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INTRODUCTION

now

In this registration statement, the “Company”, the “ Group”, “we”, “us” and “our” refer to Avivaplc or Avivaplc and its consolidated subsidiaries, as the context may
require. Please refer to the glossary beginning on page G-1 for definitions of selected insurance terms.

We are incorporated as a public limited company organised under the laws of England and Wales. We operate pursuant to our memorandum and articles of
association, the U.K. Companies Act, other legislation and regulation in England and Wales, and where applicable, local legislation. Our principa executive officeislocated at
St. Helen's, 1 Undershaft, London EC3P 3DQ, England.

We are applying to register the ordinary shares underlying our American Depositary Shares (“*ADSs") under the Securities Exchange Act of 1934, as amended. This
registration statement describes our Company and the ADSs, which may be represented by American Depositary Receipts (“ADRS") for trading on the New York Stock
Exchange (“NYSE"). Our ordinary shares are currently listed and trading on the London Stock Exchange. We produce financia statements in accordance with International
Financial Reporting Standards (“IFRS") issued by the International Accounting Standards Board (“IASB”).

As aresult of rounding adjustments, the figures or percentagesin a column may not add up to the total for that column.

EXCHANGE RATE INFORMATION

We publish our consolidated financial statements in pounds sterling (“Pounds sterling”, “pounds sterling” or “£”). Unless noted otherwise, al amounts in this
annual report are expressed in pounds sterling. For historical exchange rate information, refer to Item 3, “Key Information — Exchange Rate Information”. For a discussion of the
impact of foreign currency fluctuations on our financial condition and results of operations, see Item 5, “Operating and Financial Review and Prospects — Factors Affecting
Results of Operations — Exchange Rate Fluctuations”.




FORWARD-LOOKING STATEMENTS

This registration statement contains certain “forward-looking statements” with respect to certain of our plans and our current goals and expectations relating to our
future financial condition, performance, results, strategic initiatives and objectives. Statements containing the words ‘‘believes’, “‘intends”, ‘‘expects’, ‘‘plans’’, ‘‘seeks’,
“ams’, “may”, “could”, “outlook”, “estimates’ and ‘*anticipates’, and words of similar meaning, are forward-looking. By their nature, all forward-looking statementsinvolve
risk and uncertainty because they relate to future events and circumstances which are beyond our control. There may be changes to assumptions used for determining results
of operations or re-estimations of reserves for future policy benefits. As aresult, our actua future financial condition, performance and results may differ materially from the

plans, goals, and expectations set forth in our forward-looking statements.

All forward-looking statements address matters that involve risks and uncertainties. We believe that these factors include, but may not be limited to, those set forth
under Item 3, “Risk Factors,” and Item 5, “Operating and Financial Review and Prospects’ with regard to trends, risk management, and exchange rates and with regard to the
effects of changes or prospective changesin regulation, and the following:
theimpact of difficult conditionsin the global capital markets and the economy generally;

- theimpact of new government initiatives related to the financia crisis;

defaults in our bond, mortgage and structured credit portfolios;

theimpact of volatility in the equity, capital and credit markets on our profitability and ability to access capital and credit;

changes in general economic conditions, including foreign currency exchange rates, interest rates and other factors that could affect our profitability;

risks associated with arrangements with third parties, including joint ventures;

inability of reinsurersto meet obligations or inavailability of reinsurance coverage;

- adeclinein our ratings with Standard & Poor’s, Moody's, Fitch and A.M. Best;

increased competition in the U.K. and in other countries where we have significant operations;

changes in assumptions in pricing and reserving for insurance business (particularly with regard to mortality and morbidity trends, lapse rates and policy renewal
rates), longevity and endowments;

acyclical downturn of the insurance industry;

- changesin local political, regulatory and economic conditions, business risks and challenges which may impact demand for our products, our investment portfolio
and credit quality of counterparties;

theimpact of actual experience differing from estimates on amortisation of deferred acquisition costs (“DAC") and acquired value of in-force business (“AVIF")

the impact of recognising an impairment of our goodwill or intangibles with indefinitelives;

changes in valuation methodol ogies, estimates and assumptions used in the valuation of investment securities

the effect of variouslegal proceedings and regulatory investigations;

- theimpact of operational risks;

the loss of key personnel;

the impact of catastrophic events on our results;

changes in government regulations or tax laws in jurisdictions where we conduct business;

funding risks associated with our pension schemes;

- the effect of undisclosed liabilities, integration issues and other risks associated with our acquisitions; and

the timing impact and other uncertainties relating to acquisitions and disposals and relating to other future acquisitions, combinations or disposals within relevant
industries.

The foregoing review of important factors should not be construed as exhaustive and should be read in conjunction with the other cautionary statements that are
included in this report.




Y ou should also not place undue reliance on forward-looking statements. Each forward-looking statement speaks only as at the date of the particular statement. We
do not intend to, and undertake no obligation to (and expressly disclaim any such obligations to), update publicly or revise any forward-looking statement as aresult of new
information, future events or otherwise. In light of these risks, our results could differ materially from the forward-looking statements contained in this registration statement.
We may also make or disclose written and/or oral forward-looking statementsin reportsfiled or furnished to the U.S. Securities and Exchange Commission (“ SEC”), our annual
report and accounts to shareholders, proxy statements, offering circulars, registration statements and prospectuses, press releases and other written materials and in oral

statements made by our directors, officers or employeesto third parties, including financia analysts.




Item 1

Directorsand Senior Management

Part |

IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

The members of our Board of Directors and their functions are as follows:

Name Function Business address

Lord Sharman of Redlynch Chairman St Helen's, 1 Undershaft, London, UK
Andrew Moss Group chief executive St Helen's, 1 Undershaft, London, UK
Philip Scott Chief financial officer St Helen's, 1 Undershaft, London, UK
Mark Hodges Executive director St Helen's, 1 Undershaft, London, UK
Andrea Moneta Executive director St Helen's, 1 Undershaft, London, UK
Mary Francis Independent non-executive director St Helen's, 1 Undershaft, London, UK

Richard Karl Goeltz
Carole Piwnica
Russell Walls

Scott Wheway
Euleen Yiu Kiang Goh
LedieVandeWalle

Senior independent non-executive director
Independent non-executive director
Independent non-executive director
Independent non-executive director
Independent non-executive director
Independent non-executive director

The members of our Executive Management Team and their functions are as follows:

St Helen's, 1 Undershaft, London, UK
St Helen's, 1 Undershaft, London, UK
St Helen's, 1 Undershaft, London, UK
St Helen's, 1 Undershaft, London, UK
St Helen's, 1 Undershaft, London, UK
St Helen's, 1 Undershaft, London, UK

Name Function Business address

Andrew Moss Group chief executive St Helen's, 1 Undershaft, London, UK

Philip Scott Chief financial officer St Helen's, 1 Undershaft, London, UK

Mark Hodges Chief executive, AvivaUK Life Wéllington Row, Y ork, UK

lgal Mayer Chief executive, AvivaUK General Insurance Surrey Street, Norwich, UK

Andrea Moneta Chief executive, Aviva Europe St Helen's, 1 Undershaft, London, UK

Thomas Godlasky Chief executive, AvivaNorth America 77 West Wacker Drive, Chicago, USA

Simon Machell Chief executive, AvivaAsia Pacific 6 Temasek Boulevard, Suntec Tower 4, Singapore

Alain Dromer Chief executive, Avivalnvestors 1 Poultry, London, UK

AmandaMackenzie Chief marketing officer St Helen's, 1 Undershaft, London, UK

Anupam Sahay Group strategy and development director St Helen's, 1 Undershaft, London, UK

John Ainley Group human resources director St Helen's, 1 Undershaft, London, UK
Information concerning the members of our Board of Directors and Senior Management is presented in Item 6, “ Directors, Senior Management and Employees”.

Advisers
Not applicable.

Auditors

Ernst & Young LLP of 1 More London Place, London SE1 2AF has been our independent auditor for the last three years. Ernst & Young LLP is a member of the
Institute of Chartered Accountants of England and Wales.

PricewaterhouseCoopers Accountants N.V. of Thomas R. Malthusstraat 5, Amsterdam, the Netherlands, were the independent auditors of our wholly-owned
subsidiary, Delta Lloyd N.V., for the financial years ended 31 December 2007 and 2006. PricewaterhouseCoopers Accountants N.V. is a registered firm of auditors in the
Netherlands.




Item 2
OFFER STATISTICSAND EXPECTED TIMETABLE

Not Applicable.




Item 3
KEY INFORMATION
Selected Consolidated Financial Data

The following table sets forth our selected consolidated financial data for the periods indicated. This data is derived from our consolidated financial statements
prepared in accordance with IFRS asissued by the IASB.

The selected consolidated financial data for the five years ended 31 December 2008 have been derived from, and should be read in conjunction with, our audited
consolidated financial statements and the related notesin Item 18 of this Form 20-F.

The selected consolidated financial data for the six months ended 30 June 2009 and 2008 have been derived from, and should be read in conjunction with, our
unaudited interim consolidated financial statements and the related notesin Item 18 of this Form 20-F.

For the six months

ended 30 June For theyear ended 31 December
(unaudited) (audited)
Amounts in accordance with IFRS 2009 2008 2008 2007 2006 2005 2004
(£) (£) (£) (£) (£) (£) (£)

(In Millions, Except Per Share Data)
Income Statement data

Gross written premiums 18,860 17,928 36,206 30,991 28,735 26,299 24,778
Premiums ceded to reinsurers (952) (882) (1,841) (1,658) (1,501) (1,317) (1,427)
Premiums written net of reinsurance 17,908 17,046 34,365 29,333 27,234 24,982 23,351
Net change in provision for unearned premiums 33 (190) 277 (21) 93 (123) (176)
Net earned premiums 17,941 16,856 34,642 29,312 27,327 24,859 23,175
Fee and commission income 801 950 1,885 1,760 1,870 1,851 1,268
Net investment income/(expense) 2,720 (9,581) (16,043) 9,689 15,908 23,722 15,733
Share of (loss)/profit after tax of joint ventures and
associates (547) (344) (1,128) (304) 485 340 242
Profit on the disposal of subsidiaries and associates 20 9 7 49 222 153 34
20,935 7,890 19,363 40,506 45,812 50,925 40,452
Expenses
Claims and benefits paid, net of recoveries from reinsurers (14,142) (14,136) (29,353) (27,121) (23,444) (19,706) (17,799)
Change in insurance liabilities, net of reinsurance (190) 3,471 3,885 (3,508) (2,594) (10,376) (6,104)
Change in investment contract provisions (969) 4,554 10,629 (2,018) (6,002) (7,814) (5,635)
Change in unallocated divisible surplus (89) 2,746 4,482 2,922 (558) (1,474) (1,330)
Fee and commission expense (1,909) (2,276) (4,411) (4,244) (5,461) (4,330) (4,471)
Other expenses (2,245) (2,234) (5,416) (3,473) (3,557) (3,166) (2,566)
Finance costs (715) (708) (1,547) (1,217) (856) (609) (522)
(20,259) (8,583) (21,731) (38,659) (42,472) (47,475) (38,427)
Profit/(loss) before tax 676 (693) (2,368) 1,847 3,340 3,450 2,025
Tax attributable to policyholders’ returns 264 672 1,068 (15) (346) (922) (383)
Profit/(loss) before tax attributable to shareholders’
profits 940 (21) (1,300) 1,832 2,994 2,528 1,642
Tax attributable to shareholders’ profits (193) (63) 415 (334) (594) (630) (271)
Profit/(loss) for the financial period / year 747 (84) (885) 1,498 2,400 1,898 1,371

Profit/(loss) per share attributable to equity shareholders:

Basic 24.9p (4.0)p (36.8)p 48.9p 88.0p 73.5p 55.8p
Diluted 24.8p (4.0)p (36.8)p 48.5p 87.0p 72.9p 55.3p
Dividends paid per share 33.0p 33.0p 30.0p 27.3p 25.4p
Number of shares in issue at 30 June / 31 December
(millions) 2,739 2,658 2,658 2,622 2,566 2,396 2,282
Weighted average number of shares in issue for the period /
year (millions) 2,672 2,632 2,643 2,588 2,469 2,340 2,256




Amountsin accordance with IFRS

Statement of Financial Position data
Total assets

Gross insurance liabilities

Gross liabilities for investment contracts
Unallocated divisible surplus

Core structural borrowings

Other liabilities

Total liabilities

Total shareholders’ equity

Asat 30 June

As at 31 December

(unaudited) (audited)
2009 2008 2008 2007 2006 2005 2004
(£) £ (£) (£) £ (£) (£)

(In Millions, Except Per Share Data)

331,492 328,135 354,562 321,326 294,851 263,447 239,303
161,775 154,593 174,850 152,839 144,230 132,602 124,122
97,541 98,627 107,559 98,244 88,358 77,309 69,555
2,283 4,065 2,325 6,785 9,465 8,978 7,549
5,824 4,632 5,525 4,311 4,195 3,645 4,292
51,330 51,544 49,857 43,216 34,539 29,821 24,792
318,753 313,461 340,116 305,395 280,787 252,355 230,310
12,739 14,674 14,446 15,931 14,064 11,092 8,993




Dividend Data

Our dividend policy is to sustain a target dividend cover of between one and a half and two times our IFRS adjusted operating profit after tax before amortisation of
goodwill and adjusting items. Under U.K. company law, we may only pay dividends if the company has“distributable profits’ available. “Distributable profits’ are
accumulated, realised profits not previously distributed or capitalised, less accumulated, unrealised losses not previously written off based on IFRS. Even if distributable
profits are available, we pay dividends only if the amount of our net assets is not less than the aggregate of our called-up share capital and undistributable reserves and the
payment of the dividend does not reduce the amount of our net assets to less than that aggregate.

As a holding company, we are dependent upon dividends and interest from our subsidiaries to pay cash dividends. Many of our subsidiaries are subject to
insurance regulations that restrict the amount of dividends that they can pay to us.

Historically, we have declared an interim and a fina dividend for each year (with the fina dividend being paid in the year following the year to which it
relates). Subject to the restrictions set out above, the payment of interim dividends on ordinary shares is made at the discretion of our Board of Directors, while payment of
any final dividend requiresthe approval of our shareholders at a general meeting. Ordinary preference shares are irredeemable and dividends on ordinary preference shares are
made at the discretion of our Board of Directors.

We pay our cash dividends in pounds sterling, although our Articles of Association permit payment of dividends on ordinary sharesin other currencies and in forms
other than cash, such as ordinary shares. If dividends on ordinary shares held by the ADS depositary are paid in pounds sterling, the ADS depositary will arrange for the
conversion of all foreign currency received into U.S. dollars if such conversion is practical, and it will distribute the U.S. dollars in accordance with the terms of the Deposit
Agreement.

For the 2007 final dividend and previous final and interim dividends, shareholders on record were provided with the opportunity to elect to receive dividends in the
form of newly issued ordinary shares through our scrip dividend scheme. For the 2008 interim dividend the scrip dividend scheme was replaced by a dividend reinvestment
plan (“DRIP"). For those shareholders participating in the DRIP, we paid a cash dividend, which was then used to buy existing shares on the open market. For the 2008 final
dividend we withdrew the DRIP and reintroduced the scrip dividend scheme.

An interim dividend is generally paid in November of each year. A final dividend is proposed by our Board of Directors after the end of the relevant year and
generally paid in May. The following table shows certain information regarding the dividends that we paid on ordinary shares for the periods indicated in pounds sterling and
converted into U.S. dollars at the noon buying rate in effect on each payment date.

Historical Dividend Information

Final dividend
Year Interim dividend per share Interim dividend per share per share Final dividend per share
(pence) (cents) (pence) (cents)
2004 9.36 17.39 16.00 29.44
2005 9.83 16.90 17.44 32.82
2006 10.82 20.49 19.18 37.88
2007 11.90 24.37 21.10 41.31
2008 13.09 19.69 19.91 30.31
2009 9.00 (@) n/a n/a

(1) Interim dividend payment date 17 November 2009




Exchange Rate Information
The following table sets forth the average noon buying rate as quoted by the Federal Reserve Bank of New Y ork on the last business day of each year for pounds
sterling expressed in U.S. dollars per pound sterling for each of the five most recent fiscal years. We have not used these rates to prepare our consolidated financial
statements.

Year ended 31 December

2004 1.9160
2005 1.7188
2006 1.9586
2007 1.9843
2008 1.4619

The following table sets forth the high and low noon buying rates for pounds sterling expressed in U.S. dollars per pound sterling for the last six months:

High Low
March 2009 1.4730 1.3757
April 2009 1.4990 1.4402
May 2009 1.6160 1.4881
June 2009 1.6547 1.5976
July 2009 16713 1.6027
August 2009 1.6977 16212
tem . .
September 2009 1.6695 1.5910

On 2 October 2009, the noon buying rate was £1.00 = $1.5894
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Capitalisation and Indebtedness

The table below presents our capitalisation and indebtedness as of 30 June 2009 in accordance with IFRS. The notes below describe material changes from 30 June
2009. Y ou should read this table in conjunction with Item 3, “ Selected Consolidated Financial Information”, Item 5, “Operating and Financial Review and Prospects’, and Item
18 “Financial statements”, related notes and other financial information contained elsewhere in this document.

Asof 30 June 2009

£ millions $millions 2

Guaranteed debt 697 1,146
Unguaranteed debt 5,127 8,435
Total Core Structural debt 1 5,824 9,581
Operational debt 5,501 13,986
Total debt 14,325 23,567
Ordinary share capital 685 1127
Capital reserves 4,484 7,377
Other reserves 1,454 2,392
Retained earnings 2,926 4,814
Equity attributable to ordinary shareholders of AvivaPlc 9,549 15,710
Preference share capital 200 329
Direct capital instrument 990 1,629
Minority interests 2,000 3,290
Total shareholders funds 12,739 20,958
Total capitalisation 27,064 44 525

(1) Total core structural debt as of 31 August 2009 is £5,903 million, split £5,428 million due greater than one year (30 June 2009: £5,322 million) and £475 million due
within one year (30 June 2009: £502 million). Amounts stated in U.S. Dollarsfor total core structural debt as of 31 August 2009 is $9,630 million, split $8,855 million due
greater than one year (30 June 2009: $8,755 million) and $775 million due within one year (30 June 2009: $826 million).

(2) Amountstranslated for convenience at the noon-buying rate on 30 June 2009 of £1=$1.6452 and on 31 August 2009 of £1=$1.6314.

(3) Between 30 June 2009 and 31 August 2009 the only movements in total debt have been for foreign exchange movements in core structural debt denominated in
U.S. dollars and Euros and amortisation of discounts, which areimmaterial.

(4) Ordinary share capital at 31 August 2009 is £685 million. Between 30 June 2009 and 31 August 2009 the only change in issued ordinary share capital has been for
shares issued under the Group’s employee and executive share option schemes, which are immaterial. See Item 10, “Additional information — Share capital — History of
share capital”. There have been no movementsin preference share capital or direct capital instruments.
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Risk Factors

In addition to the other information contained in this registration statement, and prior to making an investment decision in our ordinary shares or ADSs as
described in Item 12,“ Description of Securities other than Equity Securities’, you should consider carefully the following specific risk factors. Our business, financial
condition, results of operations or cash flow could be materially adversely affected by any of these risks. The trading price of our ordinary shares or ADSs could decline
due to any of these risks, and investors may lose part or all of their investment.

Risks Relating to Our Business

Difficult conditionsin the global capital markets and the economy generally may materially adversely affect our business and results of operations and we do not expect
these conditionsto improve in the near future.

Our results of operations are materially affected by conditionsin the global capital markets and the economy generaly, in the U.K., continental Europe, the U.S. and
elsewhere around the world. Economists now believe the U.S. and U.K. economies, among others, have entered a recessionary period and many are projecting significant
negative macroeconomic trends, including widespread job losses, higher unemployment and lower consumer spending. We cannot predict the length and severity of a
recession, but as with most businesses, we believe a longer or more severe recession could have an adverse effect on our business and results of operations. The stress
experienced by global capital markets, in both debt and equity, that began in the second half of 2007 continued and substantially increased during the third and fourth quarters
of 2008. Recently, concerns over deflation, energy costs, geopolitical issues, the availability and cost of credit, the mortgage market in the U.S. and a number of other countries
and adeclining real estate market in the U.K., U.S. and much of the rest of the world have contributed to increased volatility and diminished expectations for the economy and
the markets going forward. These factors, combined with volatile oil prices, declining business and consumer confidence and increased unemployment, have precipitated an
economic slowdown and recession. In addition, the fixed-income markets are experiencing a period of extreme volatility which has negatively impacted market liquidity
conditions. Initially, the concerns on the part of market participants were focused on the subprime segment of the mortgage-backed securities market. However, these concerns
have since expanded to include a broad range of mortgage and asset-backed and other fixed-income securities, including those rated investment grade, the U.S. and
international credit and interbank money markets generally, and a wide range of financial institutions and markets, asset classes and sectors. As aresult, the market for fixed-
income instruments has experienced decreased liquidity, increased price volatility, credit downgrade events, increased probability of default and lower than expected recovery
rates. Securities that are less liquid are more difficult to value and may be hard to dispose of. Domestic and international equity markets have also been experiencing
heightened volatility and turmoil. These events and the continuing market upheavals may have an adverse effect on us, in part because we have alarge investment portfolio
and are also dependent upon customer behaviour. Our sales are likely to decline in such circumstances and our profit margins could erode. In addition, in the event of extreme
prolonged market events, such as the global credit crisis, we could incur significant losses in our investment portfolio. Item 18, “Financial Statements— Note 4 — Details of
income” and “—Note 19 — Financial investments” include analyses of unrealised and realised investment losses. Even in the absence of a market downturn, we are exposed to
substantial risk of loss due to market volatility.

Factors such as consumer spending, business investment, government spending, the volatility and strength of both debt and equity markets, and inflation all affect
the business and economic environment and ultimately, the amount and profitability of our business. In an economic downturn characterised by higher unemployment, lower
household income, lower corporate earnings, lower business investment and lower consumer spending, the demand for our financial and insurance products could be
adversely affected. In addition, we may experience an elevated incidence of claims or surrenders of policies that could affect the current and future profitability of our business.
Although our sales figures have been reasonably consistent with prior years, a prolonged economic crisis could result in lower sales figures in the future. Our policyholders
may choose to defer paying insurance premiums or stop paying insurance premiums altogether. These adverse changes in the economy could affect earnings negatively and
could have amaterial adverse effect on our business, results of operations and financial condition.
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Changesin interest rates may cause policyholdersto surrender their contracts, reduce the value of our investment portfolio and impact our asset and liability matching,
which could adversely affect our results of operation and financial condition.

Our exposure to interest rate risk relates primarily to the market price and cash flow variability associated with changes in interest rates. Certain of our life insurance
businesses may be exposed to disintermediation risk. Disintermediation risk refers to the risk that our policyholders may surrender their contracts in a rising interest rate
environment or for liquidity reasons, requiring us to liquidate assets in an unrealised loss position. Due to the long-term nature of the liabilities associated with certain of our
life insurance businesses, and guaranteed benefits on certain long-term insurance and fund management products, sustained declines in long-term interest rates may subject
us to reinvestment risks and increased hedging costs. In other situations, declines in interest rates may result in increasing the duration of certain life insurance liabilities,
creating asset liability duration mismatches. Our investment portfolio also contains interest rate sensitive instruments, such as fixed income securities, which may be adversely
affected by changesin interest rates from governmental monetary policies, domestic and international economic and political conditions and other factors beyond our control.
A rise in interest rates would increase the net unrealised loss position of our investment portfolio, offset by our ability to earn higher rates of return on funds reinvested.
Conversely, a decline in interest rates would decrease the net unrealised loss position of our investment portfolio, offset by lower rates of return on funds reinvested. Our
mitigation efforts with respect to interest rate risk are primarily focused on maintaining an investment portfolio with diversified maturities that has a weighted average duration
approximately equal to the duration of our estimated liability cash flow profile. However, it may not be possible to hold assets which will provide cash flows to exactly match
those relating to policyholder liabilities, in particular in jurisdictions with undevel oped bond markets and in certain markets where regulated surrender value or maturity values
are set with reference to the interest rate environment prevailing at the time of policy issue. Thisis due to the duration and uncertainty of the liability cash flows and the lack of
sufficient assets of suitable duration. This resultsin aresidual asset/liability mismatch risk which can be managed but not eliminated. In addition, our estimate of the liability
cash flow profile may be inaccurate and we may be forced to liquidate investments prior to maturity at aloss in order to cover the liability. See also “—Interest rate volatility
may adversely affect our profitability”.

We are exposed to possible widening in credit spreads which could increase the net unrealised loss portion of the investment portfolio and adversely affect our results of
operations.

Our exposure to credit spreads primarily relates to market price and cash flow variability associated with changesin credit spreads in our investment portfolio. Recent
credit spreads on both corporate and structured securities have widened, resulting in continuing depressed val uations. Market volatility can make it difficult to value certain of
our securities if trading becomes less frequent. Accordingly, valuations of investments may include assumptions or estimates that may have significant period to period
changes due to market conditions, which could have a material adverse effect on our consolidated results of operations or financial condition.

Fallsin property prices could have an adverseimpact on our investment portfolio and impact our results of operations and shareholders equity.

We are subject to property price risk due to holdings of investment properties in a variety of locations worldwide. We are also subject to liquidity, valuation and
counterparty risksin relation to property investments. These investments may be adversely affected by continued weakness in real estate marketsin the U.K., U.S. and much
of the rest of the world and increased mortgage delinquencies. We are also subject to property risk indirectly in our investments in residential mortgage-backed securities
(“RMBS") and commercial mortgage-backed securities (“CMBS"). There is the risk that the underlying collateral within our investments in mortgage-backed securities may
default on principal and interest payments causing an adverse change in cash flows paid to our investments. In many cases, the markets for these property investments and
instruments have become highly illiquid, and issues relating to counterparty credit ratings and other factors have exacerbated pricing and valuation uncertainties.
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Fluctuations in the fixed income and equity markets could affect the levels of regulatory capital that we must hold for regulatory solvency purposes and for pension
obligations, which could materially impact our results of operations and shareholders equity.

The value of our investment assets fluctuates, which can impact the capital levels supporting our business. We are required to hold an excess amount of our capital
over a minimum solvency amount. Our 1GD solvency surplus decreased from £3.1 billion as of 31 December 2007 to £2.0 billion as of 31 December 2008. Although our IGD
solvency surplus increased to £3.2 billion at 30 June 2009, an inability to meet regulatory capital requirements in the future would be likely to lead to intervention by the
Financial Services Authority (“FSA™), which could require the Group to restore regulatory capital to acceptable levels. See Item 5, “Operating and Financial Review and
Prospects—Liquidity and Capital Resources—Regulatory capital position”. We are also exposed to interest rate and equity risk based upon the discount rate and expected
long-term rate of return assumptions associated with our pension and other post-retirement benefit obligations. Sustained declinesin long-term interest rates or equity returns
would have a negative effect on the funded status of these plans. See Item 18, “Financial Statements—Note 41—Pension obligations”.

Governmental initiatives intended to alleviate the current financial crisisthat have been adopted may not be effective and, in any event, are expected to be accompanied
by other initiatives, including new capital requirements or other regulations, that could materially affect our results of operations, financial condition and liquidity in
ways that we cannot predict.

In anumber of countries in which we operate legislation has been passed in an attempt to stabilise the financial markets, including bank stabilisation programmes by
the Government and Bank of England in the U.K. and similar programmes under the Emergency Economic Stabilization Act of 2008 in the U.S.. This legislation or similar
proposals, as well as accompanying actions, such as monetary or fiscal actions, of comparable authoritiesin the U.S., U.K., Euro-zone and other countries, may fail to stabilise
the financial markets. Thislegislation and other proposals or actions may also have other consequences, including material effects on interest rates and foreign exchange rates,
which could materially affect our investments, results of operations and liquidity in ways that we cannot predict. The failure to effectively implement thislegislation and related
proposals or actions could also result in a material adverse effect, notably increased constraints on the liquidity available in the banking system and financial markets and
increased pressure on stock prices, any of which could materially and adversely affect our results of operations, financial condition and liquidity. In the event of future material
deterioration in business conditions, we may need to raise additional capital or consider other transactions to manage our capital position or liquidity.

In addition, we are subject to extensive laws and regulations that are administered and enforced by a number of different governmental authorities and non-
governmental self-regulatory agencies, including the FSA and other regulators. In light of the current financial crisis, some of these authorities are or may in the future
consider enhanced or new regulatory requirements intended to prevent future crises or otherwise assure the stability of institutions under their supervision. These authorities
may also seek to exercise their supervisory or enforcement authority in new or more robust ways. All of these possibilities, if they occurred, could affect the way we conduct
our business and manage our capital, and may require us to satisfy increased capital requirements, any of which in turn could materially affect our results of operations,
financial condition and liquidity.
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Defaultsin our bond, residential and commercial mortgage and structured credit portfolios may have an adverseimpact on our profitability and shareholders’ equity.

