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Financial highlights

Operational highlights
• Very good results with continuing strong performance across our insurance and fund management businesses
• Increased life result with growth in new business and improved new business margin 
• Continued excellent general insurance result with further improvement in the combined operating ratio‡ to 95%
• Strong capital position and increased shareholders’ funds

Aviva plc Interim report 2005

£1,318m
Operating profit before tax*

£12.1bn
Worldwide long-term savings 
new business sales**

9.83p
Interim dividend

£12.6bn
Shareholders’ funds†

This announcement may contain “forward-looking statements” with respect to certain of
Aviva’s plans and its current goals and expectations relating to its future financial condition,
performance and results. By their nature, all forward-looking statements involve risk and
uncertainty because they relate to future events and circumstances which are beyond 
Aviva’s control, including amongst other things, UK domestic and global economic business
conditions, market-related risks such as fluctuations in interest rates and exchange rates, 
the policies and actions of regulatory authorities, the impact of competition, inflation,
deflation, the timing impact and other uncertainties of future acquisitions or combinations
within relevant industries, as well as the impact of tax and other legislation and other
regulations in the jurisdictions in which Aviva and its affiliates operate. As a result, Aviva’s
actual future financial condition, performance and results may differ materially from the
plans, goals and expectations set forth in Aviva’s forward-looking statements.

Aviva undertakes no obligation to update the forward-looking statements contained in 
this announcement or any other forward-looking statements we may make. 

IFRS reporting We have reported our interim results in line with the new International
Financial Reporting Standards (IFRS). The results for 2004 shown as comparatives, which
were previously reported on a UK GAAP basis, have been restated to an IFRS basis.

Life profits reporting In reporting the Aviva plc headline operating profit, life profits have
been included using the European embedded value (EEV) basis. The IFRS basis, which is 
used in our accounts, is also identified in the headline figures. We have focused on the EEV
basis, as we believe life EEV operating return is a more realistic measure of the performance
of life businesses than the IFRS basis. Life IFRS operating profit before tax amounted to 
£510 million. The basis used for reporting EEV profit is consistent with the principles
launched in May 2004 by the CFOs Forum, a group of 19 insurers with implementation
required by no later than 31 December 2005. This is used throughout the Aviva group to
assess performance and as it is adopted by our peers will be used by the investment
community to assess performance. The results for 2004 shown as comparatives, which were
previously reported on an achieved profits basis, have been restated to an EEV basis.
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Equity markets continue to recover but, after a strong run up to March,
our share price has not performed as well as we would like during the
last quarter. We measure ourselves against our European peer group
with an ambition to outperform. 

We aspire to be a world class provider of financial services. By striving to
improve the quality of our products and service to customers, we aim to
increase returns to our shareholders.

The management team under Richard Harvey is working with great
dedication. Precision and progress in our industry can only be achieved
with hard and focused work. Our staff are undergoing a continued
programme of learning and development and they are doing a very 
fine job.

The board is fully supportive of our corporate social responsibility 
(CSR) programme, which covers all our businesses worldwide, and
which we believe enhances our business performance, both in the 
short and long term.

Our commitment to good governance also remains a priority for the
board and it has taken great care in managing its succession plan. 
Our deputy chairman, George Paul, and non-executive director 
Elizabeth Vallance are due to retire from the board at the end of 2005. 
I thank them both for their wisdom and sound judgement over many
years of service. Mary Francis is to join the board as a non-executive
director from 1 October 2005. She has extensive experience of
government affairs and business on an international level, most 
recently as director-general of the Association of British Insurers. 
We shall benefit greatly from her knowledge and I am delighted to
welcome her to our board.

In anticipation of my planned retirement at the end of this year, I am
delighted that Lord Sharman, who joined the board in January 2005,
will become Aviva’s new chairman from 1 January 2006. He brings
enormous experience to the Board and the combination of his
knowledge and Richard Harvey’s proven leadership means that I leave
Aviva in the most capable hands.

