n an intenm penod on goodwill and
investments in equity instruments and n financial assets camed at cost to be reversed at a subsequent
balance sheet date The Company will apply IFRIC 10 from 1 January 2007 but it 1s not expected to
have any impact on the Company’s financial statements

1"
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NOTES TO THE ACCOUNTS

1

ACCOUNTING POLICIES (continued})

IFRIC 11 IFRS 2 - Group and treasury share transactions (effective for annual penods beginning on or
after 1 March 2007)

The interpretation provides guidance on accounting for share-based transactions involving treasury
shares or involving group entihes and considers accounting for such transactions as equity-settied and
as cash-settled share-based payment transactions The Company will apply IFRIC 11 from 1 January
2008, but it 1s not expected to have a significant impact on the Company’s financial statements

Interpretations to existing standards that are not yet effective and not relevant for the Company's
operations

IFRS 8 Operating Segments (effective from 1 January 2009)

IFRS 8 will replace IAS 14, Segment reporting and preposes that the ‘management approach’ 1s adopted
for reporting the financial performance of operating segments The Company i1s not required to adopt
this standard since it 1s not included in its scope

IFRIC 7 Applying the Restatement Approach under IAS 29, Financial Reporfing in Hyper-inflationary
Economies (effective for annual pencds beginning on or after 1 March 2006)

The interpretation 1s not deemed relevant to the Company’s operations since the Company does not
operate in hyper-inflationary economies

IFRIC 12 Service concession arrangements (effective for annual penods beginning on or after 1 January
2008)

The interpretation applies to contractual arrangements whereby a prnivate sector operator participates in
the development, financing, cperation and mawmntenance of infrastructure for public sector services and
as such 1s not relevant to the Company's operations

Estimates

The preparation of financial statements, in conformity with generally accepled accounting pnnciples
{GAAPY), requires the use of estimates and assumptions that affect the reported amounts of assets and
labiittes at the date of the financial statements and the reported amounts of revenues and expenses
dunng the reporting penod Consistent with IFRS 1, any estimates included in the Company’s opening
IFRS Balance Sheet have bsen made by considering the information that existed at the time the
estimate was made under previous GAAP, rather than information that became available after that date,
after taking mnto account any applicable adjustments resulting from differences in accounting policles
There are no cntical estimates used by the Company in the preparation of its financial statements

Foreign currency transtation

The financial statements are presented in pounds Sterling, which 1s the Company’s presentation
currency

Foreign currency transactions are transfated at the exchange rate prevaling at the date of the
transaction Gains and losses ansing from such transachons and from the translation at year-end
exchange rates of monetary assets and habihties denominated n forergn currencies are recognised in
the income statement

Translation differences on non-monetary items, such as equities held at FVTPL, are reported as part of
the fair value gain or loss in the Income statement

(b) Revenue Recognition

investment Income

For loans and receivables measured at amortised cost, interest income 15 calculated using the effective
interest rate (EIR) method and is recognised in the income statement

Other income

The amounts shown represent cost recovenas from other Standard Life Group undertakings 1n respect
of administration services

12
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NOTES TO THE ACCOUNTS

1

ACCOUNTING POLICIES (continued)
{c) Income tax

The current tax expense is based on the taxable profits for the year Amounts are charged or credited to
the mcome statement or equity as appropnate

The income tax expense 1s determined using rates enacted or substantvely enacted at the balance
sheet date

(d) Loans to Group undertakings

Loans to Group undertakings are non-derivative financial assets with fixed or determinable payments
that are not quoted In an active market other than those that the Company intends te sell in the short
term or that it has designated as FVTPL

Loans are inttially measured at fair value less directly attnbutable transaction costs Subsequently, they
are measured at amortised cost, using the EIR method, less any imparment losses Revenue from
financial assets classified as loans and receivables 1s recognised in the income statement on an EIR
basis

Impairment on individual loans I1s determined, at each reporting date, by an evaluation of the exposure
on a case-by-case basis The impairment loss 1s calculated as the difference between the present
value of future cash flows, discounted at the loan's onginal effective rate, and the loan’s current camying
value Any impaiment loss identified 1s recogmsed in the income statement Subsequent recovenes
are credited to the income statement

{e) Cash and cash equivalents
Cash and cash equivalents consist of cash in hand
{f) Subordinated liabilities