We have a significant exposure to credit risk through our investments in corporate bonds, residential and commercial mortgages and structured credit assets. The
risks in these assets may be borne by Aviva plc and our shareholders or by the policyholders whose policies the assets back, or a mixture of the two, where we hold some
residual risk. We held a total of £354 billion of assets on our statement of financial position at 31 December 2008, of which £140 billion are assets where Aviva plc and our
shareholders bear the risk. Such assetsincluded as of 31 December 2008:

- £42,608 million invested in bonds, of which £16,286 million are issued by government related entities, and the remaining are from corporate bonds;

. £27,046 million invested in mortgages, of which £13,369 million are commercial mortgages, £5,771 million are residential mortgages (including equity release), and the
remaining are securitised mortgages, for which the majority of the risk have been sold to third parties, and Aviva plc and our shareholders only retain exposure to
approximately £1,000 million;

- £4,690 million invested in policy loans, loans and advances to banks and other |oans;

- £8,588 million invested in structured credit assets, of which £2,906 million is US Agency backed RMBS, £888 million is non-Agency RMBS, £1,423 millionis CMBS
and the remaining are CDOs, other ABS and wrapped credit assets;

- £9,141 million invested in other Financial Assetsincluding equities and other investments;
- £11,217 million of cash and cash equivalents; and
- £5,387 million of Reinsurance Assets.

The remaining £31,327 million is comprised of various other shareholder assets such as goodwill and value of in-force business, intangible assets, property and
equipment, tax assets (current and deferred), receivables and other financial assets, prepayment and accrued income, and deferred acquisition costs.

These assets in normal economic conditions reasonably match our long-term insurance liabilities and benefit both policyholders and shareholders. Adverse changes
to market conditions, however, could provoke an increase in credit defaults with a negative effect on shareholders’ equity and reduced investment returns. Fallsin investment
returns could impair our operational capability, including our ability to write significant volumes of new business. For additional information about our investments, see Item
4, “Information on the Company—Business Overview—Investments”.

A decline in equity markets or an increase in volatility in equity markets may adversely affect sales of our investment products, our fund management business, our
profitability, and the market value of our assetsinvested for our defined benefit pension scheme.

Significant downturns and volatility in equity markets could have amaterial adverse effect on our financial condition and results of operationsin several ways.
Downturnsin equity markets will depress equity prices and have a negative impact on our capital position in that unrealised losses in our net investment portfolio will

increase, and our defined benefit pension scheme deficit will increase as the market value of scheme assets invested in equities decreases.
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Downturns and volatility in equity markets can have a material adverse effect on the revenues and returns from our unit linked, participating and fund management
business. Because our unit linked and fund management businesses depend on fees related primarily to the value of assets under management, a decline in the equity markets
could reduce our revenues by reducing the value of the investment assets we manage. Likewise, because investment risk in our participating business is shared with
policyholders adecline in the equity markets could reduce our revenues by reducing the funds investment return. Profits could also be reduced as aresult of current investors
withdrawing funds or reducing their rates of ongoing investment with our fund management companies or as a result of our fund management companies failing to attract
funds from new investors.

We provide certain guarantees within some of our products that protect policyholders against significant downturns in the equity markets. For example, we offer
certain long-term insurance products with guaranteed features. In volatile or declining equity market conditions, we may need to increase liabilities for future policy benefits
and policyholder account balances, negatively affecting net income. Additional provisions for guarantees were increased by £340 million in 2008 in relation to minimum death
benefits for unit-linked contracts in France and guaranteed minimum returns at maturity for unit-linked and segregated fund business in the Netherlands. For a discussion of
guarantees we have given for our insurance and investment products, please see Item 18, “Financial Statements — Note 35 — Financial guarantees and options’.

In our US business in particular, market downturns and volatility may discourage purchases of accumulation products, such as equity-indexed annuities and equity-
indexed life insurance that have returns linked to the performance of the equity markets and may cause some of our existing customers to withdraw cash values or reduce
investmentsin those products. A sustained weaknessin the markets will decrease revenues and earnings in these type of products.

I nterest rate volatility may adversely affect our profitability.

Some of our products, principally traditional whole life insurance, term life insurance, universal life insurance and annuities, including fixed and equity indexed
annuities, expose us to the risk that changes in interest rates will reduce our “spread,” or the difference between the amounts that we are required to pay under the contracts
and the rate of return we are able to earn on investmentsintended to support obligations under the contracts. Our spread is akey component of our net income.

Asinterest rates decrease or remain at low levels, we may be forced to reinvest proceeds from investments that have matured or have been prepaid or sold at lower
yields, reducing our investment margin. Moreover, borrowers may prepay or redeem the fixed-income securities, commercial mortgages and mortgage-backed securitiesin our
investment portfolio with greater frequency in order to borrow at lower market rates, which exacerbates this risk. Lowering interest crediting rates can help offset decreasesin
investment margins on some products. However, our ability to lower these rates could be limited by competition or contractually guaranteed minimum rates and may not match
the timing or magnitude of changes in asset yields. As aresult, our spread could decrease or potentially become negative. Our expectation for future spreads is an important
component in the amortisation of policy acquisition costs and significantly lower spreads may cause us to accel erate amortisation, thereby reducing net income in the affected
reporting period. In addition, during periods of declining interest rates, life insurance and annuity products may be relatively more attractive to consumers, resulting in
increased premium payments on products with flexible premium features, and a higher percentage of insurance policies remaining in force from year to year, during a period
when our new investments carry lower returns. Accordingly, during periods of declining interest rates, our profitability may suffer as the result of a decrease in the spread
between interest rates charged to policyholders and returns on our investment portfolio.
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Increases in market interest rates could also negatively affect our profitability. In periods of rapidly increasing interest rates, we may not be able to replace, in atimely
manner, our investments intended to support contracts with higher yielding assets needed to fund the higher crediting rates necessary to keep interest sensitive products
competitive. We, therefore, may have to accept alower spread and, thus, lower profitability or face adeclinein sales and greater loss of existing contracts and related assets. In
addition, in periods of increasing interest rates, surrenders of life insurance policies and fixed annuity contracts may increase as policyholders choose to forego insurance
protection and seek higher investment returns. Obtaining cash to satisfy these obligations may require us to liquidate fixed maturity investments at a time when market prices
for those assets are depressed because of increases in interest rates. This may result in realised investment losses. Regardless of whether we realise an investment loss, these
cash payments would result in a decrease in total invested assets, and may decrease our net income. Premature withdrawals may also cause us to accelerate amortisation of
policy acquisition costs, which would al so reduce our net income.

Fluctuationsin currency exchange rates may adver sely affect our operating results and financial position.

We operate internationally and are thus exposed to foreign currency exchange risk arising from fluctuations in exchange rates of various currencies. As of 31
December 2008, over half of our premium income arisesin currencies other than sterling, and our net assets are denominated in avariety of currencies, of which the largest are
the euro and sterling. In managing our foreign currency exposures, we do not hedge revenues as these are substantially retained locally to support the growth of the business
and meet local regulatory and market requirements. Nevertheless, the effect of exchange rate fluctuations on local operating results could lead to significant fluctuationsin our
consolidated financial statements upon translation of the resultsinto sterling. Although we take certain actions to address this risk, foreign currency exchange rate fluctuation
could materially adversely affect our reported results due to unhedged positions or the failure of hedges to effectively offset the impact of the foreign currency exchange rate
fluctuation.

Our foreign exchange policy requires that each of our subsidiaries maintain sufficient assets in their local currencies to meet local currency liabilities. However, such
movements may impact the value of our consolidated shareholders’ equity, which is expressed in sterling.

For adiscussion of theimpact of changesin foreign exchange rates on our results of operations, see Item 11, “Quantitative and Qualitative Disclosures About Market
Risk—Currency Risk”.

Market fluctuations may cause the value of options and guarantees embedded in some of our life insurance products to exceed the value of the assets backing their
reserves and as a consequence, negatively affect the profitability of the business.

Guarantees within certain of our products that protect policyholders against significant downturns in equity markets may decrease our earnings, increase the
volatility of our results if hedging or risk management strategies prove ineffective, result in higher hedging costs, expose us to increased counterparty risk and result in our
own credit exposure.

As anormal part of their operating activities, various Group companies have given guarantees, including interest rate guarantees, in respect of certain long-term
insurance, unit linked and fund management products. At the present time, guarantees and options arein forcein the U.K., Asia, continental Europe and the U.S. In providing
these guarantees and options, our capital position is sensitive to fluctuations in financial variablesincluding, interest rates, credit spreads, real estate prices and equity prices.
Interest rate guaranteed returns, such as those available on guaranteed annuity options (“GAOs’), are sensitive to interest rates falling below the guaranteed level. Other
guarantees, such as maturity value guarantees and guarantees in relation to minimum rates of return, are sensitive to fluctuations in the investment return below the level
assumed when the guarantee was made.
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Periods of significant and sustained downturns in equity markets, increased equity volatility, or reduced interest rates could result in an increase in the valuation of
the future policy benefit or policyholder account balance liabilities associated with such products, resulting in a reduction to net income. We use reinsurance in combination
with derivative instruments to mitigate the liability exposure and the volatility of net income associated with these liabilities, and while we believe that these and other actions
have mitigated the risks related to these benefits, we remain liable for the guaranteed benefits in the event that reinsurers or derivative counterparties are unable or unwilling to
pay. We are also subject to the risk that the cost of hedging these guaranteed minimum benefitsincreases, resulting in a reduction to net income. In addition, we are subject to
the risk that hedging and other management procedures prove ineffective or that unanticipated policyholder behaviour or mortality, combined with adverse market events,
produces economic losses beyond the scope of the risk management techniques employed. These, individually or collectively, may have a material adverse effect on net
income, financial condition or liquidity.

Some of our investmentsarerelatively illiquid and arein asset classes that have been experiencing significant market valuation fluctuations.

We hold certain investments that may lack liquidity, such as privately placed fixed-maturity securities, and unlisted equities, as theinputs used for their valuation are
not directly observable in the market. These asset classes represented approximately 1% of the total assets held at fair value as of 31 December 2008. Even some of our very
high quality assets have been moreilliquid as aresult of the recent challenging market conditions.

If we require significant amounts of cash on short notice in excess of normal cash requirements or are required to post or return collateral in connection with our
investment portfolio or derivatives transactions, we may have difficulty selling these investments in a timely manner, be forced to sell them for less than we otherwise would
have been ableto realise, or both.

The reported value of our relatively illiquid types of investments, our investments in the asset classes described in the paragraph above and, at times, our high
quality, generally liquid asset classes, do not necessarily reflect the lowest current market price for the asset. If we were forced to sell certain of our assets in the current
market, there can be no assurance that we will be able to sell them for the prices at which we have recorded them and we may be forced to sell them at significantly lower prices.

Adverse capital and credit market conditions may significantly affect our ability to meet liquidity needs, accessto capital and cost of capital.

The capital and credit markets have been experiencing extreme volatility and disruption. In some cases, the markets have exerted downward pressure on availability of
liquidity and credit capacity for certain issuers.

We need liquidity to pay our operating expenses, interest on our debt and dividends on our capital stock, and replace certain maturing liabilities. Without sufficient
liquidity, we will be forced to curtail our operations, and our businesswill suffer. The principal sources of our liquidity are insurance premiums, annuity considerations, deposit
funds, cash flow from our investment portfolio and assets, consisting mainly of cash or assetsthat are readily convertible into cash. Sources of liquidity in normal markets also
include a variety of short- and long-term instruments, including repurchase agreements, commercia paper, medium- and long-term debt, junior subordinated debt securities,
capital securities and stockholders' equity.

In the event current resources do not satisfy our needs, we may have to seek additional financing. The availability of additional financing will depend on avariety of
factors such as market conditions, the general availability of credit, the volume of trading activities, the overall availability of credit to the financial servicesindustry, our credit
ratings and credit capacity, as well as the possibility that customers or lenders could develop a negative perception of our long- or short-term financial prospectsif weincur
large investment losses or if the level of our business activity decreased due to a market downturn. Similarly, our access to funds may be impaired if regulatory authorities or
rating agencies take negative actions against us. Our internal sources of liquidity may prove to be insufficient, and in such case, we may not be able to successfully obtain
additional financing on favourable terms, or at all.
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Disruptions, uncertainty or volatility in the capital and credit markets may also limit our access to capital required to operate our business, most significantly our
insurance operations. Such market conditions may limit our ability to replace, in atimely manner, maturing liabilities; satisfy statutory capital requirements; generate fee income
and market-related revenue to meet liquidity needs; and access the capital necessary to grow our business. As such, we may be forced to delay raising capital, issue shorter
term securities than we prefer, or bear an unattractive cost of capital which could decrease our profitability and significantly reduce our financia flexibility. Our results of
operations, financial condition, cash flows and statutory capital position could be materially adversely affected by disruptionsin the financial markets.

Theimpairment of other financial institutions, service providers and business partners could adversely affect us.

We have exposure to many different industries and counterparties, and routinely execute transactions with counterparties in the financial servicesindustry, including
brokers and dealers, commercial banks, investment banks, hedge funds and other investment funds, other insurance groups and other institutions. Many of these transactions
expose us to credit risk in the event of default of our counterparty. In addition, with respect to secured transactions, our credit risk may be exacerbated when the collateral held
by us cannot be realised upon or is liquidated at prices not sufficient to recover the full amount of the loan or derivative exposure due to it. We also have exposure to these
financial institutions in the form of unsecured debt instruments, derivative transactions and equity investments. There can be no assurance that any such losses or
impairments to the carrying value of these assets would not materially and adversely affect our business and results of operations.

In addition, we use derivative instruments to hedge various risks, including certain guaranteed minimum benefits contained in many of our equity indexed annuity and
life products. We enter into a variety of derivative instruments, including options, forwards, interest rate and currency swaps with a number of counterparties. Our obligations
under our equity indexed annuity and life products are not changed by our hedging activities and we are liable for our obligations even if our derivative counterparties do not
pay us. Thisis amore pronounced risk to usin view of the recent stresses suffered by financial institutions. Defaults by such counterparties could have a material adverse
effect on our financial condition and results of operations.

We are also susceptible to risks associated with the potential financial instability of the service providers and business partners (such as our bancassurance partners
in certain international locations) on which werely or partially rely to provide services and grow our business.

We operate in several markets through arrangementswith third parties. These arrangementsinvolve certain risks that we do not face with our subsidiaries.

Our ability to exercise management control over our partnership operations, our joint ventures and our investment in them depends on the terms of the legal
agreements. |n particular it depends on the allocation of control among, and continued co-operation between, the participants.

We may also face financial or other exposure in the event that any of our partners fail to meet their obligations under the agreement or encounter financial difficulty.
For example, a significant proportion of our product distribution, such as bancassurance, is carried out through arrangements with third parties not controlled by us and is
dependent upon continuation of these relationships. A temporary or permanent disruption to these distribution arrangements could affect our financial condition. Some of
these arrangements require our third party partners to participate in and provide capital to our joint venture, associate and subsidiary undertakings. Our partners may change
their strategic priorities or encounter financial difficulties preventing them from providing the necessary capital to promote future growth.
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In addition, we outsource certain customer service, technology and legacy policy administration functions to third parties and may do so increasingly in the future. If
we do not effectively develop and implement our outsourcing strategy, third party providers do not perform as anticipated or we experience technological or other problems
with a transition, we may not realise productivity improvements or cost efficiencies and may experience operational difficulties, increased costs and a loss of business. In
addition, our ability to receive services from third party providers outside of the U.K. (or the jurisdictions in which our subsidiaries operate) might be impacted by cultural
differences, political instability, unanticipated regulatory requirements or policies inside or outside of the U.K. As a result, our ability to conduct our business might be
adversely affected.

Inability of our reinsurers to meet their obligations, or the unavailability of adequate reinsurance coverage, may have an adverse impact on our profitability and
shareholders' equity.

We transfer our exposure to certain risks to others through reinsurance arrangements. Under such arrangements, other insurers assume a portion of the losses and
expenses associated with reported and unreported losses in exchange for a premium. The availability, amount and cost of reinsurance depend on general market conditions
and may vary significantly. Any decrease in the amount of our reinsurance will increase our risk of loss.

When we obtain reinsurance, we still remain primarily liable for the reinsured risks without regard to whether the reinsurer will meet its reinsurance obligations to us.
Therefore, the inability or unwillingness of our reinsurers to meet their financial obligations or disputes on, and defects in reinsurance contract wording or processes, could
materially affect our operations.

Although we conduct periodic reviews of the financial statements and reputations of our reinsurers, our reinsurers may become financially unsound by the time they
are called upon to pay amounts due, which may not occur for many years. As a result of the crisis in the financial markets and other macro-economic challenges currently
affecting the global economy, our reinsurers may experience increased regulatory scrutiny, serious cash flow problems and other financia difficulties. In addition, reinsurance
may prove inadequate to protect against losses. Due to the nature of the reinsurance market and the restricted range of reinsurers that have acceptabl e ratings, we are exposed
to concentrations of risk with individual reinsurers. If a catastrophic event or the inability to meet financial obligations caused these reinsurers to default, our business
profitability and shareholders' equity could be significantly affected.

Furthermore, market conditions beyond our control determine the availability and cost of the reinsurance protection we purchase. Accordingly, we may be forced to
incur additional expenses for reinsurance or may not be able to obtain sufficient reinsurance on acceptable terms, which could adversely affect our ability to write future
business. For additional information on reinsurance, see Item 4, “Information on the Company — Business Overview — General Insurance and Health Claims Reserves—
Reinsurance”.

We arerated by several rating agencies, and a declinein any of these ratings could affect our standing among brokers and customers and cause our sales and earningsto
decrease.

Claims-paying ability and financial strength ratings are factorsin establishing the competitive position of insurers. A rating downgrade (or the perceived potential for
such a downgrade) of Aviva plc or any of our rated insurance subsidiaries may, among other things, materially increase the number of policy surrenders and withdrawals by
policyholders of cash values from their policies.
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The outcome of such activities may be cash payments requiring the sale of invested assets, including illiquid assets, at a price that may result in realised investment losses.
These cash payments to policyholders would result in adecrease in total invested assets and a decrease in net income. Among other things, early withdrawals may also cause
us to accelerate amortisation of policy acquisition costs, reducing net income. A rating downgrade may also impact sales volumes, particularly in the U.S. where there is more
focus on ratings when evaluating similar products. Aviva plc currently has a long-term counterparty credit rating of A with a negative outlook from Standard & Poor’s, A1l
with a negative outlook from Moody’s, a with a stable outlook from AM Best and A with a negative outlook from Fitch. These ratings represent the third highest of nine
ratings categories for the Standard & Poor’s rating and the middle within the category based on modifiers (i.e., A+, A and A- are“ Strong”); the third highest of nineratings
categories for the Moody’s rating and the highest within the category based on modifiers (i.e., A1, A2 and A3 are “Good"); the third highest of nine ratings categories for the
AM Best rating and the lowest within the category based on modifiers (i.e., at, a, and a are“ Strong”); and the third highest of nine ratings categories for Fitch and the middle
within the category based on modifiers (i.e. A+, A and A- are“Strong”). The insurance financial strength ratings of Aviva's core operating subsidiaries are AA- with a
negative outlook (Standard & Poor’s), Aa3 with a negative outlook (Moody’s), A with a stable outlook (AM Best) and AA- with a negative outlook (Fitch). These ratings
represent the second highest of nine ratings categories for the Standard & Poor’s rating and the lowest within the category based on modifiers (i.e., AA+, AA and AA- are
“Very Strong”); the second highest of nine ratings categories for the Moody’s rating and the lowest within the category based on modifiers (i.e.,, Aal, Aa2 and Aa3 are
“Excellent”); the second highest of nine rating categories for the AM Best rating and the highest within the category based on modifiers (i.e., A and A- are “Excellent”); and
the second highest of nine ratings categories for Fitch and the lowest within the category based on modifiers (i.e. AA+, AA and AA- are“Very Strong”). The foregoing
ratings reflect each rating agency’s opinion of the financial strength, operating performance and the ability to meet obligations for Aviva plc and Aviva's core operating
subsidiaries. These ratings are not evaluations relating to our common stock or the protection of our shareholders.

Rating organisations assign ratings based upon several factors. While most of the factors relate to the rated company, some of the factors relate to general economic
conditions and circumstances outside the rated company’s control. In view of the difficulties experienced recently by many financial institutions, including our competitorsin
the insurance industry, we believe it is possible that the rating agencies, including Standard & Poor's, Moody's, Fitch and AM Best, will heighten the level of scrutiny that
they apply to such institutions, will increase the frequency and scope of their credit reviews, will request additional information from the companies that they rate, and may
adjust upward the capital and other requirements employed in their models for maintenance of certain ratings levels. We cannot predict what actions rating agencies may take,
or what actions we or others may take in response to the actions of rating agencies, which could adversely affect our business. As with other companies in the insurance
industry, our ratings could be downgraded at any time and without any notices by any rating agency. A downgrade may adversely affect relationships with broker-dealers,
banks, agents, wholesalers and other distributors of our products and services, which may negatively impact new sales and adversely affect our ability to compete and thereby
have a material adverse effect on our business, results of operations and financial condition. In addition, the interest rates we pay on our borrowings are affected by our debt
credit ratings.

Our businesses are conducted in highly competitive environments and our continued profitability depends on management’s ability to respond to these pressures.

There are many factors which affect our ability to sell our products, including price and yields offered, financial strength and ratings, range of product lines and
product quality, brand strength and name recognition, investment management performance and historical bonus levels. In some of our markets, the Group faces competitors
that are larger, have greater financial resources or a greater market share, offer a broader range of products or have higher bonus rates or claims-paying ratios. Further,
heightened competition for talented and skilled employees with local experience, particularly in the emerging, high growth markets, may limit our potential to grow our business
as quickly as planned.
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Our principal competitorsin the life market include many of the mgjor financial services businesses including, in particular, Axa, Allianz, Generali and Prudential. Our
principal competitorsin the general insurance market include Royal Bank of Scotland Insurance, RSA, Zurich, Axaand Allianz.

We also face competitors who specialise in many of the niche markets in which we operate, for example bulk annuities in the U.K. We believe that competition will
intensify across all regionsin response to consumer demand, technological advances, the impact of consolidation, regulatory actions and other factors. Our ability to generate
an appropriate return depends significantly upon our capacity to anticipate and respond appropriately to these competitive pressures.

The use of inaccurate assumptionsin pricing and reserving for insurance business may have an adverse effect on our business profitability.

The management of the life insurance business within the Group reguires the life insurance companies to make a number of assumptions in relation to the business
written, including with regard to the mortality and morbidity rates of our customers, the development of interest rates, persistency rates (the rates at which customers terminate
existing policies prior to their maturity dates) and future levels of expenses. These assumptions may turn out to beincorrect.

When establishing their liabilities, our life insurance companies allow for changes in the assumptions made, monitor their experience against the actuarial assumptions
used and assess the information gathered to refine their long term assumptions, together with taking actual claims experience into account. However, it is not possible to
determine precisely the amounts in total that will be ultimately necessary to pay liabilities under the policies written by the business. Amounts may vary from estimates,
particularly in light of the long term nature of the life insurance business. Changes in assumptions may also lead to changesin the level of capital required to be maintained. If
the assumptions underlying our reserving methodology were to prove incorrect, we may need to increase the amount of our reserves, which could have a material adverse
impact on the Group’s value, the results of our operation and/or financial condition and our ability to manage our businessesin an efficient manner. Examples of our reserving
assumptions, which could prove to be incorrect, would include: actual claims experience being less favourable than the underlying assumptions; a higher than anticipated rate
of future claims; or actual levels of future persistency being significantly lower than previously assumed.

Additionally, our management of the general insurance business requires the general insurance companies to make a number of assumptions in relation to the
business written. These assumptions include the costs of writing the business and settling claims, and the frequency and severity of claims. The assumptions may turn out to
beincorrect. In relation to certain key risks such as weather catastrophes (e.g. aU.K. flood or Northern European windstorm), if actual claims experienceis less favourable than
the underlying assumptions, this would have an adverse impact on our profit. Additionally, manmade disasters including accidents and intentional events are difficult to
predict with a high degree of accuracy. These would also have an adverse impact on our profit due to higher than expected claims.

Furthermore, outstanding claims provisions for the general insurance business are based on the best-estimate ultimate cost of all claimsincurred but not settled at a
given date, both reported and incurred but not reported (“IBNR"), together with the direct costsincurred in settling each claim (e.g. legal fees). Any provisions for re-opened
claims are also included. A range of methods, including stochastic projections, may be used to determine these provisions. Underlying these methods are a number of explicit
or implicit assumptions relating to the expected settlement amount and settlement pattern of claims. If the assumptions underlying the reserving basis were to prove incorrect
or actual claims experience were to be less favourable than the underlying assumptions, we might have to increase the amount of the general insurance provisions. If claims
exceed insurance reserves financial results could be significantly affected.
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We have a significant exposure to annuity business and a significant lifeinsurancerisk is associated with longevity.

Longevity statistics are monitored in detail, compared with emerging industry trends, and the results are used to inform both the reserving and pricing of annuities.
Inevitably there remains uncertainty about the development of future longevity that cannot be mitigated.

Our principal longevity risks emanate from markets with along history of collecting population longevity data, and we study those statisticsin detail. We also believe
the size of our business means that we have statistically relevant data to make an assessment of the longevity characteristics of our own portfolio. In addition to evaluating
current experience the key factor is our assessment of the future rate of improvement in longevity. For this, we analyse trends and study the wide range of papers written on
this subject, in reaching our conclusions.

A strengthening in the longevity assumption used to calculate our long-term business liabilities would result in an increase in these reserves and reduce significantly
our shareholders’ equity. As disclosed in Item 18, “Financial Statements— Note 50(g)”, the impact on profit before tax of a 5% change in annuitant mortality at 31 December
2008 for long term business would be £320 million.

We may face lossesif there are significant deviations from our assumptions regarding the persistency of our insurance policies and annuity contracts.

A significant proportion of our profitability arises from our in-force portfolio of business. The prices and expected future profitability of our insurance and deferred
annuity products are based in part upon expected patterns of premiums, expenses and benefits, using a number of assumptions, including those related to persistency, which
isthe probability that a policy or contract will remain in force from one period to the next. The effect of persistency on profitability variesfor different products. For most of our
life insurance and deferred annuity products, actual persistency that is lower than our persistency assumptions could have an adverse impact on profitability. Customersare
often able to surrender their contracts early, which will generally reduce the future flow of profits. In addition some contracts have a variety of options which the customer is
able to choose to exercise. In setting reserves, assumptions have been made about the proportion of customers exercising options. If more customers choose to exercise
options at times when they are most valuable, then our net income will be adversely affected. Significant deviations in experience from pricing expectations regarding
persistency could have an adverse effect on the profitability of our products.

Thecyclical nature of theinsuranceindustry may cause fluctuationsin our results.

Historically, the insurance industry has been cyclical and operating results of insurers have fluctuated significantly because of volatile and sometimes unpredictable
developments, many of which are beyond the direct control of any insurer. Although we have a geographically diverse group of businesses providing a diverse range of
products, we expect to experience the effects of this cyclical nature, including changesin sales and premium levels, which could have a material adverse effect on our results of
operations.

The unpredictability and competitive nature of the general insurance business historically has contributed to significant quarter-to-quarter and year-to-year
fluctuations in underwriting results and net earnings in the general insurance industry.

23




As a global business, we are exposed to various local political, regulatory and economic conditions, business risks and challenges which may affect the demand for our
products and services, the value of our investment portfolios and the credit quality of local counterparties.

We offer our products and services in Europe, North America and the Asia Pacific region, through wholly-owned and majority-owned subsidiaries, joint ventures,
companies in which we hold non-controlling equity stakes, agents and independent contractors. Our international operations expose us to different local political, regulatory,
business and financial risks and challenges which may affect the demand for our products and services, the value of our investment portfolio, the required levels of capital and
surplus, and the credit quality of local counterparties. These risksinclude, for example, political, social or economic instability in countries in which we operate, discriminatory
regulation, credit risks of our local borrowers and counterparties, lack of local business experience in certain markets, risks associated with exposure to insurance industry
insolvencies through policyholder guarantee funds or similar mechanisms set up in foreign markets and, in certain cases, risks associated with the potential incompatibility
with foreign partners, especially in countries in which we are conducting business through entities we do not control. Some of our international insurance operations are, and
are likely to continue to be, in emerging markets where these risks are heightened. Our overall success as a global business depends, in part, upon our ability to succeed in
different economic, social and political conditions.

Finally, our results of operations and financial condition may be materially affected from time to time by the general economic conditions such as the levels of
employment, consumer lending, prevailing interest rates, or inflation, in the countriesin which we operate.

If our business does not perform well or if actual experience versus estimates used in valuing and amortising Deferred Acquisition Costs (“ DAC") and Acquired value of
in-force business (“ AVIF”) vary significantly, we may be required to accelerate the amortisation and/or impair the DAC and AVIF which could adversely affect our
results of operationsor financial condition.

We incur significant costs in connection with acquiring new and renewal business. Those costs that vary with and are, in particular, related to the production of new
and renewal business in respect of certain U.K. non-profit insurance business and certain U.S. insurance business are deferred and referred to as DAC. The recovery of DAC
is dependent upon the future profitability of the related business. The amount of future profit or margin is dependent principally on investment returns in excess of the
amounts credited to policyholders, mortality, morbidity, persistency, interest crediting rates and expenses to administer the business. Of these factors, we anticipate that
investment margins are most likely to impact the rate of amortisation of such costs. The aforementioned factors enter into management’s estimates of gross profits or margins,
which generally are used to amortise such costs. If the estimates of gross profits or margins were overstated, then the amortisation of such costs would be accelerated in the
period the actual experience is known and would result in a charge to income. Significant or sustained equity market declines could result in an acceleration of amortisation of
the DAC related to U.K unit-linked business, resulting in a charge to income. Such adjustments could have a material adverse effect on our results of operations or financial
condition.