I am privileged to have been able to make my own contribution to 
the continued development of this outstanding company and I thank
my colleagues and Aviva’s stakeholders for their generous support over
the years.
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All operating profit is from continuing operations.
All growth rates are quoted at constant rates of exchange.
* Including life European Embedded Value (EEV) operating return, before impairment of

goodwill and exceptional items.
**Before impairment of goodwill, amortisation of acquired additional value of in-force 

long-term business and exceptional items.
† Based on PVNBP for life and pensions plus total investment sales.
‡ Measured on an EEV basis, excluding preference shares, direct capital instrument and 

minority interests.
≠ Across the group for three years from 1 January 2004.
# Combined operating ratio (COR) expresses the extent to which expenses and claims cover

insurance premiums. It is the sum of expenses, including commissions, expressed as a
percentage of net written premiums, and claims as a percentage of net earned premiums.

~ At 31 December 2004.
≈ Restated to an EEV/IFRS basis.

^ Annualised Inflation was 2.4% in the six months to 30 June 2005 (year ended 
31 December 2004: 3.5%). ROCE for six months 2005 is annualised.

Highlights
Restated≈

Unaudited unaudited
6 months to 6 months to Growth in

30 June 30 June constant
2005 2004 currency

£m £m %

Operating profit before tax – EEV basis* 1,318 1,076 21%
Operating profit before tax – IFRS basis** 943 781 19%
Worldwide new business sales† 12,078 10,528 13%
Interim dividend per share 9.83p 9.36p 5%
Earnings per share – EEV basis* 35.6p 28.6p
Earnings per share – IFRS basis** 27.1p 21.8p
Total shareholders’ funds‡ 12,633 11,661~

Net asset value per share 533p 511p~

Assets under management £291bn £280bn~

Key financial objectives
Restated≈

6 months full year
Target 2005 2004

Return on Capital Employed (ROCE) 10% + inflation^ 14.6% 13.7%
General insurance COR# 100%≠ 95% 97%



Overview
Our results for the first half of 2005 are very good. They build on the
strong performance in 2004, and show a significant improvement
compared with the same period last year.

This success reflects the benefits of our business model, which combines
substantial life and general insurance operations, and the diversity of our
business both geographically and by distribution channel. Our strategy
remains to manage our business for value. We also continue to see
benefits from our actions to improve cost efficiency and deliver service
excellence to our customers.

Financial reporting
We have reported our interim results in line with the new International
Financial Reporting Standards (IFRS). We believe that this represents 
a technical accounting change and does not alter the underlying
economics of our business. We consider that European embedded value
(EEV) continues to be the best measure of added value for long-term
insurance business, which is unaffected by IFRS. All 2004 comparatives
in this review have been restated on an EEV/IFRS basis. 

Group results
Higher pre-tax operating profit on an embedded value basis of 
£1,318 million (2004: £1,076 million) reflects our focus on profitability
in our long-term savings business, the resilience and sustainability of our
general insurance performance, and the benefits of our actions to
reduce our cost base. Our fund management business benefited from
worldwide markets that have steadily improved and our continuing
focus on cost control.

We delivered a strong annualised return on capital employed in the 
first half of the year of 14.6% (full year 2004: 13.7%), which exceeded
our target of 10% net real return. This reflects the operational
performance of our businesses partly offset by a higher opening 
capital employed position.

Our worldwide long-term savings businesses reported total new
business sales of £12.1 billion* (2004: £10.5 billion), with excellent
growth in continental Europe. Life operating return on an EEV basis
improved by 5% to £857 million (2004: £799 million), reflecting growth
in new business sales volumes and an increase in our margin≠ to 3.6%
(2004: 3.5%). Our bancassurance partnerships delivered total sales up
36% to £3.3 billion (2004: £2.3 billion).