Subordinated liabilihes are initrally recognised at the value of proceeds received net of transaction costs
The total finance costs are charged to the income statement over the relevant term of the instrument on
an EIR basis The carmying amount of the debt 1s increased by the finance cost In respect of the
reporting penod and reduced by payments made in respect of the debt in the penod

The 5 314% €360,000,000 Mutual Assurance Capital Secunties ("MACS") were recognised on the
ongination date and initially measured at farr value Any directly attnbutable transaction costs were
excluded from the imihal measurement value as these were met by The Standard Life Assurance
Company At each subsequent reporting date these MACS are measured at amortised cost using the
EIR which is used to allocate all cash flows over the expected life of the debt

NET INVESTMENT RETURN

Financial instruments other than those at fair value through profit or loss

2006 2005
£000 £000
Interest income

Loans to Group undertakings 6,976 12.877
Cash and cash equivalents 2 2
Net investment return 6,978 12,879

ADMINISTRATION EXPENSES
Note 2006 2005
£000 £000
Auditors' remuneration 4 13 7
Other administration expenses 26 26
Total administration expenses 39 33

13
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NOTES TO THE ACCOUNTS

4

AUDITORS' REMUNERATION

Auditors’ remuneration amounted to £13,101 (2005 £6,763) in respect of audit services There were no
fees patd to the auditors in respect of non-audit services (2005 nil)

TAX CHARGE
2006 2005
£000 £000
Current tax charge - United Kingdom 1 1
Total iIncome tax charge 1 1

Current tax charge 18 30% of profit before tax — there are no tming or permanent differences

LOANS TO GROUP UNDERTAKINGS

The intercompany loan represents funds received from the 1ssue of secunties which were loaned to The
Standard Life Assurance Company under a Subordinated Members Account (SMA) See Note 10 for
further details of the SMA

OTHER ASSETS
Note 2006 2005
£000 £000
Due from related parties 15 16 g
Total other assets 16 9

The carrying amounts disclosed above reasonably approximate the fair values as at the year end

All other assets are expected to be recovered within twelve months

CASH AND CASH EQUIVALENTS

2006 2005
£000 £000
Total cash and cash equivalents 80 79
SHARE CAPITAL
2006 2005
£000 £000
Authonsed
50,000 Ordinary shares of £1 each 50 50
Allotted, Called up and Fully Paid
50,000 Ordinary shares of £1 each 50 50

14
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NOTES TO THE ACCOUNTS

10

11

12

SUBORDINATED LIABILATIES

During the penod ended 31 December 2004, the Company raised finance through the 1ssue of Mutual
Assurance Capital Secunties (“MACS”™) The MACS are perpetual secunties and as such have no fixed
date for redemption The gross proceeds of the 1ssue of MACS were made available to The Standard
Life Assurance Company (“SLAC") pursuant to the Subordinated Members' Account (“SMA”)
Agreement The obligations of SLAC under the SMA Agreement constitute direct, unsecured and, save
as to subordination, unconditional obligattons The clams of the Company would, on a winding up of
SLAC, be subordinated and rank junior to the full satisfaction of the claims of (1) all unsubordinated
creditors of SLAC, including all policyholders, and (1) the subordinated Guaranteed Bonds of SLAC

There was no fixed date for repayment of the amounts under the SMA Agreement and accerdingly there
was no fixed due date for redemption of the MACS Under the SMA Agreement, SLAC may have
elected to repay all amounts payable together with accrued interest up to (but excluding) the first
redemption date of 6 January 2015 or any interest payment date thereafter In certain crrcumstances
SLAC may also have elected to repay all amounts payable under the respective SMA Agreement pnor
to the applicable first optional redemption date noted above SLAC was required to give not less than 25
days prior notice of its intention to repay the SMA pnncipal amount  In the event that SLAC repaid all
amounts due under the SMA Agreement then the Company would have to repay all amounts due to the
holders of the MACS If a demutualisation of SLAC was to take place, the SMA Agreement contained
provisions for the conversion nto a replacement instrument and obligation to deliver financial assets, or
under certain circumstances provided that SLAC would repay the SMA, resulting in the redemption of
the MACS

The MACS started accruing interest from 4 November 2004 and would bear interest of 5 314% per
annum payable annually in arrears in Euro on 6 January each year, commencing 6 January 2006 From,
and including, 6 January 2015 the MACS would bear interest quarterly in arrears, commencing 6 Apnl
2015, at a floating rate of interest to be calculated quarterly based on the aggregate of a margin plus the
rate for three month Euro deposits