AVIF, arising primarily in our U.S. business, reflects the estimated fair value of certain in-force contracts in a life insurance company acquired either directly or
through the purchase of a subsidiary and represents the portion of the purchase price that is allocated to the value of the right to receive future cash flows from the insurance
and investment contracts in-force at the acquisition date. AVIF is based on actuarially determined projections. Actual experience may vary from the projections. Revisions to
estimates result in changes to the amounts expensed in the reporting period in which the revisions are made and could result in an impairment and a charge to income. Also, as
AVIF is amortised similarly to DAC, an acceleration of the amortisation of AVIF would occur if the estimates of gross profits or margins were overstated. Accordingly, the
amortisation of such costs would be accelerated in the period in which the actual experienceis known and would result in acharge to net income. Such adjustments could have
amaterial adverse effect on our results of operations or financial condition.
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If our business does not perform well, we may be required to recognise an impairment of our goodwill, intangibles with indefinite useful lives or intangibles with finite
lives, which could adversely affect our results of operations or financial condition.

Goodwill represents the excess of the amounts we paid to acquire subsidiaries and other businesses over the fair value of their net assets at the date of acquisition.
We test goodwill and intangible assets with indefinite useful lives at least annually for impairment or when circumstances or eventsindicate there may be uncertainty over this
value. We test intangibles with finite lives when circumstances or events indicate there may be uncertainty over this value. For impairment testing, goodwill and intangibles
have been allocated to cash-generating units by geographical reporting unit and business segment.

The fair value of the reporting unit is impacted by the performance of the business. Goodwill and indefinite life intangibles are written down for impairment where the
recoverable amount isinsufficient to support its carrying value. Such write downs could have amaterial adverse effect on our results of operations or financial position.

Our valuation of Available For Sale (* AFS’) Securities and Fair Value (“ FV") Securities may include methodologies, estimations and assumptions which, by their
nature, require judgement. The use of reasonable alternative methodologies, estimations and assumptions could result in changes to investment valuations that may
materially adversely affect our results of operations or financial condition.

We value our AFS and FV securities using designated methodologies, estimation and assumptions. These securities, which are reported at fair value on the
consolidated statement of financial position, represent the majority of our total cash and invested assets. We have categorised these securities by the quality of available
evidence of fair value, with reference to the IASB’s expert advisory panel’s report, Measuring and disclosing the fair value of financial instruments in markets that are no
longer active, issued in October 2008. This report categorises these securities into a three-level hierarchy, based on the priority of the inputs to the respective valuation
technique. The fair value hierarchy gives the highest priority to quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to
unobservable inputs (Level 3). At 31 December 2008, 1% of total financia investments at fair value were classified as Level 3, amounting to £2,845 million. An asset or
liability's classification within the fair value hierarchy is based on the lowest level of significant input to its valuation. See Item 5, “Operating and Financial Review and
Prospects-IFRS Critical Accounting Policies-Investments”.

During periods of market disruption including periods of significantly rising or high interest rates, rapidly widening credit spreads or illiquidity, it may be difficult to
value certain of our securities, such as mortgage-backed securities, if trading becomes less frequent and/or market data becomes less observable. There may be certain asset
classes that were in active markets with significant observable data that become illiquid due to the current financial environment. In such cases, more securities may fall to
Level 3 and thus require more subjectivity and management judgment. As such, valuations may include inputs and assumptions that are less observable or require greater
estimation as well as valuation methods which are more sophisticated or require greater estimation thereby resulting in values which may be less than the value at which the
investments may be ultimately sold. Further, rapidly changing and unprecedented credit and equity market conditions could materially impact the valuation of securities as
reported within our consolidated financial statements and the period-to-period changes in value could vary significantly. Decreases in value may have a material adverse
effect on our results of operations or financial condition.
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The determination of the amount of allowances and impairments taken on our investments is highly subjective and could materially impact our results of operations or
financial position.

The determination of the amount of allowances and impairments vary by investment type and is based upon our periodic evaluation and assessment of known and
inherent risks associated with the respective asset class. Such evaluations and assessments are revised as conditions change and new information becomes
available. Furthermore, additional impairments may need to be taken or allowances provided for in the future. Management updates its evaluations regularly and reflects
changes in alowances and impairments in operations as such evaluations are revised. If the carrying value of an investment is greater than the recoverable amount, the
carrying valueis reduced through a charge to the income statement in the period of impairment. There can be no assurance that our management has accurately assessed the
level of impairments taken and allowances reflected in our financial statements.

In the event that the assumptions and cal culations underlying the endowments business were materially wrong, a significant changein the provisionsrequired could have
amaterial adverse effect on our business, results of operationsand/or financial condition.

In December 1999, the FSA announced the findings of its review of mortgage endowments and expressed concern as to whether, given decreases in expected future
investment returns, such policies could be expected to cover the full repayment of mortgages. We have made provisions totalling £38 million as at 31 December 2008 to meet
potential mis-selling costs and the associated expenses of investigating complaints.

In August 2004, we confirmed our intention to introduce time barring on mortgage endowment complaints, under FSA rules, by the end of 2006. We have written to
our 1.1 million endowment policyholders as part of our ongoing review, stating that we intend to introduce a time bar on mortgage endowment complaints in the future.
Customerswill be given at least 12 months' notice before atime bar becomes applicable, double the six months' notice required by the FSA.

Until such time as all claims under such policies are either time-barred or determined, the provisions held by companies in the Group are based on a combination of
experience and modelling and are, therefore, only estimates of the expected final outcome.

In the event that the assumptions and cal culations underlying the business were to be materially wrong, a significant change in the provisions required could have a
material adverse effect on our business, results of operations and/or financial condition. Our aggregate exposure to potential endowment mis-selling claims is linked to the
performance of the underlying investments.

While our principal exposure to mis-selling claimsisin the U.K., we sell endowment productsin other countriesin which we operate, and are therefore also exposed to
potential mis-selling claimsin these countries.

We are involved in various legal proceedings and regulatory investigations and examinations and may be involved in more in the future, any one or a combination of
which could have a material adverse effect on our financial condition and results of operations.

We have been named as defendantsin lawsuits (both class actions and individual lawsuits). We have been subject to regulatory investigations or examinationsin the
various jurisdictions where we do business. These actions arise in various contexts including in connection with our activities as an insurer, securities issuer, employer,
investment advisor, investor and taxpayer. For example Aviva USA (formerly AmerUS), a US-based insurer we acquired in November 2006 is subject to litigation (including
class-action litigation) arising out of its sale of equity indexed annuity products.
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Certain of these lawsuits and investigations seek significant or unspecified amounts of damages (including punitive damages), and certain of the regulatory
authoritiesinvolved in these proceedings have substantial powers over the conduct and operations of our business.

Due to the nature of certain of these lawsuits and investigations, we cannot make an estimate of loss or predict with any certainty the potential impact of these suits
or investigations on our business, financial condition or results of operations.

In the course of conducting insurance business, various companies within the Group receive general insurance liability claims, and become involved in actual or
threatened related litigation arising there from, including claims in respect of pollution and other environmental hazards. Amongst these are claims in respect of asbestos
production and handling in various jurisdictions, including the UK, Australia, Ireland, the Netherlands and Canada. Given the significant delays that are experienced in the
notification of these claims, the potential number of incidents which they cover and the uncertainties associated with establishing liability and the availability of reinsurance,
the ultimate cost cannot be determined with certainty.

Additionally, it is possible that a regulator in one of our major markets may conduct areview of products previously sold, either as part of an industry-wide review or
specific to Aviva. Theresult of thisreview may be to compensate customers for losses they have incurred as aresult of the products they were sold.

All of our businesses are subject to operational risks, including the risk of direct or indirect loss resulting from inadequate or failed internal and external processes,
systems and human error or from external events.

Our business is dependent on processing a large number of complex transactions across numerous and diverse products. Furthermore, the long term nature of the
majority of our business means that accurate records have to be maintained for significant periods. We also outsource several operations, including certain servicing and IT
functions and are therefore at least partially reliant upon the operational processing performance of our outsourcing partners.

Our systems and processes on which we are dependent to serve our customers are designed to ensure that the operational risks associated with our activities are
appropriately identified and addressed; however, they may nonetheless fail due to IT malfunctions, human error, business interruptions, non-performance by third parties or
other external events. This could disrupt business operations resulting in material reputational damage and the loss of customers, and have a consequent material adverse
effect on our results. Although we have taken appropriate steps to upgrade systems and processes to reduce these operational risks, we cannot anticipate the specifics or
timing of all possible operational and systems failures which may adversely impact our business.

Additional details of the types of operational risks associated with financial reporting is provided below in "—Compliance with the Sarbanes-Oxley Act entails
significant expenditure and managerial attention, and non-compliance with the Sarbanes-Oxley Act may adversely affect us."

Our risk management policies and procedures may leave us exposed to unidentified or unanticipated risk, which could negatively affect our business.

Management of risk requires, among other things, policies and procedures to record properly and verify alarge number of transactions and events. We have devoted
significant resources to develop our risk management policies and procedures and expect to continue to do so in the future. Nonetheless, our policies and procedures may not
be comprehensive. Many of our methods for managing risk and exposures are based upon the use of observed historical market behaviour or statistics based on historical
models. As a result, these methods may not fully predict future exposures, which can be significantly greater than our historical measures indicate, particularly in unusual
markets and environments. Other risk management methods depend upon the evaluation of information regarding markets, clients, catastrophe occurrence or other matters that
is publicly available or otherwise accessible to us. Thisinformation may not always be accurate, complete, up-to-date or properly evaluated.
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Thefailureto attract or retain the necessary personnel could have a material adverse effect on our results and/or financial condition.

As aglobal financial services organisation with a decentralised management structure, we rely, to a considerable extent, on the quality of local management in the
regions and countries in which we operate. The success of our operations is dependent, among other things, on our ability to attract and retain highly qualified professional
people. Competition for such key people in most countries in which we operate is intense. Our ability to attract and retain key people, and in particular directors, experienced
investment managers, fund managers and underwriters, is dependent on a number of factors, including prevailing market conditions and compensation packages offered by
companies competing for the same talent.

Catastrophic events, which are often unpredictable by nature, could result in material losses and abruptly and significantly interrupt our business activities.

Our business is exposed to volatile natural and manmade disasters such as pandemics, hurricanes, windstorms, earthquakes, terrorism, riots, fires and explosions.
Over the past several years, changing weather patterns and climatic conditions have added to the unpredictability and frequency of natural disastersin certain parts of the
world and created additional uncertainty asto future trends and exposure. Our life insurance operations, in particular, are exposed to the risk of catastrophic mortality, such as
a pandemic or other event that causes a large number of deaths. Significant influenza pandemics have occurred three times in the last century, but neither the likelihood and
timing, nor the severity of a future pandemic can be predicted. The effectiveness of external parties, including governmental and non-governmental organisations, in
combating the spread and severity of such a pandemic could have a material impact on the losses experienced by us. These events could cause a material adverse effect on
our results of operationsin any period and, depending on their severity, could also materially and adversely affect our financial condition.

The extent of losses from a catastrophe is a function of both the total amount of insured exposure in the area affected by the event and the severity of the event.
Most catastrophes are restricted to small geographic areas; however, pandemics, hurricanes, earthquakes and man-made catastrophes may produce significant damage in
larger areas, especially those that are heavily populated. Claims resulting from natural or man-made catastrophic events could cause substantial volatility in our financial
results for any fiscal quarter or year and could materially reduce our profitability or harm our financial condition. Also, catastrophic events could harm the financial condition
of our reinsurers and thereby increase the probability of default on reinsurance recoveries. Our ability to write new business could also be affected. Furthermore, pandemics,
natural disasters, terrorism and fires could disrupt our operations and result in significant loss of property, key personnel and information about our clients and us. If our
business continuity plans have not included effective contingencies for such events they could adversely affect our business, results of operations, corporate reputation and
financial condition for a substantial period of time.

Our regulated businessis subject to extensive regulatory supervision both in the U.K. and internationally.

Our insurance subsidiaries worldwide are subject to detailed and comprehensive government regulation in each of the jurisdictions in which they conduct business.
Regulatory agencies have broad administrative power over many aspects of the insurance business, which may include premium rates, marketing and selling practices,
advertising, licensing agents, policy forms, capital adequacy and permitted investments. Government regulators are concerned primarily with the protection of policyholders
rather than our shareholders or creditors. Insurance laws, regulations and policies currently affecting us and our subsidiaries may change at any time in ways having an
adverse effect on our business. Furthermore, we cannot predict the timing or form of future regulatory initiatives.
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In the U.K., our business is subject to regulation by the FSA, which has broad powers under the Financial Services and Markets Act (“FSMA"), including the
authority to grant, vary the terms of, or cancel a regulated firm's authorisation, to investigate marketing and sales practices and to require the maintenance of adequate
financial resources. The FSA has the power to take arange of investigative, disciplinary or enforcement actions, including public censure, restitution, fines or sanctions and to
award compensation. The FSA may make enquiries of the companies which it regulates regarding compliance with regulations governing the operation of business and like all
U.K. regulated financial service companies, we face therisk that the FSA could find that we have failed to comply with applicable regulations or have not undertaken corrective
action asrequired.

Issues and disputes may arise from time to time from the way in which the insurance industry or fund management industry has sold or administered an insurance
policy or other product or in the way in which they have treated policyholders or customers, either individually or collectively.

Inthe U.K., any such issues or disputes are typically resolved by the Financial Ombudsman Service (*'FOS’) inthe U.K., or by litigation for individual policyholders.
The FSA may intervene directly, however, where larger groups or matters of public policy are concerned. There have been several industry-wide issues in recent years in
which the FSA hasintervened directly, including the sale of personal pensions, the sale of mortgage-related endowments and investmentsin split capital investment trusts.

On 1 October 2009, we completed the reattribution of the “inherited estate” in the U.K.. The inherited estate is money that has built up in a with-profits fund over
many generations, which is above the amount needed to meet current and future policyholder commitments and obligations such as expenses. The inherited estate is still
required as the working capital for the with-profits fund and to support its operation.

We are the first company to do so under new rules from the FSA, which required negotiation through a policyholder advocate. The policyholder advocate is arole
created to represent policyholders under FSA rules governing reattribution. The High Court approved the reattribution and accompanying scheme transfer on 18 September
2009. Following the reattribution, shareholders are exposed to more risk and potential reward. This additional exposure will be subject to the same risk management processes
that we generally apply.

Outside of the U.K., our business is regulated by local regulators that often have similar powers to the FSA and could therefore have a similar negative impact on
perceptions of us or have amaterial adverse effect on our business, our results and/or financial condition and divert management’s attention from the day-to-day management
of the business.

Furthermore, various jurisdictions in which we operate, including the U.K., have created investor compensation schemes that require mandatory contributions from
market participants in some instances in the event of afailure of another market participant. As a major participant in the majority of its chosen markets, circumstances could
arise where we, along with other companies, may be required to make such contributions. Additionally there isarisk to us and other insurers that we may be obliged to meet
compensation costs arising from bank failures.

The financial crisis has exposed a number of weaknesses in the current regulatory framework. Whilst these weaknesses are predominantly in the banking sector, the
insurance and investment management industries potentially face a number of regulatory initiatives aimed at addressing lessons learnt from the crisis. We could be impacted
by global initiatives (led by the G20), European initiatives and national initiatives in the markets within which we operate.
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The Solvency Il Directive, an insurance industry regulation agreed by the European Parliament earlier in 2009, will require European domiciled insurers to move to
more risk based capital requirements. However the more detailed implementing measures still need to be agreed and there is arisk that this could lead to a significant increase
in the capital required to support our annuity business.

There is evidence of heightened supervisory action throughout the world to assess and protect the financial position of regulated insurance companies. For example,
the FSA has asked all life insurersin the UK to apply further stress tests to their solvency positions at the end of 2008 to ensure they hold sufficient capital. Other European
regulators in certain countries in which we operate have adopted new rules— or indicated that they may adopt new rulesin the future — relating to distributable reserves and
retention of profits, which could affect the dividends our subsidiaries may pay to us.

A determination that we have failed to comply with applicable regulation could have a negative impact on our reported results or on our relations with current and
potential customers. Regulatory action against a member of the Group could result in adverse publicity for, or negative perceptions regarding, the Group, or could have a
material adverse effect on our business, our results of operations and/or financial condition and divert management’s attention from the day-to-day management of the
business.

Inconsistent application of Directives by regulators in different European Union (“ EU”) member states may place our business at a competitive disadvantage to other
European financial services groups.

Insurance regulation in the U.K. is largely based on the requirements of EU Directives. Inconsistent application of Directives by regulators in different EU member
states may place our business at a competitive disadvantage to other European financial services groups. In addition, changes in the local regulatory regimes of designated
territories could affect the cal culation of our solvency position.

Our businesses are subject to regulatory risk, including adverse changesin the laws, regulations, policies and interpretationsin the marketsin which we operate.

We will not always be able to predict accurately the impact of future legislation or regulation or changes in the interpretation or operation of existing legislation or
regulation on our business, results of operations and/or financial condition. Changes in government policy, legislation or regulatory interpretation applying to companiesin
the financial services and insurance industries in any of the markets in which we operate, which may be applied retrospectively, may adversely affect our product range,
distribution channels, capital requirements and, consequently, results and financing requirements.

Such changes could include, for example, alterations to the regulatory framework for pension arrangements and policies or the regulation of selling practices and
solvency requirements (including the implementation of the EU solvency framework for insurers, “ Solvency 11”). We may face increased compliance costs due to the need to
set up additional compliance controls or the direct cost of such compliance because of changes to financial services legislation or regulation. We face significant compliance
challenges because our regulatory environment is evolving rapidly and supervisory authorities around the world are assuming an increasingly active and aggressive role in
interpreting and enforcing regulations in the jurisdictions in which we operate, for example in the U K., the extent of the regulator's interpretation of the principle of “treating
customersfairly”.
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Regulatory changes or errors may affect the calculation of unit prices or deduction of charges for our unit-linked products which may require Aviva to compensate
customersretrospectively.

A significant proportion of our product sales are unit-linked contracts, where product benefits are linked to the prices of underlying unit funds. Whilst comprehensive
controls are in place, there is arisk of error in the calculation of the prices of these funds, which may be due to human error in data entry, IT related issues or other causes.
Additionally, it is possible that policy charges which are deducted from these contracts are taken incorrectly, or the methodology is subsequently challenged by policyholders
or regulators and changed retrospectively. Any of these can give rise to compensation payments to customers. Controls are in place to mitigate these risks, but errors could
giveriseto futureliabilities. Payments dueto errors or compensation may negatively impact our profits.

From time to time changes in the interpretation of existing tax laws, amendments to existing tax rates, or the introduction of new tax legislation may adversely impact
our business, results of operationsand financial condition.

We operate in numerous tax jurisdictions around the world. Tax risk isthe risk associated with changesin tax law or in the interpretation of tax law. It also includes the
risk of changes in tax rates and the risk of failure to comply with procedures required by tax authorities. Failure to manage tax risks could lead to an additional tax charge. It
could also lead to a financia penalty for failure to comply with required tax procedures or other aspects of tax law. If, as aresult of a particular tax risk materialising, the tax
costs associated with particular transactions are greater than anticipated, it could affect the profitability of those transactions.

There are aso specific rules governing the taxation of policyholders. We will be unable accurately to predict the impact of future changesin tax law on the taxation of
lifeinsurance and pension policiesin the hands of policyholders. Amendments to existing legislation (particularly if thereisthe withdrawal of any tax relief or anincreasein tax
rates) or the introduction of new rules may affect the future long term business and the decisions of policyholders. The impact of such changes upon us might depend on the
mix of businessin force at the time of such change and could have amaterial adverse effect on our business, results of operations and/or financial condition.

The design of lifeinsurance products by our life insurance companies takes into account a number of factors, including risks, benefits, charges, expenses, investment
returns (including bonuses) and taxation. The design of long term insurance products is based on the tax legislation in force at that time. Changes in tax legislation or in the
interpretation of tax legislation may therefore, when applied to such products, have a material adverse effect on the financial condition of the relevant long term business fund
of the company in which the business was written.

The governance arrangementsin place with Delta LIoyd N.V. could impact on how we can direct the day to day management of theinternal operations of this subsidiary.

Delta Lloyd N.V. is one of the Group's subsidiaries consolidated in the Aviva plc IFRS financial statements. Delta Lloyd N.V. is subject to the provisions of Dutch
corporate law and particularly the Dutch “full structure company” regime. Under this regime, Delta Lloyd operates under a Supervisory Board, which is responsible for
advising and supervising Delta Lloyd's Executive Board and is the body having the right to appoint and dismiss that Board. For governance purposes, our interests are
represented through our two members of the Supervisory Board, which has aduty to awide variety of stakeholders, including its shareholders. Currently only the Supervisory
Board itself has the power to appoint Supervisory Board directors, taking into account recommendations of the shareholders. These arrangements could impact on how we can
direct the day to day management of DeltaLloyd'sinternal operations. See Item 18, "Financial Statements - Note 2d - Subsidiaries’.
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Compliance with the Sarbanes-Oxley Act entails significant expenditure and managerial attention, and non-compliance with the Sarbanes-Oxley Act may adversely
affect us.

The U.S. Sarbanes-Oxley Act of 2002 and related regulations subsequently implemented by the SEC and the NY SE require changes to some of our accounting and
corporate governance practices, including the requirement that we issue in our second annual filing, for the year ending 31 December 2010 and future years, a report on our
internal controls over financial reporting as required by Section 404 of the Sarbanes-Oxley Act. We expect that compliance with the new rules and regulations will continue to
require significant management attention and will result in increased accounting, legal and other costs. In addition, because Section 404 of the Sarbanes-Oxley Act requires our
auditors to audit and issue a report on our internal controls over financial reporting, undertaking significant IT, internal restructuring, corporate development or other
initiatives that may affect our internal control environment, may become more difficult and/or costly, particularly during periods when our internal controls over financial
reporting are undergoing audit. This may have an adverse effect on our business and/or our ability to compete with our competitors who are not subject to the Sarbanes-Oxley
Act.

As a UK listed company, we have been operating a control framework that involves regular self assessments of internal controls to ensure we meet existing
compliance requirements applicable to us under the Combined Code on Corporate Governance and the Turnbull Guidance on Internal Control. This control framework was
based on the criteria established in*“Internal Control - Integrated Framework” issued by the Committee of Sponsoring Organizations of the Treadway Commission
(“COSO"). Results of these assessments are reported twice ayear to our Audit Committee and our external auditors.

Given our commitment to continue to improve our internal control over financial reporting, and in anticipation of our listing on a U.S. stock exchange, we have been
implementing since early 2007 an enhanced control framework so that it will meet the requirements of Section 404 of the Sarbanes-Oxley Act by 31 December 2010. However,
since we have not yet completed our Section 404 testing and assessment work, thereisarisk that weaknesses could be identified that would require significant expenditures or
management attention to remediate.

During this enhancement exercise, we have identified some control weaknesses. However, appropriate compensating actions were taken to ensure that there was no
material misstatement in our financial statements as of and for the year ended 31 December 2008. We also have remediation plans in place which seek to ensure that these
control issues are resolved or otherwise mitigated by 31 December 2009 in line with the certifications to be provided under Section 302 of the Sarbanes-Oxley Act. The main
types of weaknesses identified to date and our remediation plans relate to:

. Evidencing of control operation:

Our enhanced control framework requires appropriate evidence of control operation to auditable standards and our remediation plans therefore include improved
authorisation and signature processes, formalised data capture and segregation of duties to ensure that sufficient evidence is retained to demonstrate effective
operation of controls;

. Maintaining appropriate access controls for information systems:

Our enhanced control framework is based on the criteria established by the IT Governance Institute, published in “IT Control Objectives for Sarbanes-Oxley” and
our remediation plans include implementing appropriate minimum control standards across all I T operations that support financial reporting;

- Robustness of certain controls, especially during the current economic turbulence (such as the controls over assumption setting used in the pricing of complex
investments):
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Our enhanced control framework requires greater robustness of these controls and our remediation plans include clarifying our valuation policy and expanding
the level of detail of controlswithin specific asset classes (including timely and robust property and derivatives valuations).

We cannot predict the final outcome of the Section 404 assessment and implementation process and whether significant additional changes will be required to our
internal controls over financial reporting. In the event we are unable to maintain or achieve compliance with Section 404 and other provisions of the Sarbanes-Oxley Act and
related rules, it may have a material adverse effect on us.

There areinherent funding risks associated with our participationsin defined benefit staff pension schemes.

We operate both defined benefit and defined contribution staff pension schemes. There are inherent funding risks associated with the defined benefit
schemes. Events could result in a materia reduction in_the funding position of such schemes and, in some cases, a deficit between the pension scheme's assets and liabilities
could increase. The factors that affect the scheme's position include: poor investment performance of pension fund investments; greater life expectancy than assumed;
adverse changes in interest rates; and other events occurring which make past service benefits more expensive than predicted in the actuarial assumptions by reference to
which funding requirements have been assessed. In the short term, the funding position is inherently volatile due to movements in the market value of assets. Where afunding
deficit or surplus arises the position will be discussed with the scheme trustees to agreement appropriate actions. This may include a funding plan being agreed to make good
the deficit over aperiod of years but could also include arange of other actions such as changes to member contribution rates, changes in future benefit accruals or closure of
schemes to new members. Any surplus or deficit in the defined benefit pension scheme will affect our shareholders' equity.

Wearereliant on I T systems and there arerisks that our current and legacy systems cannot be made to adapt to growth in the business or new styles of doing business.

Key IT initiatives may not deliver what is required either on time or within budget or provide the performance levels required to support the current and future needs
of the business. Significant resources are devoted to maintaining and developing our IT systems to keep pace with developments within the insurance and fund management
industries. Failure to do so could result in the inability to gather information for pricing, underwriting and reserving, and to attract and retain customers. We could also incur
higher administrative costs both from the processing of business and potentially remediation of disputes.

Our acquisitions may divert management attention and other resources and involve risks of undisclosed liabilities and integration issues.

In recent years we have completed a number of acquisitions around the world. We may make further acquisitions in the future. Growth by acquisition involves risks
that could adversely affect our operating results, including the substantial amount of management time that may be diverted from operations to pursue and complete
acquisitions. Our acquisitions could also result in the incurrence of additional indebtedness, costs, contingent liabilities, and impairment and amortisation expenses related to
goodwill and other intangible assets, all of which could materially adversely affect our businesses, financial condition and results of operations. Future acquisitions may have
a dilutive effect on the ownership and voting percentages of existing shareholders. We may also finance future acquisitions with debt issuances or by entering into credit
facilities, each of which could adversely affect our businesses, financial condition and results of operations. The businesses we have recently acquired include long-term
insurance and savings, general insurance and health and fund management. There could be unforeseen liabilities that arise out of the businesses we have acquired and may
acquirein the future which may not be covered by, or exceed the amounts of any indemnities provided to us by the sellers.
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Risksrelated to owner ship of the ADSsand Ordinary Shares
As a holding company, we are dependent on our operating subsidiariesto cover operating expenses and dividend payments.

Our insurance and fund management operations are generally conducted through direct and indirect subsidiaries. As a holding company, Aviva plc's principal
sources of funding are dividends from subsidiaries, shareholder-backed funds, the shareholder transfer from the Issuer’s long-term funds and any amounts that may be raised
through the issuance of debt and commercial paper. Certain subsidiaries have regulatory restrictions that may limit the payment of dividends, which in some circumstances
could limit our ability to pay dividends to shareholders. In the current economic environment, such restrictions could become more stringent.

Thetrading price of our ADSs and dividends paid on our ADSs may be materially adversely affected by fluctuationsin the exchange rate for converting sterling into U.S.
dollars.

An ADS is a negotiable U.S. security, representing ownership in one share. An ADR is denominated in U.S. dollars and represents ownership of any number of
ADSs. ADRs are publicly traded shares in a non-US corporation, quoted and traded in U.S. dollarsin the U.S. securities market. Any dividends are paid to investorsin U.S.
dollars. ADRs were specifically designed to facilitate the purchase, holding and sale of non-U.S. securities by U.S. investors. The term ADR is often used to mean both the
certificates and the securities themselves.

Fluctuationsin the exchange rate for converting pound sterling into U.S. dollars may affect the value of our ADSs. Specifically, asthe relative value of the pound
sterling against the U.S. dollar declines, each of the following values will also decline:

- the U.S. dollar equivalent of the pound sterling trading price of our ordinary shares on the London Stock Exchange which may consequently cause the trading price
of our ADSsin the U.S. to also decline;

- the U.S. dollar equivalent of the proceeds that a holder of our ADSs would receive upon the sale in U.K. of any our ordinary shares withdrawn from the depositary;
and

- the U.S. dollar equivalent of cash dividends paid in pound sterling on our ordinary shares represented by our ADSs.