Our general insurance and health insurance operations achieved an
excellent operating result of £694 million (2004: £583 million),
demonstrating the success of our disciplined approach to underwriting
and claims management. We beat our general insurance COR target of
100% across the group with an overall COR of 95% (full year 2004:
97%). Our focus on personal lines and small commercial business
means we are less exposed to the significant volatility of larger
commercial risks.

On an IFRS basis, group operating profit before tax was 19% higher at
£943 million (2004: £781 million). Overall group profit before tax≈

was £1,124 million (2004: £449 million), owing to strong operational
performance, better investment returns and the profit on the disposal 
of our Asian general insurance businesses.

Group capital and financial strength
Equity shareholders’ funds~ at 30 June 2005 were £12.6 billion 
(31 December 2004: £11.7 billion), a reflection of our strong operational
performance offset by the impact of the euro depreciation in the period.
This represented a net asset value of 533 pence per share (31 December
2004: 511 pence per share).

We had estimated excess capital, as measured according to the
Insurance Groups Directive, of approximately £2.6 billion (31 December
2004: £3.6 billion). This exceeds our solvency requirement by 1.6 times
(31 December 2004: 1.9 times) which we regard as a very healthy cover.

The solvency position of our main trading operations remains robust,
with the orphan estate of our UK life businesses at £4.6 billion 
(31 December 2004: £4.5 billion), based on a realistic assumption 
of liabilities. 

Aviva plc Interim report 2005
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Long-term savings
Our life operations reported an operating profit of £857 million 
(2004: £799 million) for the first half of the year. On an IFRS basis
operating profits were broadly flat at £510 million (2004: £520 million).

Worldwide life and pensions new business sales improved by 12% to
£11.0 billion (2004: £9.8 billion), with strong growth across most
businesses. Our operations in continental Europe continue to deliver
strong results and contributed 56% of total life and pensions new
business. Overall margins increased to 3.6% (2004: 3.5%). Retail
investment new business sales improved strongly to £1,062 million
(2004: £775 million), reflecting the gradual return of investors to 
equity-backed products.

We continue to focus on increasing margins through changes in our
business mix and by launching new higher-margin products, including
unit-linked savings plans, to meet improving investor demand.

UK 
In an increasingly competitive market, Norwich Union Life continued to
rebalance its product mix to maximise returns.

We grew our new business margin to 3.2% (full year 2004: 2.9%)
through careful management of pricing and commission and a change
in business mix towards higher-margin products. At 11.4%, our internal
rate of return on new business was the same as reported for the full
year 2004 and ahead of the 11.0% result for the first half of 2004. 
Life and pensions new business sales were broadly flat at £4,244 million
(2004: £4,299 million), reflecting our commitment to write business 
on value-added terms.

Operating profit for the period was £327 million (2004: £345 million),
the reduction arising largely from £30 million of reorganisation costs
partially offset by better than anticipated mortality experience on
annuities and protection business.
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Worldwide life and pensions new business sales £bn
2001

2002

2003

2004

2005

13.5#

13.6#

18.8**

20.7**

11.0‡**

Geographical analysis of worldwide life   
and pensions new business sales**                  

1

2

3

1 UK 
2 Continental Europe 
3 Rest of world 
Total 

£4,244m
£6,218m

£554m
£11,016m

 

£857m
Life operating return†

(2004: £799 million)

* Based on PVNBP for life and pensions business plus total investment sales.
**Life and pensions PVNBP including share of associates’ premiums.  
† On an EEV basis. 
‡ For the six months to 30 June 2005.
≠ Ratio of new business contribution before the effect of required capital over the 

present value of new business premiums.
# Life and pensions new business total sales only, including share of associates’ premiums.
~ Equity shareholders’ funds on an EEV basis, excluding preference shares, direct capital

instrument and minority interest.
≈ Attributable to shareholders’ profits
All growth rates are quoted at constant rates of exchange.