The SMA Agreement effectively provided that interest 1s payable by SLAC to the Company at the same
rate and in the same amount as that paid by the Company in respect of the MACS

The payment of interest by SLAC to the Company under the SMA Agreement may have been deferred
in certain circumstances, in which case the payment of interest by the Company under the MACS would
also be deferred If interest was deferred under the SMA Agreement, SLAC may have elected to
capitahse the amount deferred in certain circumstances and in other circumstances this would occur
automatically If such deferred interest was capitahsed under the SMA Agreement then a corresponding
amount would be capitalised by the Company under the MACS

On 10 July 2006 Standard Life plc was substituted as the new 1ssuer of the subordinated guaranteed
bonds and MACS and the instruments were re-listed on the London Stock Exchange

OTHER LIABILITIES
Note 2006 2005
£000 £000
Trade credifors 40 33
Due to parent undertaking 15 - 1
Total other liabilities 40 a4

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

The estimated fair values of financial assets and liabilities are as follows

2006 2005
Book value Fair value Book value Fair value
£000 £000 £000 £000
Loan to Group undertaking - - 259,017 309,533
Subordinated liabilities - - {259,017} (308,533)

The fair value of the MACS and the cerresponding debt due from the parent undertaking are calculated
by reference to the quoted mid market pnce of the MACS as at the balance sheet date

15
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NOTES TO THE ACCOUNTS

13

14

NET MOVEMENT IN OPERATING ASSETS AND LIABILITIES

2006 2005
£000 £000
{increase)/decrease In operating assets
Other assets 259,010 {5.453)
Increase/{decrease) In operating habilities
Other habiities {259,012} 5,453
Net (increase}/decrease in operating agsets and liabilities (2} -

RISK MANAGEMENT POLICIES

The nsk management polictes of the Company are i Iine with those of the ultimate controling party and
are descnbed in detaill below

(a) Governance framework

Standard Life's Group Risk Management Policy ensures that the nsks taken in meeting the Group's
corporate, financial and regulatory objectives are identified and managed in accordance with the
approved nsk framework

The Group takes and manages nisks to achieve its corporate, financtal and regulatory objectives The
types of nsk inherent in the pursuit of these objectives and the extent of exposure to these nsks form the
Group nsk profile The nsk profile of the individual business units within the Group 15 similarly set by
reference to its objectives

The Group manages nsks through the group nsk management framework, which allows for the
identification, assessment, control and monitorng of nsks across the Group The Group and each
individual business unit estabhish effective nsk management systems and controls within the framework
for the following high-leve! categones of nsk insurance, credit, iquidity, market and operational

The Group Board annually approves a separate Group Risk Policy for each category of nsk specifying
the procedures to be taken across the Group to identify, assess, control and monitor the nsk  The
governing body of each individual business unit also approves, as applicable, its own nsk policies in line
with the apphcable Group Risk Policy Each Group Risk Policy sets cut minimum standards to which
each indwvidual business unit should adhere in constructing its own nsk pohicies and procedures

The Group Board delegates responsibility for the implementation of the day-to-day process to manage
nsk across the Group, to the Group Chief Executive The Group Chief Executive 1s supported in this
role by the Group Executive Committee and assisted by the Group Technical Risk Committee and the
Group Operational Risk Committee These committees are constituted with formal terms of reference

The Group has an established nsk management functon whose role Is to support the Board, the Group
Chief Executive and the nsk committees in meetng therr nsk management responsibibies This
centralised function 15 headed by the Director, Group Risk & Compliance, who reports directly to the
Group Finance Director and 1s the FSA Approved Person charged with reporting to the Group Board on
setting and controlling nsk exposure across the Group

A consohidated Group Board report 1s prepared on a quarterly basis summansing the information
reported to the Group Risk Management Committees The report compnses detailed sections on

. Business Unit Risk Profiles,

Strategic Risks,

Group-wide Project Risks,

Operational Risks,

Techmcal Risks

{b) Credit risk
Credit nsk 1s the nsk incurred whenever the Company s exposed to loss If a counterparty falls to

perform its contractual obligations, including failure to perform those obligations in a timely manner The
Group sets the acceptable level of credit nsk through the Group Credit Risk Policy

18
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NOTES TO THE ACCOUNTS

14

15.