The holders of our ADSs may not be able to exercise their voting rights due to delaysin notification to and by the depositary.

The depositary for our ADSs may not receive voting materials for our ordinary shares represented by our ADSs in time to ensure that holders of our ADSs can
instruct the depositary to vote their shares. In addition, the depositary’s liability to holders of our ADSs for failing to carry out voting instructions or for the manner of
carrying out voting instructions is limited by the Deposit Agreement governing our ADR facility. As aresult, holders of our ADSs may not be able to exercise their right to
vote and may have limited recourse against the depositary or us, if their shares are not voted according to their request.




Holders of our ADSswill have limited recourseif we or the depositary fail to meet our respective obligations under the Deposit Agreement.

The Deposit Agreement expressly limits our obligations and liability and those of the depositary. Neither we nor the depositary will beliableif either of us:

- areprevented from or delayed in performing any obligation by circumstances beyond our/their control;

- exercise or fail to exercise discretion under the Deposit Agreement; or

- take any action based upon the advice of, or information from, legal counsel, accountants, any person presenting ordinary shares for deposit, any holder or owner of
an AvivaPlc ADS or any other person believed by us or the depositary in good faith to be competent to give such advice or information. In addition, the depositary
has the obligation to participate in any action, suit or other proceeding with respect to our ADSs which may involve it in expense or liability only if it isindemnified.
These provisions of the Deposit Agreement will limit the ability of holders of our ADSsto obtain recourse if we or the depositary fails to meet their obligations under
the Deposit Agreement or if they wish to involve us or the depositary in alegal proceeding.

The holders of our ADSsin the U.S. may not be able to participate in offerings of rights, warrants or similar securitiesto holders of our ordinary shares on the same terms
and conditions as holders of our ordinary shares.

In the event that we offer rights, warrants or similar securities to the holders of our ordinary shares or distribute dividends payable, in whole or in part, in securities,
the Deposit Agreement provides that the depositary (after consultation with us) shall have discretion as to the procedure to be followed in making such rights or other
securities available to ADS holders including disposing of such rights or other securities and distributing the net proceeds in U.S. dollars to ADS holders. Given the
significant number of our ADS holdersin the U.S., we generally would be required to register with the SEC any public offering of rights, warrants or other securities made to
our ADS holders unless an exemption from the registration requirements of the U.S. securities laws is available. Registering such an offering with the SEC can be a lengthy
process which may be inconsistent with the timetable for a global capital raising operation. Consequently, we have in the past elected and may in the future elect not to make
such an offer in the U.S., including to our ADS holders in the U.S. and rather only conduct such an offering in an “offshore” transaction in accordance with “Regulation S’
under the U.S. Securities Act of 1933, as amended. Therefore, there can be no assurance that our ADSR holders will be able to participate in such an offering in the same
manner as our ordinary shareholders.

Our ADS and ordinary share price could be volatile and could drop unexpectedly and holders may not be able to sell their ADSs or ordinary shares at or above the price
they paid.

The price at which our ADSs and ordinary shares will trade may be affected by alarge number of factors, some of which will be specific to us and our operations and
some of which will be related to the insurance industry and equity markets generally. As aresult of these factors, you may not be able to resell your ADSs or ordinary shares
at or above the price which you paid for them. In particular, the following factors, in addition to other risk factors described in this Section, may have a significant impact on
the market price of our ADSs or ordinary shares:

- investor perception of our Company, including actual or anticipated variationsin our revenues, earnings or other operating results;
. announcement of intended acquisitions, disposals or financings or speculations of such acquisitions, disposals or financings;

- changesin our dividend policy, which could result from changes in our cash flow and capital position;

- sales of blocks of our shares by significant shareholders;
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- hedging activities on our shares;

- adowngrade of our credit or financial strength ratings, including placement on credit watch, or rumours of such downgrades;

- actual or potential litigation involving us or the insurance or fund management industries generally;

- changesin financial estimates and recommendations by securities research analysts;

- fluctuationsin foreign exchange rates and interest rates;

- the performance of other companiesin the financial services' sector;

- regulatory developmentsin the principal marketsin which we operate;

- international or local political, economic and market conditions; and

- unforeseen events such as natural disaster or terrorist attacks and other devel opments stemming from such events and the uncertainty related to these devel opments.

As a“foreign private issuer” inthe U.S. we are exempt from certain rulesunder the U.S. securitieslaws and are permitted to file lessinformation with the SEC than U.S.
companies.

As a“foreign private issuer,” we are exempt from certain rules under the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”), that impose certain
disclosure obligations and procedural requirements for proxy solicitations under Section 14 of the Exchange Act. In addition, our officers, directors and principal shareholders
are exempt from the reporting and “short-swing” profit recovery provisions of Section 16 of the Exchange Act and the rules under the Exchange Act with respect to their
purchases and sales of our ordinary shares and ADSs. Moreover, we are not required to file periodic reports and financial statements with the SEC as frequently or as promptly
as U.S. companies whose securities are registered under the Exchange Act. In addition, we are not required to comply with Regulation FD, which restricts the selective

disclosure of material information. Although we must comply with U.K. listing rules on insider reporting of share ownership and on protection of inside information, there may
be less publicly available information concerning us than thereisfor U.S. public companies.

Judgments of U.S. courts may not be enforceable against us.

Judgment of U.S. courts, including those predicated on the civil liability provisions of the Federal securities laws of the U.S. may not be enforceable in courts in the
United Kingdom. As aresult, our shareholders who obtain ajudgment against usin the U.S. may not be able to require us to pay the amount of the judgment.
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Limitations on Enforceability of Civil LiabilitiesUnder U.S. Federal Securities Laws

We are an English company. All of the experts named in this document are residents of the United Kingdom and not the United States. In addition, most of our
officers and directors are residents of the United Kingdom and not the United States. It may be difficult or impossible to serve legal process on persons located outside the
United States and to force them to appear inaU.S. court. It may also be difficult or impossible to enforce ajudgment of a U.S. court against persons outside the United States,
or to enforce a judgment of a foreign court against such persons in the United States. We believe that there may be doubt as to the enforceability against persons in the
United Kingdom, whether in original actions or in actions for the enforcement of judgments of U.S. courts, of civil liabilities predicated solely upon the laws of the United
States, including its federal securities laws. Because we are aforeign private issuer SEC registrant, our directors and officers will not be subject to rules under the Exchange
Act that under certain circumstances would require directors and officers to forfeit to us any “short-swing” profits realised from purchases and sales, as determined under the
Exchange Act and the rules thereunder, of our equity securities. However, under the Listing Rules of the U.K. Listing Authority, our directors must not deal in any of our
securities on considerations of a short-term nature.

Individual shareholders of an English company (including U.S. persons) have the right under English law to bring lawsuits on behalf of the company in which they
are a shareholder, and on their own behalf against the company, in certain limited circumstances. English law does not permit class action lawsuits by shareholders, except in
limited circumstances.
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Item 4

INFORMATION ON THE COMPANY
A.HISTORY AND DEVELOPMENT OF THE COMPANY
General

We are a public limited company incorporated under the laws of England and Wales. We are one of the world's leading global insurance groups. We are the fifth
largest insurance group in the world, based on gross written premiums for the 2008 year. We are one of the top five providers of long-term insurance and savings productsin
the U.K., Ireland, the Netherlands, Poland and Spain and one of the top ten providers of long-term insurance and savings productsin France, Italy and Romaniafor 2008. More
detail is provided within the operating segment review later in thisitem. We seek to grow our long-term insurance and savings businessesin the Asia Pacific and U.S. markets.
Our main activities are the provision of products and servicesin relation to long-term insurance and savings, fund management and general insurance.

Company Address
Our registered officeis St Helen's, 1 Undershaft, London EC3P 3DQ. Our telephone number is +44 (0)20 7283 2000.
Our History

The Group was formed by the merger of CGU plc and Norwich Union plc on 30 May 2000. CGU plc was renamed CGNU plc on completion of the merger, and
subsequently renamed Avivaplc on 1 July 2002.

CGU plc and Norwich Union plc were both major U.K.-based insurers operating in the long-term insurance business and general insurance markets. Both companies
had long corporate histories. CGU plc was formed in 1998 from the merger of Commercial Union plc and General Accident plc. Hand in Hand, which was incorporated in 1696,
was acquired by Commercial Union in 1905, which itself was incorporated in 1861. General Accident plc was incorporated in 1865. Norwich Union plc was founded as a mutual
society in 1797 and operated as such until 1997, when Norwich Union plc demutualised and became an English public limited company.

Between 2000 and 2002 we actively withdrew from lines of business and markets that did not offer the potential for market-leading positions or superior returns, or did
not otherwise meet our strategic objectives, principally through the disposal of property and casualty businessesin the U.K. London Market, the U.S., Australia, New Zealand
and certain European countries.

Since 2002, we have grown in part through carefully selected acquisitions, in particular the acquisitions of RAC in 2005 and AmerUs in 2006. Further details of recent
acquisitions, disposals and other significant actions and events are provided in Item 5, “Operating and Financial Review and Prospects— Factors Affecting Results of
Operations’.
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B. BUSINESS OVERVIEW

Our aimsand strategy

Our purpose is to bring “prosperity and peace of mind by helping customers grow their wealth and protect their assets and their health”. We aim to do this by

offering a superior range of long-term savings, investment and protection products in markets that we believe offer significant opportunities for growth. In addition, we aim to
provide a broad range of competitive motor, property, health and related insurance services to individuals and small to medium-sized enterprises in chosen markets. In
summary our five strategic priorities are:

Toincrease our customer reach through better understanding customer needs:

We sell our products in 28 countries in the way that our customers choose to buy them. We will continue looking for the right distribution in the right markets. We
believe we can get closer to our customers through better understanding their needs, which would further our goal to generate profitable sales, by providing products
and services that customerswant at afair price.

To manage the composite portfolio of long-term insurance and savings business, general insurance and health, and fund management:

We are fully committed to maintaining the composite nature of the group. We firmly believe in the benefits of life insurance, general insurance and fund management
as complementary parts of an overall business model that seeks to balance cash flow, returns and long-term value creation.

To allocate capital rigorously to provide the highest sustainable returns for our shareholders:

Capital management will continue to be a key focus for us going forward. We treat capital as a scarce resource, and strive to allocate capital to provide the highest
sustainable returns for shareholders. We continuously seek improvementsin capital structure and efficiency.

To build aglobal fund management business that will foster investment performance and create solutions:

We have significant fund management functions across the Group. These businesses have historically been managed separately and we are now bringing them
together in a global fund management business, Aviva Investors, in order to capitalise on existing strengths around the world and leverage those strengths in key
product and specialist areas. Our goal isthat Avivalnvestors will foster investment performance and create solutions under a single brand across the world, with an
increased focus on obtaining new external clients.

To boost productivity to increase our competitiveness, improve our services and deliver higher value to our customers:

We constantly look for ways to boost our productivity, to support our sustainable growth, increase our competitiveness, improve our services and deliver higher
value to our customers. Working together as“one Aviva’, we deliver operational excellence through shared services, shared knowledge, rationalised systems and
effective outsourcing.
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Our Business
Overview

Our principal activity isthe provision of financial products and services, focused on the following lines of business: long-term insurance and savings business, fund
management and general insurance and health.

Our business is managed on a geographic basis through a regional management structure based on four regions, U.K., Europe, North America and Asia Pacific. The
four regions function as five operating segments as, due to the size of the U.K. region, it is split into two operating segments, U.K. Life and U.K. General Insurance, which
undertake long term insurance and savings business and general insurance respectively.

Aviva Investors, our fund management business and sixth operating segment, operates across all four regions providing fund management services to third party
investors and to our long-term insurance business and general insurance operations.

Our geographic operating segments offer the following lines of business to agreater or lesser extent:

Long-term insurance and savings business

Long-term insurance and savings business accounted for over 70% of our total business based on sales for the year ended 31 December 2008. We aim to grow this
business aggressively and profitably by building strong positions in our chosen markets. We reported total long-term insurance and savings new business sales of £36.2
billion and investment sales of £4.0 billion for the year ended 31 December 2008.

Market position

In the U.K. we have a market share of approximately 11% based on annual premium equivalent (“APE") for the year ended 31 December 2008 according to the
Association of British Insurers (“ABI”). APE is a recognised sales measure in the U.K. and is the total of new annual premiums plus 10% of single premiums. Long-term
insurance and savings productsin the U.K. represented 26% of our worldwide sales for the year ended 31 December 2008.

Long-term insurance and savings products from our European businesses (excluding the U.K.) represented 35% of total Group worldwide sales for the year ended 31
December 2008.

In North America the purchase of AmerUs in the United States was completed on 15 November 2006 for consideration of £1.7 billion. This operation has been
rebranded to trade as Aviva USA and is ranked first in both fixed indexed life and fixed indexed annuity products in 2008, according to LIMRA and Annuity Specs.

In the AsiaPacific region we operate in nine countries with businesses at different stages of development.
Brands and Products

Up to June 2009, in the U.K. we operated under the Norwich Union brand. In June 2009, Norwich Union became Aviva. Throughout Europe and the rest of the world,
we operate under the brand name “Aviva,” except in Ireland, Poland and the Netherlands, where we operate under the names Hibernian, Commercial Union Polska, and Delta
Lloyd, respectively. The businesses in Poland and Ireland started their name change process in late 2008, moving to Commercial Union Aviva and Hibernian Aviva
respectively asan initial step before adopting fully the Avivaname. The brand in the Netherlands, Delta LIoyd, will remain unchanged.
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Our long-term insurance and savings businesses offer a broad range of life insurance and asset accumulation products. Our products are split into the following
categories:

®  Pensions - a means of providing income in retirement for an individual and possibly his or her dependants. Our pension products include personal and group
pensions, stakeholder pensions and income drawdown.

® Annuities - atype of policy that pays out regular amounts of benefit, either immediately and for the remainder of a person's lifetime, or deferred to commence from a
future date. Immediate annuities may be purchased for an individual and his or her dependents or on a bulk purchase basis for groups of people. Deferred annuities
are asset accumulation contracts, which may be used to provide benefitsin retirement, and may be guaranteed, unit-linked or index-linked.

®  Protection - an insurance contract that protects the policyholder or his or her dependants against financial 10ss on death or ill-health. Our product ranges include term
assurance, mortgage lifeinsurance, flexible wholelife and critical illness cover.

®* Bonds and savings- accumulation products with single or regular premiums and unit-linked or guaranteed investment returns. Our product ranges include single
premium investment bonds, regular premium savings plans, mortgage endowment products and funding agreements.

®  Other, which includes equity release and structured settlements.

®* Investment sales comprise of retail sales of mutual fund type products such as unit trusts, individual savings accounts (“ISAs") and Open Ended Investment
Companies (“OEICS").

Some of our insurance and investment contracts contain a discretionary participating feature, which is a contractual right to receive additional benefits as a
supplement to guaranteed benefits. These are referred to as participating contacts.

Fund management

The fund management businesses manage the funds of Aviva's general insurance and long-term insurance and savings operations and provide investment
management for institutional pension funds, as well as developing and selling retail investment products. Our main brand for fund management is Aviva Investors. The main
fund management operations are in the U.K., France, the Netherlands, Ireland, the U.S. and Australia. All sales of retail fund management products are included in our long-
term insurance and savings business sales.

Market position

Aviva Investors is ranked 34th globally and 3rd based in the United Kingdom by assets under management, according to Cerulli Associates’ December 2007 ranking
of asset managers by assets under management. Aviva Investors operates under asingle brand in fifteen countries across our regions of the U.K., Europe, North America and
Asia Pacific. The other fund management businesses of Aviva comprise our Aviva UK Life retail investment business and our collective investment business with the Royal
Bank of Scotland Group in the U.K., Delta Lloyd in the Netherlands and our Navigator wrap administration business in Australia and Singapore. Total worldwide funds
managed by Avivamanagers at 31 December 2008 totalled £354 billion, the substantial majority of which currently relatesto Aviva'sinsurance and savings operations.
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Brands and products

Our business in the U.K. manages investments including equities, fixed income, property, hedge fund and socially responsible investments (“SRIs’) on behalf of
institutional, pension fund and retail clients. We also sell retail ISASs, unit trusts, OEICs and structured products under the Aviva Investors and the Royal Bank of Scotland
Group (“RBSG") brands.

General insurance and health

General insurance and health insurance together accounted for 22% of our total sales for the year ended 31 December 2008. In the year ended 31 December 2008, we
reported general and health insurance net written premiums of £11.1 billion.

Market position

We are the leading general insurer in the U.K. and Ireland based on gross written premiums for the year ended 31 December 2007 and we are one of the top five
general insurers in Canada and the Netherlands, as based on gross written premiums for the year ended 31 December 2007. The Group has other European general insurance
operationsin France, Italy, Poland and Turkey, and in Asia Pacific we sell general insurance and health products in Malaysia, Singapore and Sri Lanka.

In the year ended 31 December 2008, 49% of our total general insurance and health business was written in the U.K., operating under the Norwich Union brand.
Brands and Products

Our general insurance business currently operates under different brand names, with Delta Lloyd in the Netherlands, Commercial Union in Poland and Hibernian in
Ireland and the RAC in the U.K. Our main general insurance operation in the U.K. and the othersin Europe, Canada and Asia Pacific operate under the Aviva brand. Over 2009
and 2010, the businesses in the U.K., Ireland and Poland will transition across to the Aviva brand as part of aglobal branding exercise. RAC in the U.K. and Delta Lloyd in the
Netherlands will remain unchanged.

Our general insurance business concentrates on personal lines and commercial lines insurance (specifically, the needs of small and medium businesses) through the
provision of motor, household, travel, creditor, commercial liability and commercial property coverage. Our health insurance business concentrates on private heath
insurance, income protection and personal accident insurance, aswell as arange of corporate healthcare products.

Distribution

We have various distribution agreements with bancassurance partners and joint ventures across many markets in which we operate. The agreements contain similar
terms and depending on our line of business in that market offer long-term insurance products, general insurance and health products, asset management services or a
combination thereof. The agreements have a defined contract term, frequently with the option to extend. In return for offering our products to their customers, the bank or joint
venture partners receive a commission as a percentage of sales and in some cases achieve extracommission if agreed target levels of sales are met. Certain agreements have a
profit sharing element based on a predetermined percentage. The success of the agreement is regularly monitored against certain performance indicators which are those
typically used by the management of the business. In some cases, if the agreed targets are not met, the terms of the contract can be renegotiated, typically with respect to the
level of commission or profit sharing percentage. Under joint venture agreements, the costs of running the venture are often split between the partners.
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Operating Segments

Each operating segment has a member of our Executive Management Team who is responsible for it and who is accountable to the Group Chief Executive for the operating
performance of his or her segment. The full membership of our Executive Management Team is identified under Item 6, “ Directors, Senior Management and Employees’. This
structure for our operating segments is intended to ensure the Group’s ability to take advantage of market opportunities, improve speed of response, eliminate duplication of
effort, and encourage the sharing of best practice in the interests of our customers and shareholders, while providing local knowledge.

The tables below present our consolidated sales and adjusted operating profit for the six months ended 30 June 2009 and 2008, and the years ended 31 December 2008, 2007
and 2006.

Sales Six months ended Y ear ended 31 December
2009 2008 2008 2007 2006
£m £m £m £m £m
United Kingdom 7,451 9,682 18,756 20,445 19,812
Europe 11,369 11,773 21,806 20,488 17,812
North America 4,078 2,998 7,316 5,058 2,284
AsiaPacific 1,470 1,961 3,499 4,283 3,059
Total sales 24,368 26,414 51,377 50,274 42,967
Total net written premiums 17,908 17,046 34,365 29,333 27,234
Adjusted Operating Profit Six months ended Y ear ended 31 December
2009 2008 2008 2007 2006
£m £m £m £m £m
United Kingdom 613 670 1,264 1,126 1,814
Europe 607 614 1,141 1,197 1,031
North America 103 102 149 229 161
AsiaPacific 63 15 36 37 50
Avivalnvestors 36 61 114 147 112
Other (373 (239) (407) (520) (541)
Total adjusted operating profit 1,049 1,223 2,297 2,216 2,627
Total (loss) / profit beforetax 940 (21) (1,300) 1,832 2,994

For a reconciliation between sales and net written premiums and adjusted operating profit and profit before tax see Item 5, “Operating and Financial review and Prospects —
Financial Highlights — Non GAAP measures”.




United Kingdom — Life
Business overview and strategy

Our U.K. life insurance business is a leading long-term insurance and savings provider in the U.K. with a market share of 11% based on 2008 ABI returns. Our main
operations are based in York though we have a significant presence in Norwich, Eastleigh, Bristol and Sheffield. We also have outsourcing relationships with a number of
partnersincluding Swiss Re, Scottish Friendly and International Financial Data Services (IFDS) in the UK, and WNSin India. We employ over 8,500 people and have more than
7 million customers as at 31 December 2008.

We believe that we provide a broad product offering, with a wide distribution reach throughout the U.K. We identify brand, financial strength, with-profits
performance, investment performance and rates on protection products as our key strengths.

Our core strategy is to leverage our extensive distribution network and customer base to increase profits in a mature but evolving marketplace. We seek to grow in
line with the U.K. market while maintaining or enhancing our margin. To achieve this, our strategy includes the rigorous use of capital, increasing customer reach, boosting
productivity and exploiting the composite model to sell aportfolio of life, pensions and savings products.

We aim to maintain market |eadership through balanced distribution and broad product mix, improved customer retention and the simplification of processes, services
and costs.

Market and competition

The U.K. long-term insurance market is highly competitive. However, there is a potential annual savings gap of some £30 billion, the difference between what an
individual savestoday, and what they need to save in order to pay for acomfortable standard of living in retirement, as well as apotential protection gap of £2.5 trillion, which
isthe difference between the life insurance and financial protection cover an individual has and the amount they need to meet their needs, according to the ABI and Swiss Re
respectively. We believe these shortfalls offer significant opportunities for the long-term insurance companies within this market in the coming years.

In 2008 the long-term insurance and savings markets have been affected by the turbulent economic conditions, slowdown in the housing market and regulatory
impacts, such as changes to capital gains tax and the ongoing reviews of the payment protection insurance market.

We consider our main competitors to be Prudential, Legal & General, AEGON, Standard Life and Lloyds Banking Group. The principal competitive factors for our life
insurance businessin the U.K. are:

L] Range of product lines and quality of products on offer
n Strength of distribution channels

n Pricing

n Brand strength and customer advocacy

n Focus on customer and quality of service

] Financial strength and ratings

. Investment management performance




Products

We provide an extensive product range in the U.K. which covers pensions, annuities, protection, bonds and savings and equity release products, as well as
investment products. We hold top-three positionsin each of our key markets of savings, protection, and annuity products based on APE in 2008 according to ABI returns.

We write both with-profits and non-profit business. With-profits business means that policyholders are entitled to at least 90% of the distributed profits, with
sharehol ders receiving the balance. Non-profit business means that shareholders retain 100% of the distributed profits.

The with-profit products share profits and losses of the with-profit fund with its investors. This is achieved through a system of bonuses. In deciding the regular
bonuses Aviva aims to smooth the return of the policyholder’s plan. As bonuses are added to the plan, valuable guarantees build up. These guarantees are unique to with-
profitsinvestments. At the close of the plan the investor receives aterminal bonus based on the performance of the fund.

We provide a number of traditional life insurance products including level life, decreasing life and guaranteed whole life insurance, guaranteed lifelong protection
plans and critical illness cover products.

Our savings and investment products include ISAs, investment bonds, funds, base rate trackers, capital protected plan and with-profits products.

The pensions and retirement products we offer include stakeholder, personal pensions, equity release, annuities, income drawdown and with-profits products. Our
annuity offerings include immediate life, enhanced pensions and with-profit pension annuities. The with-profit products cover stakeholder, annuities and pensions.

Distribution

We believe we are aleading provider in the U.K. financial adviser market, with the majority of our sales through independent financial advisers and with a successful
joint venture with the Royal Bank of Scotland Group, strong relationships with a number of building societies, distribution deals with the Co-operative Insurance Society and
the Post Office and growing corporate and direct channels.

The majority of our products are sold through independent financial advisers (“IFAS”). Thisis particularly the case for our savings and investment products as
customers seek advice due to the complex nature of the products, the regulation surrounding them and the need for these products to meet the individual circumstances of the
customer.

United Kingdom — General Insurance
Business overview and strategy

Our U.K. general insurance business currently operates in the U.K. through two major brands, Aviva (which was changed from Norwich Union in June 2009) and the
RAC. The combined business is the leading general insurer in the U.K. for 2007, with a market share of 14% according to Datamonitor. We focus on personal and SME (small
to medium enterprise) insurance and are also a leading provider of roadside assistance through the RAC, as voted by the JD Power survey since 2006. We operate from a
number of locationsinthe U.K., Indiaand Sri Lanka




We aim to maintain our market leading position through product simplification and underwriting excellence. Our strategy is to focus on insurance fundamentals to
maximise returns through the insurance cycle. We seek to control the impact of claims inflation, provide excellent customer service and have disciplined underwriting and
pricing. To thisend, we are in the process of transforming our customer service centres and simplifying our policy range.

Market and competition

The U.K. isthe third largest insurance market in the world according to the ABI based on data for 2008. In 2008, the top four companies had approximately 35% of the
general insurance market share, based on gross written premiums, according to figures derived from Datamonitor.

Insurance profitsin the U.K. general insurance market are cyclical in nature and after alengthy period of soft market conditionsin commercial lines, characterised by
high competition and falling prices, we saw in late 2008 and early 2009 tentative signs of hardening, although rate increases remained below the level of claimsinflation at the
end of 2008. There were also early signsthat personal lines rates were starting to harden.

In 2008, we believe the proportion of customers buying insurance on-line has continued to increase and this is now a major distribution channel. In particular we
believe that internet price comparison sites for personal motor insurance have again grown their market share as customers seek price transparency.

We consider our main competitors to be RBS, RSA, AXA, Zurich, Allianz, and Admiral Group. The principal competitive factors for our general insurance businessin
theU K. are:

] Range and quality of products

] Distribution channels

n Pricing

n Brand association

] Customer satisfaction, claims handling
Products

We provide arange of general and health insurance products focused on personal and small business customers. We hold top positions in both the personal and
commercial lines markets for 2008, according to Datamonitor. Our general insurance business mix is approximately 60% personal lines and 40% commercial lines.

Our general insurance products include personal motor, home, travel insurance, identity theft protection, creditor, commercial motor, commercial property and
commercial liability insurance. We also offer health insurance and personal accident insurance.

Our motor insurance product range includes cars, motorcycles and vans. We also offer motor and personal injury insurance.
Our home insurance products include building and contents insurance and home emergency cover.
Our health insurance products include individua private health insurance, income protection and business products. Our business products address corporate

healthcare and include private medical insurance for the workforce, group risk and occupational health services.
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Our personal accident insurance range includes accidental death benefits, accidental disability insurance, family personal accident plans and hospital cash plans.
Distribution

We have a multi-distribution strategy. Our personal products are sold directly to customers over the phone and through our website www.aviva.com, via brokers and
through over 100 corporate partnerships. For commercial insurance, we focus on broker distribution and believe that independent brokers remain the best source of the advice
required by small to medium enterprise customers.

Europe
Regional overview and strategy

We are one of the leading providers of life and pension products in Europe (excluding the U.K.), based on 2007 gross written premiums according to the Comité
Européen des Assurances (“CEA”), a European insurance and reinsurance federation. We also have a strong presence in the general insurance markets of Ireland and the
Netherlands. Today, Aviva Europe sells a broad range of productsin 15 countries across Europe. We serve customers through a variety of distribution channels, including 31
bank partners, more than 5,000 brokers and agents, and a direct sales force of more than 8,500 consultants as at 31 December 2008.

We have substantial operations in France, Italy, Ireland, the Netherlands (in which we include Germany and Belgium), Poland (in which we include Lithuania) and
Spain, where in each case the long-term insurance businessis the main focus. In addition we have large general insurance businesses in Ireland and the Netherlands, as well as
smaller general insurance businesses in France, Italy and Poland. Fund management operations exist in the Netherlands, France, Ireland, Poland and Romania. The fund
management operations in France, Ireland, and Romania are managed by Aviva Investors, see“— Business Overview — Avivalnvestors”. Following early successin Poland,
we have been building our long-term insurance and savings business in high growth markets in central and eastern Europe, and now have businesses in the Czech Republic,
Hungary, Lithuania, Romania, Russia, Turkey and adistribution in Slovakia.

We aim to capture new opportunities created by market change, such as pension reform, and we intend to leverage our scale across the region in order to achieve
growth in new business sales.

Our priorities for achieving growth are to enhance profitability through increased efficiency and productivity across the region, particularly in western Europe, and to
exceed industry market growth in central and eastern Europe.

Market and competition

The region is split between mature western European markets with high wealth and insurance penetration and rapidly growing developing markets of central and
eastern Europe. We expect to see growth of the European long-term insurance and savings market above GDP growth over the next decade as a result of the ageing population
and the developing marketsin the central and eastern Europe region.