We enjoyed a strong performance in the individual annuity and
investment markets, with sales of annuities up 39% to £787 million
(2004: £568 million) and bonds up 20% to £1,158 million (2004: 
£964 million). Pension sales of £1,653 million (2004: £2,036 million)
were lower as we moved our focus towards more profitable group
personal pensions. Protection sales of £646 million (2004: £731 million)
reflected the impact of the continued slowdown in the property market
and pricing pressures.

Regulations governing depolarisation in the UK came into force on 
1 June 2005. We are well placed to compete in a depolarised market
and have secured all the distribution agreements needed to maintain a
leading market position. Following the successful launch of our Lifetime
wrap platform, over 200 financial advisers have already signed up.

We are working hard to improve our service to customers. Customer
complaints are at their lowest level since 2002. Our overall brand
awareness, trust and consideration outperforms our core life and
pensions competitors.

Our outsourcing and offshoring initiatives are progressing well. 
We remain focused on the underlying efficiency and effectiveness of 
the business and believe that we are still one of the most efficient in 
our sector.

We anticipate modest market growth in the second half of the year and
will focus on achieving disciplined growth in a competitive market.



France 
Aviva France reported an excellent first-half operating profit of 
£158 million (2004: £112 million). This reflected increased new business
contribution and a £17 million contribution from our joint venture with 
Crédit du Nord launched in October 2004.

New business sales were particularly strong at £1,854 million (2004:
£1,337 million). Margins were higher at 3.8% (full year 2004: 3.4%),
reflecting our improving business mix as unit-linked sales accelerated 
to 40% of total sales (2004: 29%).

Aviva France has enjoyed continued success with limited-period savings
offers and campaigns to promote sales of unit-linked business. Regular
premium business has grown strongly, in line with the market. 

Our partnership with Crédit du Nord has enjoyed a positive start, with
stronger sales growth than the market average for bancassurance
operators.

We continue to make our business processes quicker and more efficient,
notably through the increased use of electronic data transmission
between back offices and sales teams. Gains in productivity have
enabled us to absorb existing business and sales generated by the 
Crédit du Nord partnership with no addition to our cost base. 

Ireland
Hibernian, the third-largest life and pensions provider in Ireland, reported
an increase in new business sales to £349 million (2004: £267 million).
This excellent growth has been driven by high sales of our successful
Guaranteed Fund and a significant number of contracts across all
categories of pension business. Sales of our term assurance products
reduced following rate increases earlier in the year.

Operating profit was higher at £22 million (2004: £16 million) as a result
of non-recurrence of adverse lapse assumption changes on unit-linked
regular pensions business in 2004.

Italy
Operating profit in Italy was higher at £47 million (2004: £36 million),
reflecting further development of our bancassurance model. 
We extended our agreement with Banche Popolari Unite in January
2005 to include an additional 380 bank branches.

New business sales increased by 61% to £1,333 million (2004: 
£811 million) in the six months, including one-off direct business of 
£73 million (2004: £82 million). Some 93% of total sales were derived
from our bancassurance partnerships. New business margin was lower
at 2.5% (full year 2004: 2.7%) as a result of business mix with a higher
proportion of lower margin structured investment bonds and profit
sharing business.

We expect the long-term savings market in Italy to be more subdued in
the latter part of 2005. However, regulatory reform is expected to lead
to a gradual enlargement of the Italian pensions market from 2006.

Netherlands
Delta Lloyd delivered an increase of 24% in total new business life and
pension sales to £1,241 million (2004: £981 million), largely driven by
high sales of annuity business. New business margins were 3.1% 
(full year 2004: 3.7%). Sales through our agreement with ABN AMRO
also increased, to £347 million (2004: £238 million).

Operating profit was £115 million (2004: £132 million), reflecting in part
adverse expense and lapse experience losses.

We are awaiting the outcome of discussions about tax incentives on
early retirement and career saving schemes, which could affect
retirement product sales from next year.