RISK MANAGEMENT POLICIES (continued)
{c} Liquidity or funding risk

Liquidity nisk 1s the nsk that the Company, although solvent, does not have sufficient financial resources
avaitable to meet their obligations as they fall due, or can secure them only at excessive cost

The Group sets the acceptable level of hquidity nsk through the Group Liquidity Risk Policy The
methods used to manage hquidity nsk include

. Limits on the volume of financial assets held which are both not quoted and not regularly
traded on a recognised exchange

. Committed third party funding facilites

. Establishing contingency funding plans to ensure adequate hquid financial resources are In

place to meet obligations as they fall due in the event of reasonably foreseeable abnommal
circumstances

The central Group Treasury funchon has responsibility for mitigating hquidity, interest rate and foreign
exchange nsks across the Group and for arranging external financing

(d) Market risk

Market nisk 1s the nsk that as a result of market movements the Company may be exposed to
fluctuations In the value of its assets, the amount of its llabilities or the income from its assets Sources
of general market nsk include movements in interest rates, equities and foreign exchange rates

The Group sets the acceptable level of market nsk through the Group Market Risk Policy

The main features of the policy are

. Market nsk s only incurred in the pursuit of the Group’s corporate and financial objectives, in
particular, its investment objectives

. Asset allocation and portfolio imit structures are established for each asset class
. Adequately diversified benchmarks set and approved

. Control over denvatives and hedging activities

. Aggregate exposure lmits that are in line with the regulatory requirements
Currency risk

The Company's assets and habiittes are denominated In the same currencies as its investment
llabilittes, which mitigate the foreign currency exchange rate nsk for the overseas operattons Thus
there are no significant foreign exchange nsks ansing

interest rate risk

Interest rate nsk refers to the potential vanability in the Company’s financial condition as a result of
changes in interest rates

The interest rate profile 1s given in Note 10

RELATED PARTY TRANSACTIONS

The Company's immediate parent 1s The Law Debenture Intermediary Corporation Plc The Company's
entire share capital 1s held subject to a trust agreement Pnor to 10 July 2006, the ultmate controlling
party was Standard Life Assurance Company, after 10 July 2006 Standard Life plc was the ultimate
controlling party

In the normal course of business, the Company enters into transactions with refated partes Interest
mcome and other income was receved from The Standard Life Assurance Company pror to 10 July
2006 and from Standard Life Assurance Limited after 10 July 2006

At 31 December 2006, the Company has year end balances being an intercompany payable to Standard

Life Assurance Limited At 31 December 2005, the Company had year end balances being
intercompany payable/receivable to/from the Standard Life Assurance Company

17
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NOTES TO THE ACCOUNTS
16 EVENTS AFTER THE BALANCE SHEET DATE

There have been no signtficant events occurnng after the balance sheet date that will have an impact on
the Company

18
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF STANDARD LIFE MACS PLC

We have audited the financial statements of Standard Life MACS Plc for the year ended 31 December 2006
which compnse the Income Statement, the Balance Sheet, the Cash Flow Statement, the Statement of Changes
in Equity and the related notes These financial statements have been prepared under the accounting policies set
out therein

Respective responsibilities of directors and auditors

The directors’ responsibilities for prepanng the financial statements in accordance with applicable law and
Intemational Financial Reporting Standards (IFRSs) as adopted by the Eurcpean Union are set out in the
Statement of Directors’ Responsibiiies

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

We report to you our opinion as to whether the financial statements give a true and fair view and whether the
financial statements have been properly prepared in accordance with the Companies Act 1985 We also report to
you whether in our opinion the informatien given 1n the Directors’ Report 1s consistent with the financial
statements

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

We read the Directors’ Report and consider the implications 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 !reland) 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 statements It also includes an assessment of the significant estmates and judgments
made by the directors in the preparation of the financial statements, and of whether the accounting policies are
appropnate 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 in order 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 imegulanty or error In forming
our opinton we alsc evaluated the overall adequacy of the presentation of information in the financial statements

Opinion
In our opmnion

« the financial statements give a true and fair view, in accordance with IFRSs as adopted by the European
Union, of the state of the company’s affairs as at 31 December 2006 and of its profit and cash flows for the
year then ended,

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

¢ the information given in the Directors’ Report 1s consistent with the financial statements

Pnuwfxyho caloopess LLE
PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
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