Competitive intensity and market consolidation varies across the region depending on the size and stage of development of each market. Our competitors comprise a
mixture of large pan-European insurers, such as Allianz and AXA, and local insurers, such as Powszechy Zaxlad Ubezpieczan (“PZU”) in Poland and CNP Assurances (“CNP”)
in France. Across the region consolidation is low; in the long-term insurance and savings business, the top insurers hold only 25% of the market as based on net written
premiums in 2007 according to Axco Insurance Information Services (“Axco”). The largest insurers in the long-term insurance and savings and non-life insurance market
across Europe (excluding the U.K.), in terms of turnover, are Allianz, Generali and AXA according to the CEA and we have a 3.0% market share in the overall European
insurance market, which makes us sixth largest according to the CEA. In the European life insurance and pensions market we have a 4.2% market share, which makes us the
fourth largest according to Axco.
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We consider our competitive factorsin the European region (with such factorsto agreater and lesser extent for mature and rapidly devel oping markets) to be:

] Bancassurance partnerships

] Multi-distribution model

n Position in large emerging markets (Russia, Poland, Turkey)

N Range of products and services

L] Global scale

] Depth of technical expertise across region and ability to transfer to devel oping business units
] Europe wide approach to distribution management, product development and support functions
n Pricing

n Brand strength and customer advocacy

n Focus on customer and quality of service

n Financial strength and ratings

. Investment management performance

France
Business overview and strategy

Aviva France is one of the top ten long-term insurance and savings businesses in France based on 2007 technical provisions, according to the Fédération Francaise
des Sociétiés d' Assurances (“FFSA"). We offer a range of long-term insurance and savings products, primarily for individuals, which focus on the unit-linked market. We
have a partnership with the Association Francaise d’'Epargne et de Retraite (“AFER”), which is the largest retirement savings association in France. Aviva France operates
through two main companies: AvivaVie and Aviva Direct.

Our general insurance business in France has a 2% share of the market as based on 2007 premium income according to L’ Argus de L’ Assurance. We predominantly
sell personal and small commercial lines insurance products through an agent network and our direct insurer, Eurofil. Eurofil is the second-largest direct salesinsurer in France,
based on total written premiums according to the FFSA, and it sells motor, home and health insurance. Direct sales to private customers are conducted through the internet
and by telephone.

Our strategy for Aviva France is to continue the diversification and growth of our business and to maintain our profitability at a high level. We seek to accomplish
these goal's through our distribution expertise, innovation of products and services, greater communication and brand visibility.

48




Market

We believe that the long-term insurance and savings market in France has |ong-term growth potential due to the ageing population and need for private pensions. We
believe that the recent volatility in the market has affected sales as some consumers are lacking confidence in long-term investments, preferring safer forms of investment while
they await arecovery in financial markets.

Recent changes in the inheritance tax system have eroded the long-term insurance tax advantages compared to other asset accumulation businesses, which has
impacted our individual single premium savings product and undertakings for collective investment in transferable securities (“UCITS").

We believe that the general insurance market in France is mature, showing signs of saturation and increased competition. In this market we aim to offer competitive
pricing and awide range of products and services.

Products

Aviva France long-term insurance and savings business sells mainly protection and bonds and savings products. These include life insurance, euro-linked savings
products, unit-linked savings products. We are the sole distributor of AFER products, which includes unit-linked and euro-linked products.

Euro-linked savings products are traditional savings products with an agreed duration, a minimum guaranteed credit rate and a profit sharing mechanism to pass part
of the excessreturn to policyholders. Unit-linked savings products return all investment returns earned on policyholder assets directly back to the policyholder.

Aviva France's general insurance business sells personal and small commercial insurance including motor, home, commercial, agricultural and construction products,
aswell as health insurance.

Distribution

Aviva France sells products through a complete range of distribution channels, including approximately 1,800 branch staff, 400 insurance advisers, more than 1,000
active partner brokers, as well as Aviva Assurances 875-member network. It has partnerships with AFER, the Union Financiére de France (“UFF") network of financial
advisers, Médéric, and a bancassurance partnership with Crédit du Nord, a subsidiary of Société Générale, which gives Aviva access to 1.4 million customers through
approximately 760 branches as at 31 December 2008. We also have direct sales to private customers through the internet and by telephone.

AFER is a market reference savings association, which we believe has strong customer loyalty. AFER products are sold through Epargne Actuelle, an Aviva Vie
network and other brokers and makes up approximately 47% of our total French life salesin 2008.

We aso have ajoint venture with Crédit du Nord called Antarius. We have exclusive rights to distribute Antarius-branded life products, which include protection,
and unit-linked bonds and savings products, through Crédit du Nord bank branches.
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Ireland
Business overview and strategy

We believe our Hibernian group is Ireland's leading multi-line insurer with more than one million customers. Asthe initial part of the move to aglobal Avivabrand, the
business was renamed Hibernian Aviva in early 2009. Hibernian Aviva provides long-term insurance and savings products, investment management (which is managed by
Aviva Investors), general insurance and health insurance products. Hibernian Aviva Life had a 17% share of the Irish long-term insurance and savings market in 2007 based
on gross written premiums according to the Irish Insurance Federation (“1IF"), and is the third largest life and pension provider in Ireland. Our general insurance businessis
thelargest in Ireland, with a market share of 20% in 2007 according to Axco.

Our strategy in our life business in Ireland is to maximise market opportunities through re-energising the broker distribution channel and pushing forward new
initiatives with our bancassurance partner Allied Irish Bank (“AIB”) such as developing products with attractive safety features to meet customer needs when investment
markets are more volatile. In our general insurance business we aim to take advantage of opportunities to grow our business through building innovative products, increasing
scale and exploiting distribution advantages.

In January 2006, our Hibernian group acquired a 75% interest in Ark Life Assurance Company Limited from Allied Irish Banks plc (“AIB”) for atotal consideration of
£322 million, which consisted of both sharesin Hibernian Life Holdings Limited and cash.

In May 2008 we acquired 70% of VIVAS Health (now renamed Hibernian Aviva Health). We believe that this initiative presents significant growth opportunitiesin a
new market sector and extends our existing partnership with AIB who own the remaining 30% of this company.

Market

The life insurance market in Ireland is largely consolidated with approximately 70% of the market share being held by the top three providers, including Hibernian
Aviva, according to areport by IFF based on 2007 gross written premiums. Price competition in the market continues to increase, with focus increasingly on market share. We
believe that customers have moved away from traditional life productsin Ireland because of volatility in the stock markets and a slowdown in the housing market in 2008.

We believe that the general insurance market in Ireland continues to be very competitive for both personal and commercial lines business and there is continued
downward pressure on premium rates.

Products

Our long-term insurance and savings business offers a comprehensive range of protection, bonds and savings and pension products. The protection products
include single, dual and joint life insurance, mortgage protection, specified illness and guaranteed whole life cover products. The pension range covers retirement and
investment products including government promoted personal retirement savings account (“PRSA”) schemes.

Our general insurance and health businesses provide a wide range of products including property, motor, travel, farm and business insurance. Our motor businessis
more focused on personal lines, while our property businessis primarily commercial lines.
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Distribution

We believe that Hibernian Aviva has a wide range of distribution channels in the Irish market. Customers can purchase Hibernian Aviva products through
intermediary channels such as brokers, corporate partners and through retail channelsincluding call centres, a nationwide branch network and the internet.

Our long-term insurance and savings products are distributed through a broker network and our bancassurance partnership with AIB. This partnership gives us
access to more than 260 branches. Hibernian Avivaalso provides branded products for anumber of financial institutions.

The majority of our general insurance businessis sold through brokers, with an increasing proportion offered by direct and corporate partners.
Italy
Business overview and strategy

Aviva ltaly is the country’s sixth-largest life insurer, with a market share of 6% in terms of 2007 gross written premiums according to Associazione Nazionale frale
Imprese Assicuratrici (“ANIA™) and has over 1.6 million customers. We also have a stake in Banca Network Investimenti, a 900-member financial adviser network.

Our strategy isto continue to work with our partners on new products, suited to the current markets, to develop our bancassurance relationships and to expand our
customer reach, through customer penetration and expanding our distribution reach.

Market

In the Italian life market, the top six providers had just under 70% of the market at the end of 2007, according to a report by ANIA. While the market has been
reasonably stable over the last 5 years, it shrunk slightly in 2007, with total market premiums at about €61 billion for the year, according to ANIA.

In the Italian market, we believe that many consumers prefer investment products from well established long-term insurance companies aslong term savings vehicles.
We also think that consumers prefer developing a personal relationship with the bank distributing products through one-to-one contact. Internet and telephone channelsare
not widely usedin Italy.

Inthe last few years the Italian government has introduced legislation to break the exclusive relationship between general insurance companies and their ‘tied’ agents
and therefore widening the availability of general insurance products from different insurers. This has opened up the general insurance market place and increased
competition from different channels.

Products

Our long-term insurance and savings business offers a wide range of products covering protection, bonds and savings and pensions. The largest segment is single
premium and regular premium savings and investment products. These include unit linked policies linked to arange of investment funds and profit sharing policies where there
isaminimum annual return credited to the policy, with the potential for an additional bonus. Also we provide index-linked products where there is typically some protection of
capital at the end of the policy term and a pay-out linked to the performance of an index or basket of shares.
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A growing area of the market is credit protection insurance, where protection on death and disability is provided for mortgages and credit loans. Individual and group
pension plans are also available and this part of the market is expected to grow in the long-term given the ageing population and government reforms to reduce the cost of
state retirement provision.

Our general insurance business in Italy mainly provides motor and home insurance products to individuas, as well as small commercial risk insurance, including
marine, to businesses. For reporting purposes the Italian general insurance businessis shown under the line “ Other Europe” in the general insurance segment.

Distribution

Our products are distributed principally through bancassurance partnerships with UniCredit Group, Banco Popolare Italiana Group (“BPI"), Banca Popolari Unite
(*“BPU"), Unione di Banche Italiana (“UBI”) and Banca Delle Marche (“BdM”). The agreement with BdM ended in May 2009.These partnerships give us access to more than
6,000 branches and additionally we also have 800 insurance agents and access to approximately 5,800 sales advisers.

In December 2007, Aviva Italy entered into an exclusive long term partnership with Banco Popolare and acquired a 50% interest in Avipop Assicurazioni, a general
insurance company, for atotal consideration of £188 million. This replaced our previous agreement with BPI to distribute long-term insurance and savings products.

In 2007, we also purchased, together with other investors, a stake in Banca Network Investimenti, a 1,000-member financial adviser network, from BPI. We believe that
this network will further extend and diversify our distribution reach in the market for long-term insurance and savings business.

In 2008, we acquired 50% plus one share in UBI Assicurazioni Vita S.p.A. (“UBI Vita"). UBI Vita distributes life insurance products through Banca Popolare di
Ancona and other channels and further expands our distribution capability and customer base.

We distribute general insurance products primarily through agents and brokers, with a growing proportion of bancassurance sales.
Netherlands (including Ger many and Belgium)
Business overview and strategy

The Delta Lloyd group operates in the long-term insurance and savings, general insurance and health and the fund management markets in the Netherlands, Germany
and Belgium. The group employs about 6,500 staff as of 31 December 2008.

Delta Lloyd is one of the top three general insurance providersin the Netherlands for 2007 based on gross written premiums according to an analysis on competitor
press releases. In December 2007, we agreed to the sale of our health operationsto O.W.M CZ Groep Zorgverkeraar U.A (“CZ") with effect from 1 January 2009. This has given
us an opportunity to sell long-term insurance and savings, and general insurance products to CZ’s existing customer base from January 2008.

In March 2007, the Delta Lloyd group acquired the Erasmus group, which writes both general insurance and long-term insurance and savings business, for a
consideration of £54 million. On 30 June 2008, Delta Lloyd completed the acquisition of Swiss Life Belgium for a consideration of £112 million, and we believe this further
strengthens the Group’s position in the Belgium long-term insurance market.
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Delta Lloyd Asset Management manages investments both for Delta Lloyd's own insurance operations and for third parties, including individual and institutional
customers. In addition to managing equity and fixed interest funds, our operations include management of a property portfolio.

Delta LIoyd group aims to be one of the leading financial service providers in the Netherlands, Germany and Belgium. To achieve this goal, our business is focused
on achieving operating efficiencies and product and distribution innovation, while building the trust of our customers through improving customer service and strengthening
financial disciplines.

Market

We believe that the Dutch insurance market is mature and that cost reduction and economies of scale are becoming increasingly important. We believe that customers
require suppliers to increase transparency through value-for-money high performing products. We are also seeing increasing levels of legislation, for example, in the areas of
customer protection and new compensation rules for brokers.

The Dutch savings market is extremely competitive with banks now able to offer retirement products on the same terms as insurers. In addition, the 2007 industry
review of charges on unit-linked insurance policies, combined with volatile equity markets, has reduced demand.

In the general insurance market there is increasing competition on premium rates, particularly in the key motor account.
Products

The long-term insurance and savings business of Delta Lloyd offers a range of protection, bonds and savings and pensions services, including group pension
schemes, annuities, unit-linked bonds, savings products and protection insurance.

Our general insurance business sells a range of products including personal, motor, travel and home insurance and small commercial policies as well as health
insurance.

Distribution

Delta Lloyd operates under three brands: Delta Lloyd, OHRA and through a joint venture with ABN AMRO. In the Netherlands the Delta Lloyd brand works
exclusively with independent insurance intermediaries, while OHRA focuses on direct channels such as telephone, internet and mail.

Delta Lloyd's third brand comprises a joint venture with ABN AMRO, reaching customers through the extensive distribution networks of ABN AMRO Bank. Our
long-term insurance and savings, general insurance and health products have been sold through our joint venture with ABN AMRO Bank since a bancassurance agreement
was signed in 2003.

The general insurance businesses distributes through a variety of channels, including intermediaries and direct business, and through our bancassurance joint
venture with ABN AMRO Bank. In 2008 we launched iZio, awebsite that sellslow cost bundled non-life products such as motor, home and travel insurance.

Mutual funds are sold through third party banks such as ABN AMRO, ING and Rabobank.
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Poland (including Lithuania)
Business overview and strategy

Our operations in Poland and Lithuania provide long-term insurance and savings products. Our businesses have a 4,000-member direct sales force, with 66 sales
offices across the country as at 31 December 2008.

Our Polish life operation is the market leader for individual life products and unit-linked insurance, and the second-largest overall life insurer, with amarket share of
12% based on total premium income as at September 2008 according to the Polish Financial Supervision Authority (“KNF"). It has more than 1 million individual and group
customers and manages over £2 billion of customers' assets. The pension business has been leading the second-pillar pension fund market since its launch in 1999, with a
market share of around 21% and almost 3 million customers and over £8 billion of assets under management, according to KNF. Second pillar pension funds are those privately
managed, first pillar are the pay-as-you-go state pensions and third pillar are voluntary contributions.

Our long-term insurance strategy is to expand our distribution network, particularly in the direct channel, and to also develop other alternative points of contact for
potential clients, for example, bancassurance. We seek to capitalise on our new product launches and maximise cross selling opportunities. Our product strategy for pensions
isto retain our status as the market leader in terms of customers and assets.

Our general insurance business in Poland commenced in 1997 and continues to develop. In 2007 we launched a direct motor insurance product in order to pursue
further potential for growth in this dynamic market. For reporting purposes the general insurance business is shown within “Other Europe” in the general insurance segment.

Market

The Polish market for protection products has seen significant growth since 1999, although penetration rates remain relatively low according to our analysis of KNF
statistics. Insurance companies in Poland are either state-owned or private, with the public sector companies continuing to have a strong share of the market. The private
companies are often under the control of international insurers.

In 1999, Poland launched a comprehensive reform of its state pension system and created privately managed funds. This enabled private companies to offer pension
products and made it obligatory for all employees under 30 years old to join one of the competing pension funds.

The general insurance market is continuing to grow, although at a slower rate than the long-term insurance and savings market. The general insurance market is
mainly driven by the motor insurance market. Distribution has been dominated by direct sales force and agents, however direct sales are now growing.

Products

Our life business in Poland provides a broad range of protection, annuities and bonds and savings products. For individuals it offers unit-linked life policies,
annuities, single-premium savings and, for institutions, group life insurance and employee pension programmes, which are both unit-linked products.

Our pension business offers a standard product for all customers as part of the privately managed pensions market.
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We offer general insurance products to both institutions and individuals in Poland. For institutions we offer selected commercial lines risks such as fire and 1oss-of-
profit insurance, technical insurance, insurance against loss of property during transportation, civil liability insurance and commercia health insurance. For individuals we
offer home, accident and travel insurance, which are primarily sold by tied agents, whilst motor insurance is sold through our direct operation.

Distribution

The direct sales force isthe main distribution channel for most of the Poland group and is made up of some 4,000 tied insurance agents whose work is co-ordinated by
anetwork of our sales offices run by sales managers.

In 2008 we increased the productivity and size of our direct sales force, while continuing to develop other distribution channels. We recently announced the creation
of ajoint venture with Bank Zachodni WBK (a subsidiary of AIB) to sell both life and general insurance products through the bank’s network of over 500 branches. We
believe thiswill significantly enhance our distribution network, providing accessto 1.5 million customers.

We also co-operate with independent insurance agencies and brokers. We believe that these insurance brokers play a key role in selling commercial lines general
insurance. Our mutual funds are also sold in brokerage houses and our individual products are supported by call centre and website sales.

Spain
Business overview and strategy

Aviva Spain sells long-term insurance and savings, health and accident insurance in Spain through a bancassurance network based on joint ventures with six banks
(Bancaja, Caja Esparfia, Caixa Galicia, Unicaja, Caja de Granada and Cajamurcia) and through Aviva Viday Pensiones, the wholly owned Aviva-branded long-term insurance
company. Aviva Spain is the country’s fourth-largest long-term insurer by gross written premiums with a market share of 7% in 2008 according to Investogacion Cooperativa
entre Entidades Aseguradorasy Fondos de Pensiones (“ICEA™).

In February 2008, we exercised an option to acquire an additional 45% shareholding in our joint venture with the Spanish savings bank Caja de Ahorros de Murcia,
Cajamurcia Vida, which brings our total shareholding to 50% and enables the migration of the majority of the Cajamurcia protection products to this joint venture company.
The new company distributes long-term insurance and savings products via Cajamurcia s network of over 413 branches.

Our strategy in Spain is to further develop our bancassurance relationships and attract new partners if the opportunities arise. We hope to develop our general
insurance offerings through our existing partnerships. Overall, we want to continue to be customer-focused, react quickly to market trends and maximise the sales of our core
products, such as pensions and savings.

Market

Spain's financial market has a strong banking tradition, and as such customers are accustomed to receiving advice through traditional banking channels. We believe
that customers have a high level of financial understanding and require comprehensive advice on products and services. The top positions in the long-term insurance market
are dominated by bank-owned or bank-insurer joint ventures, with the overall bancassurance channel accounting for more than 70% of new business premiumsin 2007 in the
Spanish lifeinsurance market according to |CEA.
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Products

We offer a wide range of bonds and savings, and protection products. Investment products include both unit linked and traditional plans, where profit sharing is
regularly used to increase the policy return. Our traditional plans include savings schemes and income products. Pension savings products have valuable tax advantages each
year for such contributions within permitted limits and we offer a flexible range of individual and group plans with alternative investment choices. We also offer protection
products, covering both mortgages and credit loans typically providing cover for the family in the event of death or disability.

The PIAS “pension” product was launched in 2007: thisis a savings contract with attractive tax benefits if the policy remainsin force for at least 10 years and if an
annuity is purchased at the maturity of the product.

Distribution

Through bancassurance partnerships we have established subsidiaries to distribute our products with each of the banks as set out below:

n Aseval —in conjunction with Bancaja since 2000

] Unicorp Vida—in conjunction with Unicaja since 2001

] BiaGalicia— in conjunction with Caixa Galicia since 2001

] Caja Espafia Vida— in conjunction with Caja Espafia since 2001
n General Vida— in conjunction with Cagja de Granada since 2002
n Cajamurcia Vida— in conjunction with Cajamurcia since 2007

AvivaViday Pensiones distributes our products through professional intermediaries (financial advisers, agents and brokers) and a direct sales force, supported by a
branch office network and call centres.

Other Europe
Business overview and strategy
Aviva's other European businesses are in Turkey, the Czech Republic, Hungary, Romania and Russia.

In 2007, our Turkish long-term insurance and savings business merged with Ak Emeklilik, the long-term insurance and savings company of Sabanci Holdings, to form
ajoint venture company, AvivaSA. The new company merged on 31 October 2007 to become the largest pensions provider in the market, with amarket share of 25% according
to the Turkish Pensions Monitoring Centre, and the third largest life insurer with a market share of 9% according to the Association of Insurance and Reinsurance Companies
of Turkey. Under the merger, AvivaSA has a bancassurance agreement with Akbank TAS (“Akbank”), Turkey's second largest privately-owned bank based on total assets
according to the Banks Association of Turkey.

In the Czech Republic we are the thirteenth largest life insurer, with a 1.6% market share in 2008 according to the Czech Insurance Association. We have more than
40,000 customers and 120 staff as at 31 December 2008.
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In Hungary, we are the sixth largest life insurance business, measured by 2008 gross written premiums, with a 4% market share, according to the Association of
Hungarian Insurers. We have atied agent sales force consisting of more than 600 agents and 21 agencies nationwide.

Aviva Romania is the fifth largest life insurer as measured by premium income in 2008 according to the local insurance regulator, CSA. We are aso fourth largest
voluntary pensions' provider in 2008 as measured by fund value according to the Private Pension Regulator (“CSSPP”). Aviva Romaniahas over 600 direct sales force agents
and 160 staff. We have established a new company to sell newly created mandatory pensions.

In Russia, we started trading in early 2006, with a strategy to position the business to take advantage of the growth expected to occur as the life insurance industry
develops.

Our strategy in the “Other Europe” region is to grow our direct sales force numbers and productivity, while continuing development of other distribution channels,
including bancassurance, to enhance our product range and to continue to investigate profitable opportunities in new markets. In all of these markets, pension reform
continues to offer long term potential.

Market

Across these new European markets there are countries at different stages of development. Hungary and Czech Republic are the most developed markets although
they still have a significant gap as compared to western European markets.

We believe that Russia and Turkey, with their large populations and rapid economic growth, are highly attractive markets for the medium term. Countries such as
Romaniarepresent longer term potential. With pension reform starting later in these countries, markets are at an early stage of development.

Competitiveness varies by country depending on its size and stage of development. In more developed markets competition is with regional players (e.g.
AXA/Allianz), ex-state-owned insurers and new entities. The less devel oped markets do not have the same competitive intensity, although competition is growing.

Products

Aviva Turkey’'s products include unit-linked pensions, supplemented by protection insurance and other savings products, which are aimed at high-net-worth
customers and leading national and multi-national corporations. The general insurance segment offers motor, household, fire, marine, personal accident, travel and liability
insurance.

Our Czech Republic business offers individual unit-linked savings, protection insurance, term insurance, other savings products, group life schemes for corporate
clients and credit insurance for our own bancassurance partners.

In Hungary, we offer flexible unit-linked and traditional life products. Aviva also acts as a distributor for various banking products, such as mortgage loans and
current accounts, as well as selling acombined product.

In Romania, we provide traditional life insurance products and have started to offer pension products following government reforms introducing compulsory
pensions.

In Russia, we focus on individual accident insurance, group non-state pensions, accident and sickness insurance.
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Distribution

In Turkey, we have a multi-channel distribution strategy through brokers, agencies, a direct sales force, corporate sales and bancassurance through an agreement
with Akbank, which gives us access to their approximate 6 million retail customers through 716 branches. Our genera insurance business is predominantly sold through
agents, with the remainder coming through direct sales, acall centre and bank agents.

In the Czech Republic, our salesforceis made up of over 500 agents operating across 15 branches, with 21 independent distributors and two bancassurance partners.

In Hungary, in addition to the direct sales force we also sell through brokerage partners. We have also commenced a cross-border salesinto Slovakiawhich has also
increased our geographical coverage.

In Romania, we distribute through a direct sales force branch network and have bancassurance partners, which include local units of Piraeus Bank and ABN AMRO.

At the end of 2008 Aviva Russia had 212 financial consultants, servicing more than one million clients. Agreements with thirteen leading retail banks have been
signed and bancassurance sales are growing rapidly.

North America
Regional overview and strategy

AvivaNorth America consists of two businesses: the life insurance and annuity businessin the U.S. and the property and casualty business in Canada. Our strategic
priorities for the region are to improve margins and optimise capital usage, to selectively expand into market adjacencies and to optimise the regional operating model.

To enhance the growth in our existing businesses, we also seek to increase Aviva's profilein North America by building on the strength of the global brand through
concerted communication efforts with financial analysts, key financial and business media, centres of influence, consumers and distributors. We continue to expand our
distribution network with afocus on larger brokerage general agents.

Market and competition

The North America region is home to two of the world's largest and richest economies. Aviva has two businesses that currently serve their respective home markets
and are led out of our regional headquartersin Chicago.

We view both the U.S. long-term insurance and annuity market and the Canadian property and casualty insurance market as highly fragmented markets with alarge
number of insurers, none of whom isin atruly dominant position. Competitors for the products in which we specialise, include global insurers such as AIG, Allianz, Royal &
Sun Alliance, Manulife Financial, Old Mutual and AXA. Loca market competitors also feature in various product segments.

We consider our competitive factorsin the North Americaregion to be:
] Tailored products

] Product innovation
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] Technical expertise

] Quiality of distribution partnerships

n Financial strength and performance
L] Strong financial ratings

" Investment management performance
L] Global brand

us.
Business overview and strategy

Aviva USA is the largest provider to both the fixed indexed life insurance and fixed indexed annuities according to reports on 2008 sales which were released by
LIMRA and AnnuitySpecs in early 2009. Our acquisition of the former AmerUs Group was completed in late 2006. Following this we have achieved significant growth and
market penetration in the U.S. market, with more than 1 million customers.

Prior to the acquisition of AmerUs Group, the U.S. business was headquartered in Boston and had a niche strategy, focused on retirement and estate planning with
distribution through independent agents, banks and structured settlement brokers.

Our new strategy is to improve margins, optimise capital usage and to leverage our core life insurance and annuity distribution and product capabilities into adjacent
markets. A key themefor Avivaisone of recognition: treating both employees and customers as unique people with unique circumstances.

Market

The U.S. is the world's largest economy, according to The World Bank, based on 2007 GDP, as well as the largest insurance market according to the Swiss Re Sigma
Report, N0.3/2008. Thisis especialy true for retirement savings products as 78 million members of the baby boom generation moveinto retirement in the U.S.

At the same time, the U.S. savings market is undergoing substantial structural changes. This is the result not only of the shifting demographics of an ageing
population but also due to the severe credit exposure experienced by many of the world' slargest financial institutionsin the second half of 2008. Retirement savings represent
40% of household assets in the U.S., according to a report by Investment Company Institute, and, despite the uncertainty affecting the financial markets, we believe that
people are still saving and buying insurance from brands they trust. In Aviva USA, we believe we are well positioned to respond to this customer need for safety, having
savings and investment products with downside guarantees as a major component of our product portfolio.

The indexed annuity and indexed life markets in which Aviva USA operates are dominated by a small number of large insurers. According to the 4th quarter 2008
Advantage Indexed Sales and Market Report by AnnuitySpecs, the top five providers hold 62% of the indexed annuities market, while for indexed life, the top five account for
64% of the market.

Products

AvivaUSA has a strategic focus on protection, annuity and savings products. Our life products include our universal life, indexed life, no lapse guaranteed and term
assurance products. Our savings products are primarily funding agreements. Our annuity products include indexed annuities, fixed index annuities, deferred fixed annuities,
immediate annuities, guaranteed lifetime withdrawal benefits, and structured settlements. During 2008 we announced our withdrawal from the structured settlement business.
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In addition, we now offer wellness products and services through our relationship with Mayo Clinic Health Solutions. We have also launched enhancements to our
guaranteed income withdrawal benefits and a new bonusindex deferred annuity.

Distribution

We use Independent Marketing Organisations (“IMOs") to promote and sell our fixed indexed annuities and protection products. Our network covers all 50 states
and includes 11,500 annuity producers and 27,000 life insurance producers. The large majority of annuity sales are made through fewer than 3,000 producers, of whom
approximately one third are SEC registered. We believe that SEC registration provides a number of significant opportunities for the business, including the ability to cross-sell
life products through the registered distribution force and product penetration of distribution organisations who already operate within the registered market. We also
distribute through career marketing organisations, personal producing general agents, banks and until 2008, structured settlement brokers.

Canada
Business overview and strategy
Aviva Canada has a 9% share of the Canadian general insurance market, with atop five position in all major provinces according to areport by MSA Research Inc.

We believe that we are well placed in Canada for steady organic growth and that our success is underpinned by stable broker relationships, underwriting excellence
and a balanced portfolio of commercial and personal lines. Looking ahead, we aim to create value by repositioning our personal lines book in Ontario through greater pricing
sophistication and customer segmentation. We will also continue to address increasing customer demand for choice and simplicity through our multi-distribution model and
brand investment in key territories. In commercial lines, we aim to retain our current market position through our expertise in distribution and product innovation.

Market

As the seventh largest in the world, according to the Axco Insurance Market Report, Canada's general insurance market is established and stable. The four largest
provinces generate around 90% of total premiums with Ontario, the largest, representing 47% on its own, according to a report by MSA Research Inc in 2008. The biggest
growth market is western Canada, where economic devel opment has resulted in significant population increases and a changing demographic profile.