Aviva plc Interim report 2005

Group chief executive’s review
continued

06

3.6%
New business margin*

12%
Growth in life and pensions 
new business**



Spain
Operating profit in Spain was higher at £92 million (2004: £81 million),
reflecting increased contribution from new business.

The market for protection products is buoyant thanks to a strong
housing market, while savings product sales are suffering from the low
interest rate environment. This affected the mix of new business, with
total sales of £965 million (2004: £1,122 million) reflecting a decrease in
savings products sales. Margins were higher at 8.3% (full year 2004:
6.8%), reflecting the growth in more profitable protection business.

We continue to be a leading insurer in Spain where we are ranked third
in the bancassurance market. The development of further savings
products is planned for later in the year to increase sales momentum,
and this should result in a more balanced product mix between
protection and savings products.

Other European operations
Operating profit from our other European businesses increased from
£49 million to £60 million. Total sales were £476 million (2004: 
£509 million).

Sales in Poland were £112 million (2004: £121 million). Pensions sales
were down compared with last year because the largest players,
including Commercial Union Polska, have been excluded from the state
agency market. We continue to work on improving sales force
performance and enhancing distribution capabilities. The benefits can be
seen in a 6% increase in regular premium life sales on a local currency
basis. Further product launches are planned to support the development
of the sales force.

Sales in Turkey increased to £75 million (2004: £55 million). We
continue to be ranked in the top five in each of the life and pensions
markets, based on total premium income.

Sales in Germany were £142 million (2004: £187 million). 
By comparison, sales in 2004 benefited from tax relief on endowment
products, which ceased on 1 January 2005, and from strong investment
bond sales.

We are currently evaluating opportunities in the developing Russian
long-term savings market following recent regulatory reform.

Aviva plc Interim report 2005
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Strong results from
continental Europe

* Ratio of new business contribution before the effect of required capital over the present
value of new business premiums.

**Life and pensions PVNBP, including share of associates’ premiums, at constant rates 
of exchange.

International
Total new business sales increased to £554 million (2004: £427 million).
This strong growth was led by Asia and a recovery in sales in the US.
Operating profit was £36 million (2004: £28 million).

In the US, sales were 36% higher at £222 million, reflecting strong sales
of deferred annuities through the agency channel. Our wider product
offering, including the recent launch of an equity-indexed annuity, is
expected to reduce the volatility of new business volumes which have
been adversely affected by the low interest rate environment. 

In Australia, sales were £9 million higher at £160 million, with growth
from single premium corporate pension transfers and regular premium
protection products. We have been named risk company of the year for
2005 by Money Management magazine in Australia.

In Asia sales were up 44% to £143 million, reflecting the development
of our bancassurance relationships in Singapore and Hong Kong and
the launch of the IFA channel in Hong Kong towards the end of 2004.
In Singapore we have a market ranking of third and are the leader in
the developing broker market and in the employee benefits and
healthcare business segments. 

Our share of sales through our venture in India was £13 million (2004:
£7 million). We hold eighth position among private providers and expect
further growth from our bancassurance partnerships and the rapid
expansion of our direct sales force. 

Our share of sales in China was £16 million (2004: £1 million), with
strong performances across each of the agency, broker and bank
distribution channels. We are currently ranked third among foreign
insurers in terms of total premium income.



Fund management
Investment markets have continued to improve over the first half of
2005, helping to restore a degree of investor confidence.

Worldwide assets under management at 30 June 2005 were 
£291 billion (31 December 2004: £280 billion). Our overall operating
result grew to £33 million (2004: £17 million) due to fees on higher
funds under management and improved performance in some markets.
On an EEV basis, fund management operating profit was £18 million
(2004: £10 million), which excludes the profit from the management 
of group internal life funds of £15 million (2004: £7 million).

UK
Morley Fund Management is the third-largest UK-based fund manager,
with total funds under management of over £139 billion (31 December
2004: £134 billion).

