Variable interest securities 0
UK listed equity shares 29865
Non-UK listed equity shares 10968
Unlisted equity shares 0
Other assets 3878

The Scottish Legal ROI Asset Mix is:

Asset Mix £000s
Land and buildings 2206
Approved fixed interest securities 8110
Other fixed interest securities 0
Variable interest securities 0
UK listed equity shares 1399
Non-UK listed equity shares 10264
Unlisted equity shares 0
Other assets 1108
T &,

Investment Returns are calculated for the assets in each category on Form 48 — there
is no allocation of individual securities (within the asset categories) between the with
profits and non-profit business.

* % :
Form 49 has not been included as non-linked fixed interest securities are less than
£100m.

- 8 #oo<* .
Miscellaneous Conventional With-Profits relates to sundry with-profits contracts,
being both endowment and whole of life.
Miscellaneous Non-Profit relates to sundry non-profit contracts, being both
endowment and whole of life.
For Scottish Legal, the line UK Life Gross; Miscellaneous conventional with-profits
(OB tax exempt) includes 11965k in relation to the Scottish Legal pension escrow
account.

#oC
Details other than the mathematical reserves in respect of personal pension contracts
which have a choice of linked and accumulating with-profits funds are shown as
linked business in Form 53.

* )

This relates to the index linked part of UWP contracts recorded in Form 52.
7 2 2 3 (0 2

+ 4

The IB and OB subfunds have been merged this year end. The Surplus Brought
Forward from Previous Year represents the sum of the OB and IB subfunds. The
Surplus Carried Forward includes the Investment Reserve, which sat alongside the
two subfunds and was previously not reported.
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Certificate required by Rule 9.34
Certificate by Directors
Scottish Friendly Assurance Society Limited

Financial year ended 31 December 2007

We certify that:
1. (1) (@) The return has been properly prepared in accordance with the requirements in

INSPRU; and

(1) (b) The directors are satisfied that:

6))] Throughout the financial year in question, the insurer has complied
in all material respects with the requirements in SYSC and PRIN as
well as the provisions of INSPRU.

(i1) It is reasonable to believe that the insurer has continued so to comply
subsequently, and will continue to comply in future.

2. (a) In our opinion, premiums for contracts entered into during the financial year

and the resulting income earned are sufficient, under reasonable actuarial
methods and assumptions, and taking into account the other financial
resources of the insurer that are available for the purpose, to enable the
insurer to meet its obligations in respect of those contracts and, in particular,
to establish adequate mathematical reserves;

(b) The sum of the mathematical reserves and the deposits received from
reinsurers as shown in Form 14 constitute proper provision at the end of the
financial year in question for the long-term insurance business liabilities
(including all liabilities arising from deposit back arrangements, but
excluding other liabilities which had fallen due before the end of the
financial year) including any increase in those liabilities arising from a
distribution of surplus as a result of an actuarial investigation as at that date
into the financial condition of the long-term insurance business;

(© The with profits fund has been managed in accordance with the Principles
and Practices of Financial Management, as established, maintained and
recorded under COB 6.10; and

(d) The directors have, in preparing the return, taken and paid due regard to —

(1) Advice in preparing the return from the actuary appointed by the insurer
to perform the actuarial function in accordance with SUP 4.3.13R; and
(ii))Advice from the actuary appointed by the insurer to perform the with

profits actuary function in accordance with SUP 4.3.16R.

G H Webster, Chairman G E F Johnston, Director F C McBain, Chief Executive

26 March 2008
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Report of the auditor to the Directors pursuant to rule 9.35 of IPRU (INS)
the Interim Prudential Sourcebook for Insurers

Scottish Friendly Assurance Society Limited
Financial year ended 31 December 2007

We have examined the following documents prepared by the Society pursuant to the
Accounts and Statements Rules set out in part I and part IV of chapter 9 to IPRU(INS) the
Interim Prudential Sourcebook for Insurers, GENPRU the General Prudential Sourcebook and
INSPRU the Insurance Prudential Sourcebook, (‘the Rules’) made by the Financial Services
Authority under section 138 of the Financial Services and Markets Act 2000:

h  Forms 2, 3, 13, 14, 17 to 19, 40 to 45, 48, 49, 58 and 60, (including the supplementary
notes) on pages 1 to 47, 51, 88 to 92 and 95 (‘the Forms’);

h the statement required by [IPRU(INS) rule 9.29 (‘the Statement’); and
h the valuation report required by rule IPRU(INS) 9.31(a) (‘the valuation report’)

h the statements, analysis and reports required by IPRU(INS) rule 9.31b (‘the realistic
valuation report’)

We are not required to examine and do not express an opinion on:

h  Forms 46, 47, 50 to 55, 56, 57, 59A and 59B (including the supplementary notes) on
pages 48 to 49, 52 to 87, and 93 to 94;

h the statements required by IPRU(INS) rules 9.30 and 9.36;
h the certificate required by IPRU(INS) rule 9.34 (‘the certificate’).