The Canadian general insurance industry is highly fragmented with many small players and no dominant consumer brand. Steady consolidation has resulted in the
top five companies sharing 35% of the market with the top two companies, Intact Insurance (formerly ING Canada) and Aviva, controlling 20%. The rest of the industry
consists of smaller, provincially based or niche companies. Further consolidation is anticipated.

Distribution is primarily through the traditional broker channel, estimated by market commentators, including Axco, to account for over 70% of distribution, with the
direct and affinity channels gradually increasing their share of the market. Competition for growth has moved to investment in brokers, direct to consumer marketing, and
technology.
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Products

We provide anumber of general insurance products through our Canadian companies including:

n Property, home and automobile insurance, including recreational vehicles and mobile homes insurance
] Niche personal insurance products including holiday and park model trailers, horses, hobby farms, sailboats, power boats and antique classic and custom
cars
n Small and medium-size enterprise commercial insurance, including motor, property, liability, boiler and machinery, and surety
Distribution

We operate in Canada through a multi-channel distribution network, primarily focused on approximately 3,000 independent retail brokers, who distribute our core
personal and commercial lines. In addition, we work closely with both independent and wholly owned specialty brokers to distribute group insurance and specialty personal
lines, such asinsurance for antique cars. With the growth of the direct market in Canada, we have entered into corporate partnerships with retailers and other affinity groups.
Ontario Insurance Services Limited (“ OIS") isabroker established in 1973 to provide call centre service and support to both home and automobile insurance customers.

Asia Pacific
Regional overview and strategy

AvivaAsia Pacific operates in eight countries across the region through both joint ventures and wholly-owned operations. We have businesses in markets at various
stages of development, with established businesses in Singapore and Hong Kong, high potential businesses in India and China and new start-up businessesin South Korea,

Taiwan, Maaysia and Sri Lanka. We had an established business in Australia, which we sold on 1 October 2009. We believe that there is potential for growth in the Asia
Pacific market due to low insurance penetration in most countries, an ageing population, an expanding middle class and relatively high gross domestic product growth.

Leveraging our core capability in bancassurance, we have recently established three new bancassurance joint ventures in Malaysia, Taiwan and South Korea with
leading local banks providing us access to more than 10 million potential customers. In 2008, we also created a regional product development team to anticipate changes in
customer needs and to develop new products for the region.

Aviva Asia Pacific aims to become one of the leading international insurers in the region by increasing new business sales for long-term insurance and savings
products through development of existing businesses, investment in new business development, leveraging shared services and harnessing the benefits of multiple
distribution channelsin all of our markets.

Market and competition

The Asia Pacific insurance market includes both mature markets such as Australia, Hong Kong Singapore and South Korea and emerging markets such as India and
China. The mature markets accounted for around 77% of our long-term savings sales in 2008. However we expect that large emerging markets, such as India and China, will
become significantly moreimportant in the future.
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In long-term insurance and savings, we believe that the long-term outlook is positive and will be driven by a generally high savings rate, under-penetration of
insurance and diversified savings, relatively higher GDP growth and the growing need for old age provision.

At aregiona level, Aviva Asia Pacific competes mainly with other large international insurance and financial services groups. The most significant competitors
include AIG, ING, Prudentia plc, HSBC and AXA. These groups are al early entrants into the region and most have significant operations and experience in al of the Asian
markets. Nevertheless, in our chosen markets, we believe our strong distribution partnerships, wide footprint and regional operational model position us well to compete
effectively in the region and create a solid platform for continued growth.

We consider our competitive factorsin Asia Pacific to be:

» Strength of bancassurance channel

" Balanced portfolio of markets

n Presence in high-potential markets

] Strength in wrap administration platforms
] Brand recognition

] Technical expertise

Asia
Business overview and strategy
Aviva has operationsin nine markets in Asia, with businesses at different stages of development.

In Singapore, we rank sixth in the life long-term insurance market by new business premiums as at 30 September 2008 according to the Life Insurance Association. We
believe that we are one of the leading bancassurance players in the market. We have a partnership with DBS Bank (“DBS’), one of the largest banks in Southeast Asia, to
provide long-term insurance and savings and general insurance products.

In Hong Kong we are ranked fourteenth in the long-term insurance market by new business premiums as at 30 September 2008 according to the Office of the
Commissioner of Insurance. Our strategy is to leverage our core bancassurance partnership with DBS and independent financial adviser (“IFA”) channelsto deliver profitable
growth.

In China, through our joint venture with COFCO Limited (“COFCQO"), we are ranked second in terms of total premium among twenty-six foreign insurers in China
according to China Insurance Regulatory Commission. We currently have a presence in nine provinces, with a total of 39 city branches. Our “10x10x10 strategy” aims to
achieve 10% market share in 10 major provinces by 2010 through continued expansion of existing and new distribution channels and the launch of new branches throughout
China

In India, we operate in partnership with the Dabur Group through an associate, Aviva Life Insurance Company India Limited. We currently rank eleventh among the
private life insurance companies in India based on weighted premium income as at 31 December 2008, according to the Insurance Regulatory and Development Authority
(*IRDA") and we aim to gain a position amongst the top five of foreign insurers by building on existing distribution channels.

In Sri Lanka, we own a51% stake in Eagle Insurance (“Eagl€e”). Eagleisranked the third largest life insurer and fifth largest general insurer in the country, as based on
gross written premiums in 2007 according to the Insurance Board of Sri Lanka. In August 2007, Eagle entered into its third bancassurance agreement, with Sampath Bank,
gaining access to amost 1 million potential new customers. In Sri Lanka, we aim for profitable growth in both our life and non-life businesses.
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In July 2007, we entered the Malaysian market through the acquisition of a 49% stake in two of CIMB Group's subsidiaries, Commerce Life Assurance Berhad and
Commerce Takaful Berhad who have entered into bancassurance agreements with another CIMB Group subsidiary, CIMB Bank. This has provided Aviva access to over 4
million potential new customers aswell asintroducing Takaful insurance to the Avivagroup.

In 2007, Aviva formed a long-term insurance joint venture, First-Aviva, with First Financial Holdings Company (“FFHC") in Taiwan. First-Aviva, in which we have a
49% shareholding, started operations in early 2008 and distributes long-term insurance and savings products through a bancassurance agreement with FFHC's flagship
subsidiary, First Commercia Bank, which is Taiwan's second largest bank network in terms of number of branches according to the Financial Supervisory Commission.

In April 2008, we entered the South Korean long-term insurance market by acquiring astakein L1G Insurance Company Ltd through a partnership formed with Woori
Finance Holdings Company Ltd.

Our businesses in Malaysia, Taiwan and South Korea are relatively new businesses, and at present our main strategic focus is to leverage the relationships with our
key banking partnersin each of the marketsin order to increase our customer base.

Market

We believe that the fundamentals of the Asian markets remain attractive. The low insurance penetration in most countries, ageing populations and relatively higher
GDP growth indicate that prospects for continued growth in the long-term insurance and savings industry are good. The economic forecasts from Asia Development Bank
predict GDP growth for the region of 5.8% in 2009.

In our view, the strong outlook for the region is attracting a growing number of new insurers and some existing local insurers are developing wider regional
ambitions, resulting in greater competitive pressure throughout the region.

Products

Our Asian businesses generally offer a range of protection, bonds and savings and pension products including universal life, participating life, unit-linked single
premium life insurance, other savings and pensions products and a range of accident and health insurance products.

In Singapore, we offer access to a wide range of funds through Navigator, a wrap administration platform which allows investors to plan, choose, manage and track
their investments easily and more effectively.

Distribution
We operate a multi-distribution strategy in Asia, with particular strength in bancassurance, and aim to continue to harness the benefits of multi-distributionin all of

our markets as we expect the regionally dominant agency sales force model to declinein the region over coming years as markets mature.
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Aviva Singapore has a multi-channel distribution strategy building on the core bancassurance relationship with DBS Bank and an expanding network of IFAs. We
believe that our U.K. and Australia expertise have helped grow this network.

In Hong Kong, we distribute the majority of our products through bancassurance and IFASs.

In China, India, Malaysia, Taiwan and South Korea bancassurance is the main distribution method. However, direct sales forces are growing in importance for our
businessesin Chinaand India.

Australia

For a discussion of the sale of our Australian business, which completed on 1 October 2009, see Item 5, “Operating and Financial Review and Prospects — Recent
Developments”.

Business overview and strategy

Aviva Australia (prior to the sale on 1 October 2009) provided investment and compulsory pensions (superannuation) products through our Navigator platform and
protection insurance business. We had a 4.5% market share by funds under administration as at 30 September 2008 according to Morningstar Market Share Report in the
platform market and a 4.9% market share in the protection market as at 30 September 2008 according to Plan for Life. Our platform, Navigator, was ranked second in the
platform rankings for overall product offering according to the Investment Trends Platform Report from February 2008.

Market

Australia had the fourth largest investment fund asset pool in the world and the largest in Asia Pacific in 2007 according to Axiss Australia (adivision of Australia's
inward investment agency, Invest Australia).

The Australian protection market has experienced strong growth since 2002. Distribution is dominated by IFAs, in addition to smaller but faster growing platform,
broker and direct channels.

Products

In Australia, prior to the sale of our Australian business, Aviva provided pensions (superannuation), protection and savings products. These products were aimed at
theretail customer and employer-sponsored superannuation plans. They were primarily distributed through financial advisers.

Aviva'srange of protection productsincluded life insurance, total and permanent disability insurance, critical illnessinsurance products.

Aviva's portfolio administration service, known as Navigator, provided research and software services for financial advisers and investors. The following products
were available through Navigator: personal investment and retirement plans, direct shares, margin lending, corporate superannuation and wealth protection.

Distribution

We distributed protection insurance in Australiathrough all major channels with a predominant focus on the IFA channel




Avivalnvestors
Business overview and strategy

Aviva Investors was set up in 2008 to combine major fund management components of the Aviva group into a single global fund management business. We have
£236 billion in assets under management as at 31 December 2008, combined with a broad range of expert investment skills and experience around the world. We manage both
internal funds for our long-term insurance and savings, and general insurance operations and external retail and institutional funds. We provide these services across most of
our geographic operating segments, with servicesin 15 countries around the world, including the U.K., the U.S., Canada, France, Ireland, Poland, Chinaand Australia.

Aviva Investors provides investment management services to a broad range of client types. Our largest client group are the long-term insurance and savings, and
general insurance businesses of Aviva plc. For these clients we provide bespoke asset management services, across a broad spectrum of asset classes. We work extremely
closely with these clients to develop tailored solutions to their policyholder needs.

Our distribution model to external clients is a business-to-business model, and this is consistent across all regions. We provide both bespoke segregated solutions
for larger clients or offer access to a variety of fund ranges. Our target clients for the larger segregated solutions tend to be large pension schemes and large financial
institutions such as insurance companies and banks.

Our strategy isto grow by capitalising on our existing strengths and growing in key capabilities where there are gaps in what we want to offer. Our aimisto build a
client-centric business that is among the best in our chosen asset classes and markets and in line with our strategic priority to build a global fund management operation.

Market and competition

Following the creation of Aviva Investors, we consider our competitor peer group to include large-scale global asset managers such as those owned by Blackrock,
AXA (which includes AXA Investment Managers, Alliance Bernstein, AXA Rosenberg) and Allianz (which includes PIMCO, RCM, Nicholas Applegate).

In addition, we continue to look at U.K.-based providers who have significant overseas operations, including both insurance-owned players such as Standard Life
Investments and the combined asset management businesses of Prudential plc, aswell asindependent, listed managers like Schroders and Aberdeen Asset Management.

Where appropriate, we also look at other managers with a strong presence in the U.K. institutional and retail markets such as F& C Asset Management, Henderson
Global Investors, Jupiter Asset Management and Threadneed|e. These managers also have non-U.K. operations, particularly in Europe.

Key identified competitive factors for Avivalnvestorsinclude:
= |nvestment performance
= Brand
= Client service
= Scde
= Global product breadth and distribution reach

= Capabilitiesto provide solutions
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Products

Our product range is broad and covers most asset classes. In Europe we have a range of SICAV's (domiciled in France, Luxembourg, Romania and Poland). These
funds cover all key asset classes and normally have different share classes depending on the size and type of investor. Our normal distribution model for these funds focuses
on wholesale distributors, asset allocators and smaller institutional investors.

Inthe U.K., we supply products to the U.K. retail and wholesale markets. These funds are mostly "owned" by U.K. Life with Avivalnvestors as investment manager,
although we have a small number of funds registered in the Aviva Investors name. These funds are promoted to investors via IFAs, fund platforms, supermarkets, and
discretionary asset managers. In addition, we have a range of pooled pension funds which are aimed at the smaller pension fund market. These funds are normally defined
benefit schemes and tend to be advised by investment consultants.

We manufacture hedge fundsin the U.K., U.S. and Poland. These funds are generally registered offshore and are primarily sold to the hedge fundsindustry, although
we do also promote single strategy funds to institutional clients, family offices and wealth managers. The asset classes include fixed interest, multi asset, convertibles and
equities.

We also have an expanding range of specialist property funds. These funds are targeted at specialist real estate buyers and large institutions (mostly pension funds
and local authorities), and provide real estate solutions to a wide range of risk appetites, ranging from secure income generating funds to highly leverage growth funds. These
funds address the U.K., European and Asian markets.

In Australia, we have arange of unit trusts that are primarily marketed to retail clients through the Navigator platform. This platform enables investorsto select from a
range of funds, not just those manufactured by Aviva Investors. The funds we manufacture are primarily equity related funds with an Australian and Asian focus.

We also have four Dublin domiciled money market funds addressing the sterling and Euro money market segments. These funds are sold by a specialist sales team
based in London and target corporate treasury functions.

Asset Classes

Aviva Investors offers a wide range of investment solutions across all asset classes and in all significant financial centres worldwide. Where we do not directly
manage assets, we believe we have the skills and experience to select the right third-party asset managers to complement our own products.

Our investment capabilities, products and services comprise:

L] Alternatives - We offer arange of alternative investment products from private equity fund of funds to hedge funds.
n Equities
n Fixed Income - Our Fixed Income teams cover the complete product set: UK government securities, liquidity products, corporate bonds, European and global

sovereigns, index-linked bonds, emerging markets (hard and local currency debt) and high-yield instruments.
] Global Investment Solutions - Our new Global Investment Solutions team constructs client solutions across markets.

n Real Estate - We offer funds specific to property assets in the U.K., Europe and Asia, in addition to a Global fund, client-specific segregated funds and a
multi-manager service.

66




General Insurance and Health Claims Reserves
Provisionsfor outstanding claims

We establish provisions for outstanding claims to cover the outstanding expected ultimate liability for losses and loss adjustment expenses (“LAE") in respect of all
claimsthat have already occurred. The provisions established cover reported claims and associated LAE, aswell as claimsincurred but not yet reported and associated LAE.

Delays occur in the notification and settlement of claims and a substantial measure of experience and judgment is involved in assessing outstanding liabilities, the
ultimate cost of which cannot be known with certainty at the statement of financial position date. Additionally, we are required by applicable insurance laws and regulations,
and generally accepted accounting principles, to establish reserves for outstanding claims (claims which have not yet been settled) and associated claims expenses from our
insurance operations. The reserves for general insurance and health are based on information currently available; however, it is inherent in the nature of the business written
that the ultimate liabilities may vary as aresult of subsequent developments.

Outstanding claims provisions are based on undiscounted estimates of future claim payments, except for the following classes of business for which discounted
provisions are held:

Discount rate Mean term of liabilities
Class 2008 2007 2008 2007
Netherlands Permanent health and injury 3.82% 3.87% 7 years 8 years
Reinsured London Market business 3.56% 5.00% 8years 8 years
Latent claims 1.17%to 3.92% 4.51%1t0 5.21% 9yearsto 15 years 9yearsto 15 years

The gross outstanding claims provisions before discounting were £15,061 million (2007: £13,439 million) and after discounting were £14,360 (2007: £12,941
million). The period of time which will elapse before the liabilities are settled has been estimated by modelling the settlement patterns of the underlying claims.

The discount rate that has been applied to latent claims reserves is based on the swap rate in the relevant currency having regard to the expected settlement dates of
the claims. The range of discount rates used depends on the duration of the claims and is given in the table above. The duration of the claims span over 35 years, with the
average duration between 9 and 15 years depending on the geographical region. The sharp declinein interest rates in the second half of 2008 has resulted in an increase in the
net discounted provision of £94 million.

The uncertainties involved in estimating loss reserves are allowed for in the reserving process and by the estimation of explicit reserve uncertainty distributions. We
have adopted a reserve estimation basis for non-life claims at 31 December 2008 that is calculated as the best estimate of the cost of future claim payments, plus an explicit
alowance for risk and uncertainty. The allowance for risk and uncertainty targets a minimum confidence level that provisions will be sufficient for all business in each
country.

The adequacy of loss reservesis assessed and reported locally and also aggregated and reported to the Chief Financial Officer quarterly.

For additional information on the assumptions and changes that have occurred related to the general insurance and health claims provisions, see Item 18, “Financial
Statements — Note 33 — Insurance liabilities’. The effect on profit of changes in the main assumptions for the general insurance and health business is provided under Item 18,
“Financial Statements— Note 37 — Effect of changesin assumption and estimates during the year”.
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Reinsurance

We reinsure a portion of the risks we underwrite to control our exposure to losses and stabilise earnings. We use reinsurance to help reduce the financial impact of
large or unusually hazardous risks and to manage the volatility of our earnings.

Our reinsurance strategy is to purchase reinsurance in the most cost-effective manner from reinsurers who meet our established security standards. The level of
reinsurance sought is determined by using extensive financial modelling and analysis to ensure we understand the large or unusually hazardous risks and to ensure we get
maximum benefit for the cost of the reinsurance cover provided.

At 31 December 2008, the total reinsurance asset recoverable was £7,894 million, representing 2.8% of the total gross technical provisions of £283,811 million. In
respect of premium income written during 2008, £1,841 million was ceded to reinsurers, representing 5.1% of the total gross written premium of £36,206 million.

The Group is exposed to concentrations of risk with individual reinsurers, due to the nature of the reinsurance market and the restricted range of reinsurers that have
acceptable credit ratings. The Group operates a policy to manage its reinsurance counterparty exposures, by limiting the reinsurers that may be used and applying strict limits
to each reinsurer. Reinsurance exposures are aggregated with other exposures to ensure that the overall risk is within appetite. Exposures are monitored on aregular basis and
the Credit Approvals Committee has amonitoring role over thisrisk. Reinsurers used typically have an AM Best rating of A or higher.

Our largest reinsurance counterparty is Muenchener Rueckversicherungs AG (including subsidiaries). At 31 December 2008 the amount ceded to Muenchener
Rueckversicherungs AG was £1,693 million out of the total reinsurance asset recoverable of £7,894 million. Through the reinsurance of our London Market business, we also
have significant exposure to Berkshire Hathaway Group and its subsidiaries. At 31 December 2008 the amount ceded to the Berkshire Hathaway Group and its subsidiaries was
£980 million out of the total reinsurance asset recoverable of £7,894 million. These figures give an indication of the potential losses to the Group following the default of the
relevant counterparty, assuming no post-default recovery is possible.

In the event of a catastrophic event, the counterparty exposure to asingle reinsurer is estimated not to exceed 3.3% of shareholders’ equity.
For additional information on our reinsurance strategy and a discussion on concentration risk and reinsurance credit risk, see Item 18, “Financial Statements — Note 50

— Risk management”. For information on our reinsurance assets, see Item 18 “Financia Statements — Note 36 — Reinsurance Assets”.
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L oss Reser ve Development

The loss reserve development tables below present the historical development of the property and casualty reserves that we established in 2000 and subsequent
years.

The top line of the tables shows the reserves for unpaid losses and LAE as at each statement of financial position date. These reserves are the estimated future
payments to be made for losses and LAE in respect of claims occurring in that year and all prior years.

The “Paid (cumulative)” datarepresents the cumulative amounts paid as at each subsequent year end against the reserves for losses and LAE held at each statement
of financial position date. The“Reserve re-estimated” shows the re-estimate of the reserves, as initially recorded at each statement of financial position date, as at each
subsequent year end. The re-estimated reserve changes as a greater proportion of the actual losses for which the initial reserves were set up are paid and more information
becomes known about those claims still outstanding.

The “Cumulative redundancy/(deficiency)” line represents the overall change in the estimate since the initial reserve was established, and is equal to the initial
reserve less the re-estimated liability as at 31 December 2008. Reserves for losses and LAE at each statement of financial position date represent the amounts necessary to
settle all outstanding claims as at that date. Therefore, the year-end balances in the tables should not be added, as they include amounts in respect of both the current and
prior years.

In our non-U.K. property and casualty operations, reserves are established and monitored in the local currency in which the property and casualty entity
operates. For the purpose of the tables, claims reserves and payments with respect to each year are translated into pounds sterling at the rates that applied when the initial
reserves on the statement of financial position for each year were established. The only exception to thisis reserves established in currencies other than an operation’slocal
currency, for which claims reserves are converted to pounds sterling at year-end exchange rates and claims payments are converted at the average of the exchange rates that
applied during the relevant year.

All of our property and casualty claims reserves are included in the tables, except those in respect of property and casualty operations disposed of during the period
2000 to 2002. During this period we disposed of our property and casualty operations in the U.S., Australia, New Zealand, South Africa, Germany, Belgium and Spain, and
disposed of part of our property and casualty operations in France and Poland. The development of the loss reserves of these property and casualty businesses has been
excluded from the tables as we did not retain any economic interest in, or liabilities relating to, these operations subsequent to the sale. In addition, management is not
responsible for estimating the loss reserves for these operations that are no longer a part of our group.

The most significant disposal was our U.S. property and casualty operations which at 1 June 2001, the date of disposal, had net assets of £3,126 million. Net loss
reserves for these U.S. operations at 31 December 2000 were £3,120 million (unaudited). The net loss on sale after tax was £911 million, as previously reported on the basis of
U.K. GAAP. Following an extensive sale process, the Group agreed to the disposal at lower than book value in furtherance of its strategy at the time to achieve profitable
growth in the long-term savings and asset management businesses and to withdraw from lines of business or markets that do not offer the potential for market leadership or
superior returns. The Group achieved at that price a clean-cut exit in which it would not bear any residua liability for claims in the U.S. property and casualty operations,
particularly given the trend of long-tail liabilitiesin the U.S. market at the time.

All other dispositions (other than Australia and New Zealand) during the period from 2000 to 2002 were insignificant and had net assets on disposal of less than £140
million, and our property and casualty businessin Australiaand New Zealand had net assets of £293 million on disposal in October 2002.
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The following table presents our consolidated |0ss development before reinsurance of reserves measured on an IFRS basis for_the last nine financial years.

Asat 31 December

2000(1) 2001(1) 2002(1) 2003 2004 2005 2006 2007 2008
(In £ millions)

Initial net reserves per statement of financial position 8,778 8,490 8,726 9,627 10,288 10,773 10,788 11,277 12,594
Effect of discounting 20 19 71 119 196 204 223 216 447
Initial net reserves for unpaid losses and LAE 8,798 8,509 8,797 9,746 10,484 10,977 11,011 11,493 13,041
Initial retroceded reserves 2,205 2,775 2,374 2,626 2,316 2,159 2,050 1,946 2,020
Initial grossreservesfor unpaid losses and LAE 11,003 11,284 11,171 12,372 12,800 13,136 13,061 13,439 15,061
Paid (cumulative) as of:

Oneyear later 4,005 3,587 3,449 3,254 3,361 3,327 3,433 4,017

Two years later 5,957 5,549 5,276 5,097 4,977 4,925 5,053

Threeyearslater 7414 6,944 6,651 6,290 6,116 6,111

Four yearslater 8,434 8,013 7,456 7,146 6,950

Fiveyears|later 9,255 8,593 8,002 7,793

Six yearslater 9,691 8,992 8,481

Seven years later 9,997 9,376

Eight years later 10,317
Reserve re-estimated as of :

Oneyear later 11,945 11,510 12,000 12,218 12,600 12,667 12,146 13,349

Two years later 12,011 12,230 12,059 12,341 12,290 11,992 12,114

Threeyearslater 12,729 12,376 12,226 12,216 11,736 12,007

Four years later 12,850 12,569 12,186 11,855 11,882

Fiveyears|later 13,088 12,580 11,932 12,171

Six years |ater 13,173 12,412 12,333

Seven years later 13,052 12,882

Eight yearslater 13,570
Cumulative redundancy/(deficiency) (2,567) (1,598) (1,162) 201 918 1,129 947 90

(1) Excluding disposals that took place in 2000, 2001 and 2002 which are described in the text preceding thistable.

Tables showing the consolidated gross loss development for the last eight individual accident years, as opposed to loss development of total gross reserves for

claims at the end of each of thelast nine financial years above, are provided in Item 18, “Financial Statements — Note 33 — Insurance liabilities’.
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The following table presents our consolidated |oss devel opment after reinsurance of reserves measured on an IFRS basis for the last nine financial years.

Asat 31 December

20001 2001 2002(1) 2003 2004 2005 2006 2007 2008
(In £ millions)

Initial net reserves per statement of financial position 8,778 8,490 8,726 9,627 10,288 10,773 10,788 11,277 12,587
Effect of discounting 20 19 71 119 196 204 223 216 454
Initial net reserves for unpaid lossesand LAE 8,798 8,509 8,797 9,746 10,484 10,977 11,011 11,493 13,041
Paid (cumulative) as of:

Oneyear later 3,402 2,970 2,964 2,968 3,050 3,030 3,221 3,783

Two yearslater 4,809 4,521 4,547 4,558 4,414 4,452 4,674

Three yearslater 5,922 5,697 5,692 5,585 5,402 5,476

Four years later 6,773 6,558 6,339 6,299 6,084

Fiveyears|ater 7437 6,978 6,778 6,801

Six years |later 7,752 7,294 7,119

Seven years later 8,000 7,549

Eight yearslater 8,204
Reserve re-estimated as of :

Oneyear later 8,883 8,714 9,104 9,779 10,216 10,368 10,115 11,334

Two years later 8,953 9,029 9,261 9,836 9,765 9,728 10,055

Three yearslater 9,282 9,226 9,366 9,569 9,256 9,733

Four years|ater 9,471 9,350 9,194 9,262 9,400

Fiveyears|ater 9,640 9,239 8,984 9,577

Six years|ater 9,594 9,089 9,382

Seven years later 9,490 9,558

Eight years later 10,016
Cumulative redundancy/(deficiency) (1,218) (1,049 (585) 169 1,084 1,244 956 159

(1) Excluding disposals that took place in 2000, 2001 and 2002 which are described in the text preceding this table.

Tables showing the consolidated loss development, net of reinsurance, for the last eight individual accident years, as opposed to loss development of total net
reserves for claims at the end of each of thelast ninefinancial years above, are provided in Item 18, “Financial Statements— Note 33 — Insurance liabilities”.

The loss development tables above include information on asbestos and environmental pollution claims provisions from business written before 2001. The
undiscounted claim provisions, net of reinsurance, in respect of this business at 31 December 2008 were £1,019 million (2007: £323 million). The movement in the year reflects
exceptional strengthening of provisions by £668 million due to the increased market trend in mesothelioma claim notifications, other strengthening of £16 million (2007: £20
million), foreign exchange rate movements and timing differences between claim payments and reinsurance recoveries.

Our estimation of latent claims reserves was revised in 2008 to reflect increasing market trends observed in mesothelioma claims. Mesotheliomais aform of cancer that
is typically caused by asbestos exposure. The majority of our latent claims reserves relate to mesothelioma based risks in the U.K. The Institute of Actuaries Asbestos
Working Party report in 2008 contributed to our view that experience variances, which we had previously perceived as normal short-term volatility, reflected areal worsening of
expected ultimate claims experience. The market trend in mesothelioma claims has been fully reflected as a significant one-off strengthening of gross latent claimsreservesin
2008 of £356 million, with a corresponding increase of £52 million in reinsurance recoverable. The net increase of £304 million in claims reserves comprises £668 million on an
undiscounted basis and discounting of £364 million. While this is a significant change, it should be noted that this reflects the long-term impact of the settlement of latent
claims currently running at £30 million per annum, of which £25 million relates to mesothelioma. The number of claimsis currently predicted to rise slightly in the period to 2015
and then diminish slowly over the next 30 years to 2045.

71




Much of theincrease in 2001 and 2002 initial reserves shown above relates to asbestos liabilities. During 2002 and 2003 reserve strength was significantly increased,
and has been maintained by establishing strong reserves for each new year. This has resulted in the reserve releases for 2003 to 2008 shown above.

Reservesfor Asbestos and Environmental L osses

The tables below show the historical development of the asbestos and environmental (“A&E”) reserves we established in 2006 and subsequent years. The tables
include all indemnity claims arising from injuries and diseases due to asbestos and all claims arising from injuries due to toxic waste, hazardous substances and other
environmental pollutants, including damages in respect of hazardous waste site clean-up costs. Litigation costs in relation to these claims are also included in the
tables. Claimsrelating to smoking, physical abuse, silicon implants and other health hazards and latent injuries are not included, as our exposureis not material.