Our core expertise is in pan-European equities, fixed income, property
and asset allocation and specialist areas, including socially responsible
investments and alternative investments. Our property team won the
property manager of the year award at the UK Pensions Awards 2005,
the leading property award in the institutional fund management
industry.

During the first half of 2005 we launched a number of specialist
property vehicles, including the Airport Property Partnership (a joint
venture with BAA with assets of £0.8 billion), and a selection of new
funds to enhance our range of European retail products. We also
worked with Norwich Union and other strategic partners to launch a
number of new UK retail products.

Morley reported significant profit growth through sustained increases in
revenues while continuing to control costs. Our UK business operating
profit was £11 million (2004: £4 million). Within the Aviva results there
are additional profits of £11 million (2004: £4 million), including Morley
pooled pension business and overseas operations. This brings the total
Morley group profit to £22 million (2004: £8 million).

Other UK
The operating result from our Norwich Union retail business and our
joint venture with the Royal Bank of Scotland Group broke even 
(2004: loss of £1 million).

France 
Aviva Gestion d’Actifs reported strong operating profits of £10 million
(2004: £8 million). We have continued to earn industry awards for our
sustained strong fund performance. For the second year running, 
Aviva was named best provider across the product range over one, 
three and five years by La Tribune/Standard & Poor’s.

Netherlands
Investment product sales of £180 million (2004: £120 million) reflected
improving investment markets and the development of sales through 
a number of banking partnerships. Delta Lloyd and OHRA Asset
Management won two awards at the Standard & Poor’s 2005 CASH
fund awards. The Delta Lloyd Rente (Debenture) Fund exceeded 
12 billion under management (2004: 11.6 billion), establishing it as one
of the fastest-growing and profitable funds in the Netherlands.

Australia
Our fund administration operation, Navigator, generated sales of 
£403 million (2004: £318 million) following sustained service delivery
levels and the success of initiatives to increase support from advisers.

The capabilities of Navigator are widely recognised and the platform 
has been selected by HBOS for fund administration services. We have
developed a clear market proposition to independent agents under 
the banner “Home of the Independent”, and have announced a 
further investment in Professional Investment Holdings, Australia’s
second-largest financial planning group, taking our stake to 26.1%.
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Geographical analysis of investment sales 

1

2

3

1 UK 
2 Continental Europe
3 Rest of world
Total

£513m
£443m
£106m

£1,062m

Funds under management by value £bn
2001

2002

2003

2004

2005

209*

208*

240*

280**

291**

£33m
Fund management operating profit 
(2004: £17 million)



General insurance and health
Our general insurance and health operations delivered another 
excellent half-year result. Total operating profit increased significantly 
to £694 million (2004: £583 million). Underwriting profit was higher 
at £182 million (2004: £92 million), reflecting the actions we have taken
to improve cost efficiency and lower claims expenses. Investment returns
increased as a result of a higher asset base at the start of the year.
Worldwide net premiums written were £5.2 billion (2004: £5.1 billion).

The group COR for general insurance of 95% (full year 2004: 97%)
beat our target of 100% and reflected strong performances across 
most businesses, with a reduction in our worldwide claims ratio to 64% 
(full year 2004: 65%). Our worldwide expense ratio was maintained 
at 11% (full year 2004: 11%), reflecting the benefit of continuing 
cost efficiency initiatives across our business operations offset by our
continued investment in the business to gain competitive advantage.
Our distribution ratio (expense and commission) was 31% (full year
2004: 32%). 

We completed the first stage in the sale of our Asian general insurance
operations and the second stage is due for completion in the second
half of the year.

UK 
Our general insurance business, Norwich Union Insurance, is the leading
general insurer in the UK. Our aim is to deliver consistently good returns,
excellent customer service and efficient claims handling.