This report is made solely to the Society’s directors, as a body, in accordance with the
requirements of [PRU(INS) rule 9.35. We acknowledge that the directors are required to
submit this report to the FSA, to enable the FSA to verify that an auditor’s report has been
commissioned by the Society’s directors and issued in accordance with the requirements of
IPRU(INS) rule 9.35 and to facilitate the discharge by the FSA of its regulatory functions in
respect of the Society, conferred on the FSA by or under the Financial Services and Markets
Act 2000. Our audit work has been undertaken so that we might state to the Society’s
directors those matters we are required to state to them in an auditor’s report issued pursuant
to IPRU(INS) rule 9.35 and for no other purpose. To the fullest extent permitted by law, we
do not accept or assume responsibility to anyone other than the Society and the Society’s
directors as a body, for our audit work, for this report, or for the opinions we have formed.

RESPECTIVE RESPONSIBILITIES OF THE SOCIETY AND ITS AUDITORS

The Society is responsible for the preparation of an annual return (including the Forms, the
Statement, the valuation report, the realistic valuation report, the forms and statements not
examined by us and the certificate) under the provisions of the Rules. Under IPRU(INS) rule
9.11, the Forms, the Statement, valuation report, realistic valuation report, the forms and
statements not examined by us and the certificate are required to be prepared in the manner
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specified by the Rules and to state fairly the information provided on the basis required by the
Rules.

The methods and assumptions determined by the Society and used to perform the actuarial
investigation as set out in the valuation report, and the realistic valuation report prepared in
accordance with IPRU(INS) rule 9.31 are required to reflect appropriately the requirements of
INSPRU 1.2 and 1.3.

It is our responsibility to form an independent opinion as to whether the Forms, the Statement
and the valuation report and the realistic valuation report meet these requirements, and to
report our opinions to you. We also report to you if, in our opinion, the Society has not kept
proper accounting records or if we have not received all the information we require for our
examination.

BASIS OF OPINION

We conducted our work in accordance with Practice Note 24: ‘The audit of friendly societies
in the United Kingdom (Revised)’ issued by the Auditing Practices Board. Our work
included examination, on a test basis, of evidence relevant to the amounts and disclosures in
the Forms, the Statement, the valuation report and the realistic valuation report. The evidence
included that previously obtained by us relating to the audit of the financial statements of the
Society for the financial year. It also included an assessment of the significant estimates and
judgements made by the Society in the preparation of the Forms, the Statement, the valuation
report and the realistic valuation report.

We planned and performed our work 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 Forms, the Statement, the valuation report and the realistic
valuation report are free from material misstatement, whether caused by fraud or other
irregularity or error, and comply with IPRU(INS) rule 9.11.

In accordance with IPRU(INS) rule 9.35(1A), to the extent that any document, Form,
Statement, analysis or report to be examined under rule IPRU(INS) 9.35(1) contains amounts
or information abstracted from the actuarial investigation performed pursuant to [PRU(INS)
rule 9.4, we have obtained and paid due regard to advice from a suitably qualified actuary
who is independent of the Society.

OPINION
In our opinion:

i) the Forms, the Statement and the valuation report and the realistic valuation report fairly
state the information provided on the basis required by the Rules and have been properly
prepared in accordance with the provisions of those Rules; and

ii) the methods and assumptions determined by the Society and used to perform the actuarial
investigation as set out in the valuation report and the realistic valuation report prepared
in accordance with IPRU(INS) rule 9.31 appropriately reflect the requirements of
INSPRU 1.2 and 1.3.

KPMG Audit Plc
Registered Auditor
Glasgow

28 March 2008
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Information required by Rule 9.36 — Information on With Profits Actuary

The following information is provided in respect of Mr G Beamer BSc, FIA, who was
the With Profits Actuary. Mr Beamer is an employee of the firm of OAC plc. He was
not a member of the Society at any time during 2007:

(a). Mr Beamer had no interest in any shares in, or debentures of, any companies
owned by the Society at any time during the period.

(b). Neither Mr Beamer nor any member of his family had any pecuniary interest
in any transaction between the actuary and the Society subsisting at any time
during the year save his interest as an employee of the firm of OAC, in
respect of the amounts disclosed in (c¢) below. He has no policies with the
Society.

(c). The only remuneration was the fee for professional services paid to OAC plc
for the services provided by Mr Beamer and his support team, and the amount
payable in this respect amounted to £64,728 inclusive of Value Added Tax
for the year ended 31 December 2007. No other benefits, emoluments,
pensions or compensation were paid.

(d). Mr Beamer did not receive, and will not receive, any other pecuniary benefit.

The Society requested the With Profits Actuary to furnish it with the particulars
specified in Rule 9.36 and he has confirmed that the information given above is
correct.
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