We have exposure to liabilities for asbestos-related and environmental pollution (or A& E) claims arising from the sale of commercial liability and multi-peril policies
prior to 1987. After 1987 policy termsand conditions in many cases excluded these types of claims, thereby considerably reducing our potential for loss.

Reserving for A& E claimsis subject to many uncertainties, such as very long reporting delays, unresolved legal issues and the number and identity of insureds, and
these uncertainties are generally much greater than those present on other types of claims. Asaresult, traditional loss reserving techniques cannot be entirely relied upon.
We therefore employ special techniques to determine reserves using all available information. However, new legislation or legal precedents could result in ultimate
outstanding losses being adversely affected in future periods.

A large proportion of our gross A&E liabilities relate to the London Market business we wrote and are therefore covered by our reinsurance with National
Indemnity. Asof 31 December 2000, management of these claims transferred to Berkshire Hathaway. Our net A& E reserves mainly relate to asbestos production and handling
invarious jurisdictions, including the United Kingdom, Canada, Ireland, the Netherlands and Australia.

Thefollowing table presents the development of our asbestos and environmental reserves before reinsurance measured on an IFRS basis.

Asat 31 December

2006 2007 2008
(In £ millions)

Initial net reserves per statement of financial position 180 197 641
Effect of discounting 132 126 378
Initial net reserves for unpaid lossesand LAE 312 323 1,019
Initial retroceded reserves 1,104 961 975
Initial gross reserves for unpaid lossesand LAE 1,416 1,284 1,994
Paid (cumulative) as of:
Oneyear later 53 45
Two years |later 97
Reserve re-estimated as of :
Oneyear later 1,327 2,007
Two years |later 2,044
Cumulative (deficiency) (629) (723)
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The following table presents the development of our asbestos and environmental reserves after reinsurance measured on an IFRS basis.

Initial net reserves per statement of financial position
Effect of discounting
Initial net reserves for unpaid losses and LAE

Paid (cumulative) as of:
Oneyear later
Two years later

Reserve re-estimated as of :
Oneyear later

Two years later

Cumulative (deficiency)

73

Asat 31 December

2006 2007 2008
(In £ millions)
180 197 641
132 126 378
312 323 1,019
19 15
33
331 1,006
1,010
(698) (683)




Investments

We invest our policyholders’ funds and our own fundsin order to generate areturn for both policyholders and shareholders. Thefinancial strength of our group and
both our current and future operating results and financial performance are, therefore, in part dependent on the quality and performance of our investment portfolios in our
U.K., continental European, North Americaand Asia Pacific operations.

For additional information on our financial investments, see Item 18, “Financial Statements— Note 19 — Financial investments’. For a quantitative analysis of funds
under management by Avivaand third party fund managers, see Item 18, “Financia Statements — Note 52 — Assets under management”.

Investment strategy

Our investment portfolio supports a range of businesses operating in a number of geographical locations. Our aim is to match the investments held to support aline
of business to the nature of the underlying liabilities, while at the same time considering local regulatory requirements, the level of risk inherent within different investments,
and the desire to generate superior investment returns, where compatible with this stated strategy and risk appetite.

Long-terminsurance and savings business

As stated above, we aim to optimise investment returns while ensuring that sufficient assets are held to meet future liabilities and regulatory requirements. As
different types of life insurance business vary in their cash flows and in the expectations placed upon them by policyhol ders, we need to hold different types of investment to
meet these different cash flows and expectations.

The U.K. with-profits business is comprised largely of long-term contracts with some guaranteed payments. We are therefore able to invest a significant proportion
of the funds supporting this business in equities and real estate. This is because the long-term nature of these contracts allows us to take advantage of the long-term growth
potential within these classes of assets, while the level of guaranteed payments is managed to mitigate the level of risk that we bear in relation to the volatility of these classes
of assets.

Annuities and non-participating contracts, on the other hand, have ahigh level of guaranteed future payments. We endeavour to match the investments held against
these types of businessto future cash flows. We therefore have a policy of generally holding fixed income securities and mortgage |oans with appropriate maturity dates.

With unit-linked business, the primary objective is to maximise investment returns, subject to following an investment policy consistent with the representations that
we have made to our unit-linked product policyholders.

General insurance and health business

The general insurance and health business is comprised of shorter-term liabilities than the long-term insurance business. Furthermore, all the risk attaching to the
investments is borne by our shareholders. As a result, the investment portfolio held to cover general insurance liabilities contains a higher proportion of fixed-income
securities than the portfolio held to cover lifeinsurance liabilities.
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Property partnerships

As part of their investment strategy, the U.K. and certain European policyholder funds have invested in a number of property limited partnerships (PLPs), either
directly or via property unit trusts (PUTSs), through a mix of capital and loans. The nature of our involvement in property partnerships is set out in the second and third
paragraphs of the Investment vehicles section of Item 18, “Financial Statements — Accounting policies — (C) Consolidation principles’. Property partnerships are accounted for
as subsidiaries, joint ventures or financial investments depending on our participation and the terms of each partnership agreement. For each property partnership accounted
for as a subsidiary, joint venture or financial investment, we are exposed to falls in the value of the underlying properties which are reflected as unrealised gains/losses on
investment properties, our share of joint venture results and unrealised gaing/losses on financial investments, respectively. However, these are al in policyholder funds (rather
than sharehol der funds) so such losses are offset by changes in the amounts due to policyholders or unitholders, or in the Unallocated Divisible Surplus (“UDS").

Analysisof financial investments

We distinguish between policyholder, participating fund and shareholder investments, which are terms used to reflect the differing exposure to investment gains and
losses. Policyholder assets are connected to our unit-linked business, where the policyholder bears the investment risk on the assets in the unit-linked funds. Our exposure to
loss on policyholder assets is limited to the extent that income arising from asset management charges is based on the value of assets in the funds. Participating fund assets
related to some of our insurance and investment contracts which contain a discretionary participating feature, which is a contractual right to receive additional benefits as a
supplement to guaranteed benefits. Our exposure to investment losses on participating fundsis generally limited to our participation in the fund. Shareholder assets are other
assets held within our long-term businesses that are not backing unit-linked liabilities or participating funds. Investments held at 30 June 2009, 31 December 2008 and 31
December 2007 are analysed below:

L ess assets of
operations
Policyholder Participating Shareholder Total assets classified as held Balance
assets fund assets assets analysed for sale sheet total
At 31 December 2008 £m £m £m £m £m £m
Investment property 4,126 7,555 2,745 14,426 — 14,426
Loans 1,799 8,702 31,736 42,237 - 42,237
Financial investments
Debt securities 19,596 79,566 51,572 150,734 (336) 150,398
Equity securities 23,840 13,817 5,754 43411 (60) 43,351
Other investments 23,632 9,443 3,436 36,511 - 36,511
Total 72,993 119,083 95,243 287,319 (396) 286,923
Total % 25.4% 41.5% 33.1%
At 30 June 2009 68,045 109,441 88,017 265,503 (2,021) 263,482
At 30 June 2009 % 25.6% 41.2% 33.2%
31 December 2007 76,025 112,136 80,263 268,424 - 268,424
31 December 2007 % 28.3% 41.8% 29.9%

As the table indicates, 33% of total investments can be directly attributed to shareholders. The apportionment of our shareholder assets is predominantly weighted
towards debt securities and loans. In comparison, policyholder and participating funds contain a greater proportion of investment property, equities, and other investments
(e.g., unit trusts), reflecting the underlying investment mandates.

Financial investment balances included in the remainder of this disclosure include financial investments of operations classified as held for sale.
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M easurement basis

We carry investments on our statement of financial position at either fair value or amortised cost. As shown in the table below, at 30 June 2009 93% of the group’s
total investments were carried at fair value on the statement of financial position.

31 December 30 June
Amortised 2008 Amortised 2009
Fair value cost Total Fair value cost Total
At 31 December 2008 £m £m £m £m £m £m
Investment property 14,426 - 14,426 12,218 - 12,218
Loans 21,468 20,769 42,237 19,556 20,178 39,734
Financial investments
Debt securities 150,734 - 150,734 146,994 - 146,994
Equity securities 43,411 - 43411 36,504 - 36,504
Other investments 36,511 - 36,511 30,053 - 30,053
Total 266,550 20,769 287,319 245,325 20,178 265,503
Total % 92.8% 7.2% 92.4% 7.6%
At 30 June 2008 248,019 18,602 266,621
At 30 June 2008 % 93.0% 7.0%
At 31 December 2007 251,088 17,653 268,741
At 31 December 2007 % 93.4% 6.6%

For more information about financial investments analysed according to their accounting classification and valuation approach, as well as the cost, unrealised gains
and losses, impairments, fair value and other information concerning financial investments, see Item 18, “Financial Statements— Note 19— Financial investments’. For
disclosure regarding the val uation techniques used for investments and the duration of unrealised losses and percentage |0ss position for investments classified as available-
for-sale, seeltem 5, “ Operating and Financial Review and Prospects—IFRS Critical Accounting Policies’.
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Debt securities

We grade debt securities according to current external credit ratings issued. The credit rating used for each individual security is the second highest of the available
ratings from Standard & Poor’s, Moody’s and Fitch. If acredit rating is available from only one of these three rating agencies then this rating is used. If an individual security
has not been given a credit rating by any of these three rating agencies, the security is classified as “non-rated”.

For the tables below we have used the standard Standard & Poor’s rating classifications. Investment grade debt securities are classified within the range of AAA
(extremely strong) to BBB (good) ratings, with AAA being the highest possible rating. Debt securities which fall outside this range are classified as speculative grade. Where
we use a rating provided by Moody’s or Fitch, we have expressed it as the Standard & Poor’s equivalent rating. For example, we consider Standard & Poor’srating of AA
(very strong) to be equivalent to Moody’srating of Aa (excellent) and Fitch'srating of AA (very strong).

Despite the increase in downgrade activity by the major rating agencies during 2008, debt securities with a credit rating of A or above at 31 December 2008
represented 86.3% of total holdings (2007: 86.7%). Approximately 38% of total debt security holdings were in government bonds and 40% of holdings were in corporate bonds
with acredit rating of A or above, as of 31 December 2008.

“Wrapped credit” iscredit exposure that has been insured with monolineinsurersto achieve a better credit rating. The monoline insurers suffered downgrades during
2008 and this is reflected in the analysis that follows. The exposure is diversified across several monolines and the underlying bonds are diversified across many different
counterparties. In general, we are along-term holder of this debt, although we continue to review our holdings with reference to the underlying quality and prospects.

The majority of the residential mortgage-backed securities (“RMBS”) are U.S. investments and almost 70% of the total exposure is backed by the U.S. Government-
sponsored entities (“GSES") Fannie Mae and Freddie Mac. Under the conservatorship arrangements with the U.S. Government implemented in September 2008, these securities
have an implicit guarantee, although they are not expressly backed by the full faith and credit of the U.S. Government. The mgjority of the remaining U.S. RMBS are backed by
fixed-rate loans that originated in 2005 or before.

At 31 December 2008, our exposure to sub-prime debt securities was limited to £39 million, and our exposure to collaterised debt obligations (“CDO") and coll aterised
loan obligations (“CLO") waslimited to £270 million. Investmentsin structured assets (excluding agency RMBS that are backed by GSEs) were £9,036 million, representing less
than 6% of total debt securities.

The vast majority of the corporate bonds that are not rated represent private placements and corporate bond investments made via unit trusts, where a“look-
through” to the underlying securities has been performed. The private placements are U.S. investments which are not rated by the major rating agencies but are rated an
average equivalent of A- by the Securities Valuation Office of the National Association of Insurance Commissioners (“NAIC”), aU.S. association of state insurance regulators.

Excluding the private placements that are rated an average A— by the NAIC, the exposure that is not rated by a major rating agency is less than 3% of total debt
securities.

Almost half of the debt securities rated less than BBB are held by our U.S. business. Of these debt securities 61% are rated BB, while only 6%, amounting to £62
million, arerated below B.
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Debt securities analysed by credit rating and sector

Total debt securities analysed by credit rating and product type are set out in the table below. Government and corporate debt securities are further analysed by type
of issuer.

Debt securities— Total Ratings
Lessthan

AAA AA A BBB BBB Non-rated Total
At 31 December 2008 £m £m £m £m £m £m £m
Government
UK government 18,776 19 59 - - - 18,854
UK local authorities - 17 - - - - 17
Non-UK government 21,672 8,114 9,147 401 274 1,186 40,794

40,448 8,150 9,206 401 274 1,186 59,665
Corporate
Public Utilities 2,093 432 1,996 890 84 39 5,534
Convertibles and bonds with warrants 13 65 419 209 78 71 855
Other corporate bonds 14,836 14,628 26,197 10,829 1,727 3,057 71,274
16,942 15,125 28,612 11,928 1,889 3,167 77,663

Certificates of deposits 362 524 404 3 - 18 1,311
Structured
RMBS non-agency sub-prime 22 12 1 3 1 - 39
RMBS non-agency ALT A 190 - - - 13 5 208
RMBS non-agency prime 1,192 53 31 24 - 140 1,440
RMBS agency 3,059 - - - - - 3,059

4,463 65 32 27 14 145 4,746
CMBS() 1,427 148 61 31 8 - 1,675
ABS() 1,025 202 323 240 3 307 2,100
CDO (including CLO) 120 27 56 11 3 53 270
ABCPB) 1,014 - - - - - 1,014
ABFRN®) 17 1 — 14 = = 32

3,603 378 440 296 14 360 5,091
Wrapped credit 231 156 164 67 - - 618
Other 249 54 450 28 6 853 1,640
Total 66,298 24,452 39,308 12,750 2,197 5,729 150,734
Total % 44.0% 16.2% 26.1% 8.4% 1.5% 3.8%
31 December 2007 54,783 23,362 27,131 9,831 1,269 5,135 121,511
31 December 2007 % 45.1% 19.2% 22.3% 8.1% 1.0% 4.2%

1. CMBS- Commercial Mortgage Backed Security
2. ABS— Asset Backed Security

3. ABCP— Asset backed commercial paper

4. ABFRN — Asset backed floating rate notes
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Debt securities, for which policyholders carry the exposure to investment losses, analysed by credit rating and product type are set out in the table below.
Government and corporate debt securities are further analysed by type of issuer.

Debt securities—

Policyholder s assets Ratings
Lessthan
AAA AA A BBB BBB Non-r ated Total
At 31 December 2008 £m £m £m £m £m £m £m
Government
UK government 5,050 19 — — — — 5,069
UK local authorities - - - - - - -
Non-UK government 1,412 887 1,286 99 7 237 3,928
6,462 906 1,286 99 7 237 8,997

Corporate
Public Utilities 8 7 18 7 1 1 42
Convertibles and bonds with warrants - - - 2 1 - 3
Other corporate bonds 990 2,114 4536 768 14 732 9,154

998 2,121 4,554 777 16 733 9,199
Certificates of deposits 106 148 7 - - 8 269
Structured
RMBS non-agency sub-prime 9 1 - - - - 10
RMBS non-agency ALT A - - - - - - -
RMBS non-agency prime 274 19 3 1 - 3 300
RMBS agency 20 — — — — — 20

303 20 3 1 - 3 330
CMBS 25 22 7 - - - 54
ABS 33 4 28 10 - 7 82
CDO (including CLO) 5 3 1 - - 1 10
ABCP 482 - - - - - 482
ABFRN 12 1 - 1 - - 24

557 30 36 21 - 8 652
Wrapped credit 6 10 10 - - - 26
Other 102 - 2 6 3 10 123
Total 8,534 3,235 5,898 904 26 999 19,596
Total % 43.6% 16.5% 30.1% 4.6% 0.1% 5.1%
31 December 2007 7,188 3,279 5,462 540 74 825 17,368
31 December 2007 % 41.4% 18.9% 31.5% 3.1% 0.4% 4.7%
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Debt securities, for which participating funds carry the exposure to investment losses, analysed by credit rating and product type are set out in the table below.
Government and corporate debt securities are further analysed by type of issuer.

Debt securities—

Participating fund assets Ratings
Lessthan
AAA AA A BBB BBB Non-rated Total
At 31 December 2008 £m £m £m £m £m £m £m
Government
UK government 12,068 — 57 — — — 12,125
UK local authorities - - - - - - -
Non-UK government 12,504 3,910 5311 254 199 67 22,245
24,572 3,910 5,368 254 199 67 34,370
Corporate
Public Utilities 1,967 284 677 168 9 2 3,107
Convertibles and bonds with warrants 12 43 285 74 72 24 510
Other corporate bonds 10,808 9,012 12,905 4,667 706 357 38,455
12,787 9,339 13,867 4,909 787 383 42,072
Certificates of deposits 70 337 390 - - - 797
Structured
RMBS non-agency sub-prime 7 11 - - - - 18
RMBS non-agency ALT A 5 - - - - - 5
RMBS non-agency prime 404 15 5 - - - 424
RMBS agency 133 — - — — — 133
549 26 5 - - - 580
CMBS 126 55 17 - - - 198
ABS 172 55 113 112 - - 452
CDO (including CLO) 4 - 3 - - - 7
ABCP 286 - - - - - 286
ABFRN 3 - - 2 — — 5
501 110 133 114 - — 948
Wrapped credit 39 37 23 32 - - 131
Other 50 7 8 1 - 602 668
Total 38,658 13,766 19,794 5,310 986 1,052 79,566
Total % 48.6% 17.3% 24.9% 6.7% 1.2% 1.3%
31 December 2007 30,939 12,289 13,032 3,968 227 1,094 61,549
31 December 2007 % 50.3% 20.0% 21.2% 6.4% 0.4% 1.8%

80




Debt securities, for which shareholders carry the exposure to investment losses, analysed by credit rating and product type are set out in the table below. Government
and corporate debt securities are further analysed by type of issuer.

Debt securities—

Shareholder assets Ratings
Lessthan

AAA AA A BBB BBB Non-r ated Total
At 31 December 2008 £m £m £m £m £m £m £m
Government
UK government 1,658 — 2 — — — 1,660
UK local authorities - 17 - - - - 17
Non-UK government 7,756 3,317 2,550 48 68 882 14,621

9,414 3,334 2,552 48 68 882 16,298
Corporate
Public Utilities 118 141 1,301 715 74 36 2,385
Convertibles and bonds with warrants 1 22 134 133 5 47 342
Other corporate bonds 3,038 3,502 8,756 5,394 1,007 1,968 23,665

3,157 3,665 10,191 6,242 1,086 2,051 26,392
Certificates of Deposits 186 39 7 3 - 10 245
Structured
RMBS non-agency sub-prime 6 - 1 3 1 - 1
RMBS non-agency ALT A 185 - - - 13 5 203
RMBS non-agency prime 514 19 23 23 - 137 716
RMBS agency 2,906 — - — - - 2,906

3,611 19 24 26 14 142 3,836
CMBS 1,276 71 37 31 8 - 1,423
ABS 820 143 182 118 3 300 1,566
CDO (including CLO) 111 24 52 11 3 52 253
ABCP 246 - - - - - 246
ABFRN 2 - - 1 - - 3

2,455 238 271 161 14 352 3,491
Wrapped credit 186 109 131 35 - - 461
Other 97 47 440 21 3 241 849
Total 19,106 7,451 13,616 6,536 1,185 3,678 51,572
Total % 37.0% 14.4% 26.5% 12.7% 2.3% 7.1%
31 December 2007 16,657 7,794 8,637 5,323 968 3,215 42,594
31 December 2007 % 39.1% 18.3% 20.3% 12.5% 2.3% 7.5%
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The table below summarises these disclosures, representing total assets (i.e. the sum of policyholder assets, participating fund assets and those assets to which the
shareholder has credit exposure). In respect of the wrapped credit investments, the table also shows the credit rating of the underlying securities, i.e. without the guarantee,

wherethisinformation isavailable.

Total assets
Rating with Insurance Guarantee Rating with Insurance Guarantee
Fair Vaue Fair Value
£m % of Total % of Total
Wrapped Credit
AAA 231 37.4% - 0.0%
AA 156 25.3% 14 2.3%
A 164 26.5% 68 11.0%
BBB 67 10.8% 254 41.1%
Lessthan BBB - 0.0% 4 0.7%
Non-rated - 0.0% - 0.0%
Not available without insurance guarantee - 0.0% 278 44.9%
Total Wrapped Credit 618 100.0% 618 100.0%
RMBS Agency
AAA 3,059 100.0%
Total RMBS Agency 3,059 100.0%
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Credit rating analysis of shareholder debt securities - Update at 30 June 2009

Debt securities at 30 June 2009, for which shareholders carry the exposure to investment losses, analysed by credit rating and product type are set out in the table
below. Government and corporate debt securities are further analysed by type of issuer.

Debt securities—

Shareholder assets Ratings
AAA AA A BBB Lessthan BBB Non-rated Total
At 30 June 2009 £m £m £m £m £m £m £m
Gover nment
UK government 1,212 — — — - — 1,212
UK local authorities & 9 - - - - 12
Non-UK government 7,399 2,409 2,310 47 58 601 12,824
8,614 2,418 2,310 47 58 601 14,048
Corporate
Public Utilities 105 132 1,308 755 59 39 2,398
Convertibles and bonds with warrants - 21 110 124 27 1 283
Other corporate bonds 1,940 3,225 9,603 6,265 1,091 1,870 23,994
2,045 3,378 11,021 7,144 1,177 1,910 26,675
Certificates of Deposits 191 4 - 1 - 11 207
Structured
RMBS non-agency sub-prime 2 - 1 2 1 - 6
RMBS non-agency ALT A 129 4 - - 12 - 145
RMBS non-agency prime 313 12 24 28 1 277 655
RMBS agency 2,458 - - - - - 2,458
2,902 16 25 30 14 277 3,264
CMBS 1,368 59 30 36 14 - 1,507
ABS 856 121 164 86 5 271 1,503
CDO (including CLO) 77 10 68 8 18 50 231
ABCP 175 - - - - - 175
ABFRN 1 - - 1 - - 2
2477 190 262 131 37 321 3,418
Wrapped credit 141 51 95 79 - 6 372
Other 75 7 305 42 5 241 675
Total 16,445 6,064 14,018 7474 1,291 3,367 48,659
Total % 33.8% 12.4% 28.8% 15.4% 2.7% 6.9%
30 June 2008 19,099 7479 13,618 6,536 1,185 3,673 51,590
30 June 2008 % 37.0% 14.5% 26.4% 12.7% 2.3% 7.1%

At 30 June 2009, the overall quality of shareholder debt securities remained strong and has been maintained, despite the continuing downgrade activity by the major
rating agencies during the first half of 2009, by taking opportunities to move into higher quality assets. Nearly 29% of shareholder exposure to debt security holdingsisin
government bonds. A further 55% of holdings are in corporate bonds with an average rating of A.
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Equity securities

The table below analyses our investmentsin equity securities by sector:

Policyholder Participating Shareholder Total
At 31 December 2008 £m £m £m £m
Public Utilities 1,829 2,065 40 3,934
Banks, trusts and insurance companies 3,994 1,937 1,927 7,858
Industrial miscellaneous and all other 17,919 9,641 3,619 31,179
Non-redeemable preferred shares 98 174 168 440
Total 23,840 13,817 5,754 43,411
Total % 54.9% 31.8% 13.3%
31 December 2007 30,318 22,826 5,685 58,829
31 December 2007 % 51.5% 38.8% 9.7%

At 31 December 2008, shareholder investment in equity securities amounted to £5,754 million, of which 76% related to our business in Netherlands, 17% our Italian
business and 7% other businesses. The Italian equity holdings are held both directly by our Italian subsidiaries and by Group holding companies.

Of our £7,858 million exposure to equity investments in banks, trusts and insurance companies, £1,927 million relates to sharehol der investments, which include £968
million strategic equity investments in our Italian bancassurance partners and £789 million equities held by our business in the Netherlands. The Italian equity investment

include a £339 million strategic holding in Uncredit and holdingsin other Italian banks of £348 million, net of minority interests of £238 million.

The remaining shareholder exposure to equity securities, other than banks, trusts and insurance companies, arises principally in our Netherlands business, amounting

t0 94% of the total exposure of £3,827 million.

Shareholder equity securities - Update to 30 June 2009

At 30 June 2009, shareholder investment in equity securities amounted to £5,322 million, representing 15% of total investmentsin equities. The reduction compared to
31 December 2008 is aresult of reduced shareholder exposure to equity investmentsin banks, trusts and insurance companiesin our Netherlands business.

Other investments

The table below analyses other investments by type:

Policyholder Participating Shareholder Total
At 31 December 2008 £m £m £m £m
Unit trusts and other investment vehicles 22,828 5,363 798 28,989
Derivative financial instruments 27 1,217 1,667 2911
Deposits and credit institutions 105 8 833 946
Minority holdingsin property management undertakings 148 759 62 969
Other 524 2,096 76 2,696
Total 23,632 9,443 3,436 36,511
Total % 64.7% 25.9% 9.4%
31 December 2007 22,292 11,362 2,846 36,500
31 December 2007 % 61.1% 3L.1% 7.8%




Regulation
Compliance

I'n our insurance business, matters may arise as aresult of industry-wide issues, inspection visits or other regulatory activity requiring discussion and resolution with
insurance industry regulators. As a result of these matters, we ensure that procedures are in place to address regulatory concerns and that such procedures are properly
planned, managed and resourced. We pursue corrective action when necessary and report progress to the regulatory bodiesin atimely manner.

Overview of regulation asit affectsour business

Our principal insurance and investment operations are in the United Kingdom, Europe, North America and the Asia-Pacific region. We are therefore subject to
financial servicesregulation in these regions, which is discussed below.

United Kingdom
The Financial Services Authority

In the U.K., the Financial Services Authority (the“FSA”) isthe single regulator for all authorised persons with respect to regulated activities in the financial services
sector. Inthisregard, the FSA is authorised to make rules and issue guidance in relation to a wide sphere of activity encompassing the governance of the conduct of business
by, and the prudential supervision of persons which the FSA has authorised to conduct such business ("Authorised Persons" or "Authorised Firms").

Under the Financial Services and Markets Act 2000 (“FSMA™), no person may carry on or purport to carry on a regulated activity by way of business in the U.K.
unless heis an Authorised Person or an exempt person. A firm which is granted permission by the FSA to carry on regulated activities becomes an Authorised Person for the
purposes of FSMA. “Regulated activities” are prescribed in the Financial Services and Markets Act 2000 (Regulated Activities) Order 2001 and include banking, insurance
and investment business, stakeholder pension schemes, insurance mediation and certain mortgage mediation and lending activities.

Authorised Firms must at all times meet certain threshold conditions, which include having adequate resources for the carrying on of its business and being a fit and
proper person, having regard to all the circumstances. Authorised Firms must also comply with the FSA's Principles for Business, which are eleven high level principles for
conducting financial services business in the U.K. These include the maintenance of adeguate systems and controls, treating customers fairly and communicating with
customersin amanner that is clear, fair and not misleading.

The FSA's Regulation of the Group

A number of the Group’s U.K. subsidiaries are directly authorised and regulated by the FSA. The regulated subsidiaries include our insurance companies (e.g. the
U.K. Life and U.K. General Insurance companies), asset managers (Aviva Investors) and intermediaries (U.K. Healthcare and RAC Motoring Services). Aviva plc, athough
not directly authorised by the FSA, does itself come within the scope of regulation by virtue of being the ultimate insurance holding company in the Group. In line with
requirements under the Insurance Groups Directive, Group solvency returns are required to be prepared at Avivaplc level.

The FSA regimeis built on the basic principle that a firm should have systems and controls, including risk management, which are appropriate to the size, complexity
and diversity of its business.
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Approved Persons and Controllers

The FSA regime is also predicated on the principle of senior management responsibility. The directors and senior managers (excluding non-executive directors)
holding positions of significant influence of each of the Group’s regulated entities are individually registered with the FSA under the “ Approved Person” regime, and can be
held directly accountable to the FSA for control failings in those firms. A number of senior managers at Group level have also been registered as Approved Persons against
the regulated subsidiaries, even though they are neither directors nor senior managers of these firms. This recognises that these managers exert significant influence over the
regulated subsidiaries, because they are responsible for key parts of the Group's control framework on which the regulated subsidiaries place reliance.

The FSA regulates from alegal entity perspective, even though we tend to operate within Regions by Business Unit. However, the FSA also recognises, and indeed
expects, that Aviva's regulated subsidiaries operate within an overall framework of Group governance and controls. Itsrules expressly provide that any systems and controls
which operate on a Group basis will be taken into account in determining the adequacy of a regulated subsidiary’s systems and controls. The robustness of these Group
controls, from the operation of the Aviva plc board and its committees down, is thus very much within its regulatory remit.

The FSA regulates the acquisition and increase of control over Authorised Firms. Under FSMA, any person proposing to acquire control of or increase control over
certain thresholds over an Authorised Firm must first obtain the consent of the FSA. The Authorised Firm must also inform the FSA of any such proposed acquisition or
increase. In considering whether to grant or withhold its approval to the acquisition or increase of control, the FSA must be satisfied both that the acquirer is afit and proper
person and that the interests of consumers would not be threatened by this acquisition or increase of control.