Our commitment to sustained profitability is demonstrated by a 
19% increase in operating profit to £431 million (2004: £361 million)
and a COR of 96% (full year 2004: 97%). Our disciplined approach to
underwriting has resulted in favourable claims experience, with the 
cost of the January storms in Northern England mitigated by benign
weather during the rest of the period. We are on target to deliver 
£240 million annualised savings in claims costs through effective supply
chain management. In a competitive personal lines market we achieved
a 5% increase in motor rates and a 6% increase, including indexation, 
for homeowner. Commercial rates have flattened but profitability
remains excellent. 
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Geographical analysis of general and  
health insurance net written premiums 

1

2

3

1 UK
2 Continental Europe
3 Rest of world
Total

£2,891m
£1,605m

£708m
£5,204m

General and health insurance net written premiums  
from continuing operations £m
2001

2002

2003

2004

2005

8,691

8,733

9,590

9,809

5,204†

£694m
General and health insurance operating profit 
(2004: £583 million)

* Non-life assets valued on a UK GAAP basis.
**Non-life assets valued on an IFRS basis.
† For the six months to 30 June 2005.

Premium growth was 2%, however we are accelerating our strategy to
move closer to our customers and grew our direct operation by 22%.
This strategy is reinforced by the acquisition of RAC for £1.1 billion in
May. The purchase provides access to RAC’s 2.2 million direct roadside
members and the opportunity to develop fully the RAC brand in
insurance and financial services. The deal brings new distribution
partners, with an additional 4.5 million corporate roadside customers. 
In July 2005 we completed the transaction to transfer the ownership 
of Hyundai Cars (UK) from RAC to Hyundai Motor UK Limited.

Excellent progress has been made integrating the RAC into our business
and we are confident of meeting our commitments on integration costs
and savings that we announced on 9 March. The pre-tax costs of
restructuring are about £100 million, of which £14 million has been
included in the results as integration costs. We are on target to deliver
pre-tax cost savings of at least £80 million for 2006. As a result of the
integration, there will be a reduction in headcount of around 900 jobs
through combining the support functions of both companies and a
further 800 back office roles will be offshored. The new organisation will
be finalised by the end of September 2005.

Multi-channel distribution capability and a balanced portfolio of
products and services enable us to take advantage of changing market
conditions and customer needs. In March we signed a contract with
Barclays to become their sole supplier of household, motor and travel
insurance. This deal will strengthen our leadership in this market by
providing access to over 15 million potential customers.  

We continue to invest in initiatives which create competitive advantage.
Our Pay As You DriveTM pilot is expanding and our digital flood map is
now being used in England and Wales. The map is an important tool to
help us set more accurate premiums according to whether a property
will flood, how often and to what depth. As the risk of flooding
increases in future, accurate risk assessment will become even more
important to setting household premiums.  

Our health insurance business produced a breakeven result 
(2004: £3 million).



France 
Our business in France focuses on personal and small business
insurance. We achieved a COR for general insurance of 100% (full year
2004: 101%). Total general and health insurance operating profit was
£17 million (2004: £20 million) and net premiums written were 
£424 million (2004: £382 million).

The general insurance agent network plays an important role as a
distribution channel in France for our life business. The developments 
in the web portal provided to agents will be focused on the
management and promotion of sales activity, particularly cross-selling 
to existing customers.

Ireland
Hibernian, Ireland’s largest general insurer, continued to report excellent
results with an operating profit of £83 million (2004: £60 million) 
and a COR of 80% (full year 2004: 87%). This performance reflects
continuing favourable weather claims experience and reduced 
claims frequency.

Our geocoding development, which will allow us to identify locations
which are vulnerable to risks such as flooding, is providing new
underwriting and risk selection techniques. We have also launched 
a new online real-time trading service exclusively for our brokers. 
We were named best commercial insurer in the Irish Broker Association
Service Excellence Awards.

Netherlands
In a market that is becoming increasingly competitive, net premiums
written fell slightly to £790 million (2004: £800 million). We reported an
excellent general insurance COR of 94% (full year 2004: 95%) and a
combined general and health insurance operating result of £55 million
(2004: £53 million).

We are currently restructuring our health division in response to changes
to the Dutch healthcare system effective from the start of 2006.

Other Europe
Our other European general insurance businesses reported operating
profit of £19 million (2004: £12 million).

Canada
Operating profit from Aviva Canada, our second-largest general
insurance operation, was £67 million (2004: £52 million). This improved
performance reflected the impact of lower claims frequency. 
We reported a COR of 98% (full year 2004: 97%).

Our strategic alliance with Loblaw Companies Ltd, Canada’s leading
supermarket, to provide products under its own President’s Choice
Financial brand, is a first for the Canadian insurance market. 
The initiative continues to be rolled out successfully, with launches in
Quebec in March and in Alberta later this year.

In March, we also launched a pilot for Aviva Autograph, our pay as you
drive insurance product, in Ontario.
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95%
General insurance combined 
operating ratio* (full year 2004: 97%)

31%
General insurance distribution
ratio* (full year 2004: 32%)



Non-insurance operations
Profits from our non-insurance operations were higher at £2 million
(2004: loss of £35 million) due to increased profits from our banking
and other operations in the Netherlands and the inclusion of 
£11 million contribution from RAC’s consumer services, business
solutions, Lex Vehicle Leasing and manufacturer support services
divisions. Norwich Union Life Services reported an increased loss due 
to £30 million one-off reorganisation costs.

To reinforce our presence in the Belgian market under a single brand,
Delta Lloyd Bank Belgium and Bank Nagelmackers have merged into
Delta Lloyd Bank.

On an EEV basis, non-insurance operating profits were £45 million
(2004: loss of £12 million). These exclude the NU Life Services results
relating to the provision of services to our UK Life business, which are
included in the life EEV operating return.

Corporate costs
Corporate costs were lower at £83 million (2004: £99 million) and
include £28 million (2004: £45 million) in respect of the global finance
transformation programme (GFTP). This decrease is in line with the
reduced level of finance-related change activity across the group which
peaked in 2004. GFTP successfully completed during the first half of
2005 and consequently there will be no further GFTP costs reported.
Other corporate costs amounted to £55 million (2004: £54 million).

Attaining operational excellence
Cost efficiency remains one of our key objectives and we successfully
delivered the savings from the initiatives announced in 2002. We
continue to make progress on the cost saving initiatives as part of the
RAC integration and in the UK life operation. In respect of our 
UK life operation, we have incurred one-off costs of £30 million during
the half year. This brings the total costs incurred on our UK life
transformation programme to £95 million to date. By the end of 2007,
the programme will have cost £153 million and is on track to deliver
annualised savings of £130 million.
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Continued focus 
on operational
excellence

* Excluding health business.

As part of our focus on excellent customer service we continue to
develop our offshore capability to service our Norwich Union business 
in the UK. By the end of the year, we will have around 5,000 jobs
offshore.

In France, nearly all our staff have now been transferred to the
company’s new, purpose-built head offices located in Bois-Colombes, 
a suburb about 10km north-west of Paris. This move will generate big
gains in efficiency, cohesion and communications and will facilitate the
pooling and sharing of ideas within our businesses in France.

Outlook
Aviva is a thriving business, financially fit and strongly positioned for
profitable growth. We are benefiting from our growing position in
continental Europe. Our dedicated sales forces, strong relationships with
advisers and brokers and our bancassurance partnerships give us
excellent prospects for both long-term growth and improved
profitability. The focus of our general insurance business on personal
and small commercial lines means we are less exposed to volatility in the
market. We are confident of achieving our COR target of 100% across
the group for this year and the next.

Our diverse business mix, geographical spread, distribution capability
and strong brand portfolio give Aviva a strong and stable base from
which we plan to grow our long-term savings and general insurance
business organically and inorganically. We aspire to be the world’s most
trusted provider of financial services.