Control over aU.K. Authorised Firm ("A") is acquired if the acquirer holds 10% (or 20% if the Authorised Firm is an insurance intermediary) or more of the sharesin
A or a parent undertaking of A (“P"); is able to exercise significant influence over the management of A or P by virtue of his shareholding in that company; is entitled to
exercise, or control the exercise, of 10% (20% in the case of an insurance intermediary) or more of the voting power of A or P, or is able to exercise significant influence over the
management of A or P by virtue of his voting power in that company. Increasesin "control", once they reach thresholds of 20%, 33% and 50% of the shares or voting power
of an Authorised Firm or one of its parent undertakings, also requires the consent of the FSA.

In order to determine whether a person or agroup of personsisa"controller" for the purposes of FSMA, the holdings (shares or voting rights of the person and his
"associate"), if any), are aggregated.

FSA Conduct of Business Rules

The FSA's Conduct of Business (“COB”) Rules apply to every Authorised Firm carrying on regulated activities and regulate the day to day conduct of business
standards to be observed by Authorised Personsin carrying on regulated activities.

The COB Rules are principle based and the scope and range of obligationsimposed on an Authorised Firm will vary according to the scope of its business and range
of the Authorised Firm's clients. Generally speaking, however, the obligations imposed on an Authorised Firm by the COB Rules will include the need to classify its clients
according to their level of sophistication, provide them with information about the Authorised Firm, meet certain standards of product disclosures (including fee and
remuneration arrangements), ensure that promotional material which it producesis clear, fair and not misleading, assess suitability when advising on certain products, controls
on the range and scope of advice given, manage conflicts of interest, report appropriately to its clients and provide certain protectionsin relation to client assets.
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Day to Day Supervision

The FSA’s day to day supervision of Avivais conducted by a dedicated team within its Major Retail Groups Division. The FSA takes a risk based approach to its
regulatory activity, concentrating its resources on those firms and activities which it assesses pose the greatest potential threats to its four statutory objectives of:

maintaining confidence in thefinancial system;

promoting public understanding of the financial system;

securing the appropriate degree of protection for consumers; and

reducing the extent to which it is possible for a business to be used for a purpose connected with financial crime.

Given our size, and the extent of our share of the U.K. retail market, amajor issue within our business which causes concern for the FSA could have avery significant
impact on these objectives. The FSA therefore aspiresto have a*“close and continuous” relationship with us. In practice, this means that a wide range of Group, Regional and
U.K. Business Unit senior managers have regular scheduled ‘close and continuous’ meetings with the FSA, and other meetings and discussions on specific issues take place
as the need occurs. This adds up to weekly or even daily FSA interaction at both U.K. Business Unit and Group level, although contact at a Regional level would be less
frequent.

The FSA also periodically conducts a formal ARROW review of Aviva (which stands for Advanced, Risk-Responsive Operating framework), to assess the level of
risk that the Group poses to each of the FSA objectives. Thelast full risk assessment was conducted in 2007 and the next full risk assessment is dueto start in the first half of
2009. The resulting risk mitigation programme (“RMP”) itemises those areas of potential risk or weakness where the FSA particularly wishes us to focus attention. The risk
assessment and RM P are updated on an on-going basis between each ARROW review.

Along with other firms in the insurance industry, our relationship with the FSA has recently gone through another significant stage in its development with the roll
out of the individual capital assessment ‘ICA’' regime. This is shifting emphasis from managing issues after the event to better assessing the adequacy of up front
governance, risk management and prevention. It hasalso increased focus on risk, controls and governance at individual entity level.

The FSA has highlighted in its 2008 Business Plan that it expects to examine the extent to which insurers have integrated their approach to risk and capital
management. Accordingly it will be looking to see that material management decisions are made with due understanding of the risk and capital impacts and that reliance is
placed on the modelling underlying the ICA assessment.

Outside of the U.K., each Aviva business is regulated by its own national regulator(s). However, overseas operations are also within the remit of the FSA for two
main reasons:

L] The structure of the Group means that the great majority of the overseas operations are owned, ultimately, by Aviva International Insurance (All), a U.K.
regulated insurance company. In its regulation of All, the FSA has a legitimate interest in the systems and controls by which the Group manages its
overseas businesses, to ensure that financial shocks do not flow through to the U.K.

= Our activities within the EU are subject to the Insurance Groups Directive (as discussed in more detail below). This gives the FSA the additional formal
responsibility of acting as lead regulator (i.e. the cross sector supervisory co-ordinator) for the Group within the EU.
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The FSA therefore seeks to monitor the strategy and performance of the Group’sinternational businesses through regular ‘ Close and Continuous’ meetings with the
CEOs and Finance Directors of the overseas Regions.

The FSA aims to play a leading role in the development of both EU and international regulation. It is, in particular, at the vanguard of the movement towards risk
based insurance regulation. The FSA has increased its desire for a principles based approach to regulation. In line with this FSA continues to place increasing weight on the
‘Treating Customers Fairly’ principle. Morerecently FSA has rewritten the conduct of business rules to remove many of the more granular requirements.

Intervention and Enforcement

The FSA has extensive powers to investigate and intervene in the affairs of Authorised Firms and is obliged under FSMA to monitor compliance with the
requirements imposed by, and to enforce the provisions of, FSMA, related secondary legislation and the rules made thereunder.

The FSA's enforcement powers, which may be exercised against both Authorised Firms and Approved Persons, include public censure, imposition of unlimited fines
and, in serious cases, the variation or revocation of permission to carry on regulated activities or of an Approved Person's status. The FSA may also vary or revoke an
Authorised Firm's permission to protect the interests of consumers or potential consumers, or if the Authorised Firm has not engaged in regulated activity for twelve months,
or if it isfailing to meet the threshold conditions for authorisation. The FSA has further powers to obtain injunctions against Authorised Persons and to impose or seek
restitution orders where persons have suffered loss.

In addition to its ability to apply sanctions for market abuse, the FSA has the power to prosecute criminal offences arising under FSMA and insider dealing under Part
V of the Criminal Justice Act 1993 and breaches of money laundering regulations. The FSA's stated policy isto pursue criminal prosecutionin all appropriate cases.

In December 2007, the FSA fined Norwich Union Life £1.26 million for not having effective policy administration systems and controls in place to protect customers’
confidential information and manage its financial crime risks. These failings resulted in a number of actual and attempted frauds by third parties outside of the Group against
Norwich Union Lifée' s customers. The weaknesses in policy administration systems and controlsidentified have since been remedied and any losses incurred by policyholders
reimbursed.

The Financial Services Compensation Scheme (* FSCS')

The FSCSis intended to compensate individuals and small businesses for claims against an Authorised Firm where the Authorised Firm is unable or unlikely to be
able to meet those claims (generally, when it is insolvent or has gone out of business). Under a new funding system that started on 1 April 2008, for the purposes of funding
FSCS compensation costs, the FSCS levy is split into five broad classes:

n Deposits;

N Long-term insurance and savings,
L] General insurance;

] Investments; and

n Home finance.
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With the exception of the deposits class, each broad class is divided into two sub-classes based on provider/intermediation activities. Each of the "sub-classes" is
made up of firmswhich are providers or intermediaries and engage in similar styles of business with similar types of customer.

The sub-classes are based on the activities a firm undertakes (and are aligned to their FSA permissions). A firm could be allocated to one or more sub-classes
according to the activities that it undertakes. In the event of a failure of a market participant, the Authorised Firms in the Group could be required to make contributions to
compensate investors.

Restrictions on Business

Under the FSA’s Handbook, an insurance company is restricted from carrying on any commercial business other than insurance business and activities directly
arising from that business. Therefore, the FSA authorised insurance companies in the Group are bound by this restriction.

Capital & Solvency Rulesfor Insurers

Under the FSA Handbook, a U.K. insurer (including those within the Group) must hold capital resources equal to at least the Minimum Capital Requirement (the
“MCR"). Insurers with with-profits liabilities of more than £500 million must hold capital equal to the higher of MCR and the Enhanced Capital Requirement (the “ECR”). The
ECR is intended to provide a more risk responsive and “realistic’ measure of awith-profitsinsurer’s capital requirements, whereasthe MCR is broadly speaking equivalent to
the previous required minimum margin and satisfies the minimum EU standards.

Determination of the ECR involves the comparison of two separate measurements of the Authorised Firm's financial resources requirements, which the FSA refersto
asthe “twin peaks” approach. Thetwo separate peaks are:

] The requirement comprised by the mathematical reserves plus the“long term insurance capital requirement” (the “LTICR”), together known as the
“regulatory peak”; and
] A calculation of the“realistic” present value of the insurer’s expected future contractual liabilities together with projected “fair” discretionary bonuses to

policyholders, plusarisk capital margin, together known asthe “realistic peak”.

The regulatory peak implements the Solvency | Directives, the latter forming part of the European Commission’s efforts to achieve a single European market for
financial services. The LTICR is made up of several components, but in general is equal to approximately 4 percent of the mathematical reserves, athough the formula varies
according to the type of business written.

All insurers must also assess for themselves the amount of capital needed to back their business (“Individual Capital Assessments’). If the FSA viewsthe result of
this assessment as insufficient, the FSA may draw up its own Individual Capital Guidance for the firm, which can be imposed as a requirement on the scope of the Authorised
Firm’s permission.

Long term Assets and Liabilities

Where a U.K. insurer carries on life insurance business, then long term business assets and liabilities — namely those assets and liabilities relating to life and health
insurance policies— must be segregated from the assets and liabilities attributable to non-life insurance business or to shareholders. Separate accounting and other records
must be maintained and a separate fund must be established to hold all receipts of long-term business.

The extent to which long-term fund assets may be used for purposes other than long-term business is restricted by the rules in the FSA Handbook. Only the
“established surplus’ — the excess of assets over liabilities in the long-term fund, as determined by actuarial investigation — may be transferred so asto be available for other
purposes. Restrictions also apply to the payment of dividends by the insurance company, as described below. The rules in the FSA Handbook for insurers reguire the
maintenance of sufficient assetsin the separate long-term insurance fund to cover the actuarially determined value of the insurance liabilities.
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Distribution of Profits and With-profits Business

For U.K. authorised life insurers carrying on with-profits business, the FSA’s rules requires that once an allocation of surplusin awith-profits fund has been made to
policyholders, no transfer of assets representing any part of a subsequent surplus can be made, to shareholders or otherwise, unless either the “relevant minimum” (as defined
in the FSA Handbook) of the surplus has been allocated to policyholders or a statutory notification procedure has been followed. Calculation of the relevant minimum is
based on the percentage of the relevant surplus previously allocated to eligible policyholders.

Reporting Requirements

Under the FSA Handbook, insurance companies must file with the FSA their audited annual accounts and statements of financial position and life insurers' annual
reports from the actuary performing the actuarial function. Thereisalso arequirement to report the annual solvency position of the insurance company’s ultimate parent.

The FSA uses the annual return to monitor the solvency (ability to meet current and future obligations such as claims payments to policyholders) of an insurance
company. For general insurance business, the return is also used to assess retrospectively the adequacy of the company's claims provisions. The directors of an insurance
company are required to sign a certificate, which includes a statement as to whether the company has maintained the required minimum margin of solvency throughout the
year. The directors must also certify that the company has completed its return to the FSA properly in accordance with the FSA's instructions and that the directors are
satisfied that the company has complied in all material respects with the requirements set out in the FSA Handbook.

U.K. Winding Up Rules

The general insolvency laws and regulations applicable to U.K. companies are modified in certain respects in relation to U.K. insurance companies, where direct
insurance claims will have priority over the claims of other unsecured creditors (with the exception of preferred creditors), including reinsurance creditors, on a winding-up by
the court or a creditors' voluntary winding up of the insurance company. Furthermore, instead of making a winding-up order when an insurance company has been proved
unable to pay its debts, a U.K. court may, under section 311 of FSMA, reduce the amount of one or more of the insurance company's contracts on terms and subject to
conditions (if any) which the court considers fit. Where an insurance company isin financial difficulties but not in liquidation, the Financial Services Compensation Scheme
may take measures for securing the transfer of all or part of the business to another insurance company.

FSMA provides further protection to policyholders of insurance companies effecting or carrying out contracts of long-term insurance. Unless the court orders
otherwise, aliquidator must carry on the insurer's business so far asit consists of carrying out the insurer's contracts of long-term insurance with aview to it being transferred
as a going concern to a person who may lawfully carry out those contracts, In carrying on the business, the liquidator may agree to the variation of any contracts of any
contracts of insurance in existence when the winding-up order is made, but must not effect any new contracts of insurance.
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The European Union (“EU")

In addition to its U.K. businesses Aviva is also currently active in 14 of the 27 EU member states through wholly owned subsidiary and joint venture
companies. These companies are subject to the laws and regulation of the EU member state in which they are based. However, as progress continues towards the creation of a
single market in financial services, EU legislation will continue to have a significant influence on the legislative environment both in the U.K. and other EU markets.

The EU operates by promulgating Directives that must be implemented into local nationa legislation within each EU member country. Directives set the minimum
standards for the appropriate national legislatures to meet, but leave it up the legislatures to decide just how they should be implemented. National governments are generally
free to include restrictions in their laws beyond those required by a directive but may not pass laws that do not meet the minimum standard. Directives are written at a fairly
high level of detail and consequently implemented in more detail at national level according to the local legal system. Still higher levels of detail may be imposed through the
rules and regulations of national regulators. In the case of financial services businesses these rules can be extensive.

EU financia services regulation is based on the principle of ‘home country control’ under which the home country regulator is responsible for monitoring compliance
with al applicable regulation. For life and non life insurance business the home country control principle was implemented through the Third Life and Non Life Directives
during the mid 1990's. This regime places the responsibility for such issues as solvency, actuarial reserves and investment of assets as well as certain governance issues on
the home country regulator. Consequently most companies that have been licensed to conduct insurance business in one member state may conduct business or apply to
‘passport’ into all other member states without having to be separately licensed in each. The general exception is selling activity which continues to be regulated by the state
in which the sale takes place.

Insurance Group Directive

The EU has promulgated the Insurance Groups Directive ("IGD"), which requires member states to introduce the following measures to strengthen supervision of
insurance companies which are part of agroup:

L] An adjustment to the solo supervision solvency calculation in relation to participating interest in other insurance undertakings in order to eliminate "double-
gearing” (the use of the same regulatory capital in more than one entity of agroup);

u An additional parent undertaking solvency margin calculation analogous to the adjusted solo solvency margin test referred to above, to be applied at the
level of the parent undertaking;

u The introduction of new solo-supervision requirements, including rules as to internal control within the insurance undertaking regarding the production of
information relevant to supplementary supervision, the exchange of information within the group and the supervision of intra-group transactions; and

u Further provisions aimed at ensuring co-operation between competent regulatory authorities of member states.

Since 31 December, 2006 the Group capital resources requirement (the parent undertaking solvency calculation mentioned above) has been a "hard" test (i.e. it
constitutes a requirement to maintain the Group capital resources, rather than simply to make the calculation) under the FSA Handbook.
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Reinsurance Directive

On 16 November 2005, the Council and the European Parliament adopted Directive 2005/68/EC on reinsurance (the "Reinsurance Directive") which member states were
obliged to transpose into national law by 10 December 2007. The Reinsurance Directive requires that all reinsurance undertakings be authorised in their home member
state. To obtain that authorisation, they will need to meet strict requirements. Once they have done so, they will be free to carry out their activity anywherein the EU through
the single market passport. The FSA hasimplemented the requirements of the Directive by changing its Handbook with effect from 31 December 2006.

Distance Marketing Directive
Under the Distance Marketing Directive, EU member states are required to implement aframework of rules and guidance in order to protect consumers by:

Setting minimum standards for information that must be provided to consumers before entering into afinancial services contract by "distance means'; and
L] For certain products and services, giving a cooling-off period, which for general insuranceis 14 days, in which aconsumer may, without penalty, cancel such
acontract.

Insurance Mediation Directive

Under the Insurance Mediation Directive, EU member states are required to establish aframework to:

u Ensure that insurance and reinsurance intermediaries have been registered on the basis of aminimum set of professional and financial requirements;

L] Ensure that registered intermediaries will be able to operate in other member states by availing themselves of the freedom to provide services or by
establishing a branch; and

L] Impose minimum requirements, with certain limitations, as regards the content of the information which the insurance intermediaries must make available to

their potential customers, and the arrangements for its provision.
Financial Services Action Plan (“ FSAP")

Further measures towards the creation of a single market in financia services were incorporated into the Financial Services Action Plan (“FSAP”) adopted in
2000. The FSAP included specific legislative action aimed at extending (i) the single wholesale market (ii) creating an open and secure retail market and (iii) introducing state of
the art prudential rules and supervision.

The FSAP aso included measures towards harmonising conduct of business rules, notably The Insurance Mediation Directive and the Distance Marketing Directive
described above.

Investment Business

With the introduction of the Investment Services Directive (“1SD") the same home country control and passporting regime applied to fund management activities. In
November 2007 the 1SD was superseded by the Markets in Financia Instruments Directive (“MiFID”). MiFID builds on the home country control principle but extends the
range of ‘core’ investments services and activities that may be passported from one member state to another and increased clarity of responsibilities between home and host
country jurisdictions. MiFID also introduces greater harmonisation governing the organisation and conduct of business of investment firms.
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The Capital Requirement Directive which came into force on 1 January 2007 sets out for the first time directive—based capital requirements for all investment firms
brought into regulation by MiFID.

International Financial Reporting Standards (“ IFRS’)

The standards drafted by the International Accounting Standards Board (“IASB”) have been mandatory for about 7000 EU listed companies since 1 January
2005. For standards on insurance contracts a two phased approach has been adopted by the IASB. Under the interim solution adopted as IFRS 4 Insurance Contracts,
insurers apply a variety of existing local accounting practises subject to a number of adjustments. Proposals for a final standard for accounting for insurance contracts are
currently under review but might not be agreed before 2011 or later.

Solvency |1

On 5 May 2009, the European Parliament formally adopted the Solvency Il Level 1 Directive. Solvency |l represents a fundamental change in European regulation and
will result in a more sophisticated risk based capital approach. It establishes a solvency system that is better matched to the true risks of insurers enabling supervisors to
protect policyholder interests as effectively as possible in accordance with common principles across the EU. As expected, provisions relating to Group Support, that would
have facilitated more efficient movement of capital within a Group, were removed from the final approved Directive. However, the Directive contains an explicit clause that the
European Commission will revisit the issue within three years following implementation.

Despite agreement on the text of the Level 1 Directive, there remains much to do to agree the Level 2 implementing measures. 37 consultation papers on Level 2
implementing measures have already been issued with a further 13 consultation papers expected before the end of 2009. Solvency |1, however, remains on course for
implementation by the end of 2012.

Future EU Developments

The integration of retail financial services and the increased awareness of consumers to financia issues remain high on the EU agenda. This is tending to drive a
number of initiatives including the Single Market review which will encompass reviews of the working of the retail financial services markets, adequacy of consumer protection
and contractual rights provisions as well as more specific proposals on investment products and mortgages.

In addition to the EU wide initiatives there have also been devel opments within our major EU markets, including:

In France all applicable EU Directives have now been brought together in a single insurance code supervised by the Authorité de Controle des Assurances et des
Mutuelles (“ACAM"). Inthe Netherlands, where Aviva operates under the Delta LIoyd brand, anew Financial Services Act replacing eight former supervision Acts cameinto
force on 1 January 2007. Under the new Act the role of the two market regulators — The Nederlandische Bank (“DNB”) for prudential issues and the Authority for Financial
Markets (“AFM™) for conduct of business are clearly defined.

Primary EU insurance regulation in Ireland has been implemented through two Acts and supervised by the Financial Regulator. In July 2007 the Consumer Protection
Code was introduced, a major |egislative development bringing together comprehensive rules to apply across the financial services sector.

In both Spain and Italy where we operate through joint ventures with local banks and savings institutions there has been significant progress in revising local
regulation and strengthening among others governance, mediation and disclosure requirements
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On Poland’ s accession to the EU in 2003 the introduction of anumber of Acts continued the liberalisation of insurance law started by the Insurance Act of 1990. The
2003 Acts introduced EU law on insurance activities covering areas including licensing, supervision, reserving and technical provisions, financial reporting, selling activities,
pension fund supervision and the role of an insurance ombudsman. The 2006 Act on Financial Market Supervision created a single regulator the Polish Financial Supervision
Authority (“KNF"). The process was completed on 1 January 2008 when the KNF assumed responsibility for bank regulation from the National Bank of Poland.

United States

We write life and annuity business in the United States through Aviva USA, awholly owned subsidiary formed by the merger of Aviva Life Insurance Company of
Americawith AmerUS which it acquired in July 2006. Aviva USA is domiciled in lowa and licensed to conduct business in all 50 states. In New York it operates a wholly
owned subsidiary AvivaLife Insurance Company of New Y ork.

Thereisno federal system of regulation for the insurance businesses. Rather, individual states have authority to pass statutes, adopt regulation or issue directives to
regulate insurance activities within their jurisdiction.

Consequently, life insurance companies are subject to regulation both in the state in which they are domiciled as well asin each of theindividual statesin which they
operate. State regulation can vary in detail from state to state. All have laws and regulations covering the financial aspects of the insurance business including standards of
solvency, reserves reinsurance and capital adequacy. In addition, most states have specific regulation governing licensing and conduct of selling agents as well as the
approval of products and associated product forms and literature.

Federal Initiatives

While the National Association of Insurance Commissioners (“NAIC”) has no statutory powersit operates at a federal level proposing model laws and regulation that
state regulators may implement, adapt or reject. An example is the“Suitability in Annuity Transactions Model Act” originally intended for customers over the retirement age,
which isbeing widely adopted by states for abroad range of transactions.

NAIC has a commitment to modernising the state based system of insurance regulation and is pushing forward an action plan aimed at achieving consistency of
approach between states on a number of issues including consumer protection, licensing, solvency and changes in insurance company control. The American Council of Life
Insurers (“ACLI") is proposing an optional federal charter (“OFC") under which lifeinsurers could choose to be federally regulated instead of state regulated. It is envisaged
that the OFC would operate within the NAIC modernisation plan.

Additionally, there is active discussion within the NAIC of moving to a principles-based valuation system for the setting of reserves and capital for life insurance
companies. This could change our statutory reserve and capital requirements significantly and it is not possible to estimate the impact on our financial condition and results
of operation at thistime.

On 17 December 2008 the SEC voted in favour of adopting a new rule 151A under the Securities Act of 1933, as amended. The effect of the rule change is to bring
indexed annuity products within SEC regulation on a similar basis as the so called “variable” products which are regulated as securities. The rule was set to become effective
on 12 January 2011 and apply to equity indexed securities issued on or after that date. However, after alegal challenge to rule 151A by a life insurer in the U.S. Court of
Appeals for the D.C. Circuit, the court remanded rule 151A back to the SEC on 21 July 2009, requiring the SEC conduct additional analysis or explain why such analysisis not
required. This could change some aspects of the rule and could delay the effective date. We believe that indexed annuities are an important product for the U.S. savings and
retirement market and sales of the products will continue to grow regardiess of the outcome of the proposed rule. We have developed products that will meet the new
regulatory environment. We will also continue working to ensure our development plans comply with the new regquirements.
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On 18 June 2009, U.S. President Obama's administration released awhite paper outlining its proposals for US financial services regulatory reform, including a number
of recommendations for insurance regulation. The white paper representstheinitial stage in what will be a major debate |eading to the development of more detailed proposals.

Risk-based capital

The NAIC has developed risk-based capital standards for life insurance companies as well as amodel act for state legislatures to enact. The model act requires that
life insurance companies report on a formula-based, risk-based capital standard that they calculate by applying factors to various asset, premium and reserve items. The
formulatakes into account the risk characteristics of a company, including asset risk, insurance risk, interest rate risk and business risk. The NAIC designed the formula as an
early warning tool to identify potentially inadequately capitalised companies for purposes of initiating regulatory action. The NAIC intended the formula as a regulatory tool
only and did not intend it as a means to rank insurers generally. The model act imposes broad confidentiality requirements on those engaged in the insurance business
(including insurers, agents, brokers and others) and on state insurance departments as to the use and publication of risk-based capital data.

Any state adopting the model act gives the state insurance commissioner explicit regulatory authority to require various actions by, or take various actions against,
insurance companies whose adjusted capital does not meet minimum risk-based capital standards. The lowa Insurance Commissioner takes into account the NAIC' s risk-based
capital standards to determine adequate compliance with lowainsurance law.

Effective 31 December 2005, the NAIC implemented new requirements, referred to as C-3 Phase |, for calculating risk based capital in connection with variable annuity
products with death and living benefit guarantees. These changes did not have a material effect on our U.S. operations, and at 31 December 2008, the Company’s total
adjusted capital under the NAIC's definition substantially exceeded |owa standards.

Canada
We write property and casualty businessin Canada viaanumber of wholly owned companies.

Insurance business in Canada is regulated federally by the Office of the Superintendent of Financial Institutions (OSFI) with the focus very much on prudential
supervision i.e. capital adequacy, solvency etc. OSFI derives its powers from the federal Insurance Companies Act (Canada) which governs the structure and operation of
federally incorporated insurance companies.

The capital adequacy of insurance companies is monitored under the Minimum Capital Test (MCT) — arisk based framework allowing for capital to be assessed on the
basis of an individual company’srisk profile taking account of the investments held and insurance business being written. Companies have their own internal MCT target as
well as being expected to maintain capital in excess of 150% of the OSFI minimum requirement.

There are also 10 individual provincial regulators each regulating predominantly conduct of business issues such as policy terms and conditions, pricing and
underwriting of companiesthey have licensed to write businessin the province.
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Asia Pacific

We operate within the Asia Pacific region through a network of subsidiary companies either wholly owned or established as ajoint venture with alocal partner. Our
businessin the region is predominately long term and savings business.

We have wholly owned businessesin Singapore and Hong Kong. We operate in China, India, Malaysia, Sri Lanka, Taiwan and Koreawhich, depending on the nature
and extent of the control we are able to exert, are either accounted for as subsidiaries, joint ventures or associates. In Australia our fund management business is subject to
regulation by the Australian Securities and I nvestments Commission (A SIC) who focus on conduct of businessissues.

The Asia Pacific region is made up of anumber of widely differing and independent markets. The markets tend to be at different stagesin their development but each
hasits own regulatory structures and Avivafully complieswith the local regulation in each of the countriesin which it operates.

Industry regulation across the region typically focuses on financial stability i.e. minimum capital and the basis for calculating solvency, reserves and policyholder
liability. In many of the markets across the region Regulators have the power to revoke operating licenses, regulate shareholder structures and the participation in and the
payment of dividends. What could be described as the less devel oped markets in the region are moving quickly to modernise insurance regulation with an increasing focus on
governance and conduct of business.

Intellectual Property
Our primary brandsin the U.K. (Aviva, Norwich Union, RAC) are registered trade marksin the U.K. and elsewhere.
We own approximately 300 registered or pending marksin the U.K., including Community trade marks having effect in the entire EU.
We have an active programme of review of marks and watching for infringements. There are no material infringements in the U.K. known to us as at the date of this

report, either by the Group or third parties.
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ORGANISATIONAL STRUCTURE

The following chart shows, in simplified form, the organisational structure of the Group as at 31 December 2008. The Registrant, Avivaplc, is the holding company of
the Group:
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The principal subsidiaries of the Company are listed below by country of incorporation. All are wholly-owned, directly or indirectly, and transact insurance or
reinsurance business, fund management or services in connection therewith, unless otherwise stated.

United Kingdom

Aviva Employment Services Limited
Avivalnsurance Limited
Avivalnternational Insurance Limited
Avivalnvestors Global Services Limited
Avivalnvestors Pensions Limited
Avivalnvestors UK Fund Services Limited
Avivalnvestors UK Funds Limited

CGNU Life Assurance Limited

CGU Bonus Limited

CGU Underwriting Limited

Commercia Union Life Assurance Company Limited
Gresham Insurance Company Limited
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Hamilton Insurance Company Limited
Hamilton Life Assurance Company Limited
London and Edinburgh Insurance Company Limited
AvivaAnnuity UK Limited

AvivaCentra Services UK Limited

Aviva Consumer Products UK Limited
AvivaEquity Release UK Limited
AvivaHeath UK Limited

Avivalnsurance UK Limited

Avivalnsurance Services UK Limited

Norwich Union Life (RBS) Limited
Avivalife& Pensions UK Limited

AvivaLife ServicesUK Limited

AvivaRisk Management Solutions UK Limited
AvivaUKGI Investments Limited

RAC Financia Services Limited

RAC Insurance Limited

RAC Motoring Services

RAC plc

Belgium
DeltaLloyd LifeN.V.
Swiss Life Belgium N.V.

Bermuda
AvivaRe Limited

Canada

Aviva Canadalnc.

Avivalnsurance Company of Canada
Elite Insurance Company

Pilot Insurance Company

Scottish & York Insurance Co. Limited
S&Y Insurance Company

Traders General Insurance Company

Czech Republic
Avivazivotni pojist'ovna, as.

France

AvivaParticipations S.A.

Antarius SA. (50.0%)

AvivaAssurances S.A.

AvivaFrance SA

Avivalnvestors France S.A.

AvivaVie SA

Eurofil SA.

Société d’ Epargne Viagére SA (83.7%)

Union Financiére de France Banque (Banking) (74.4%)

Germany
DeltaLloyd Deutschland AG and its principal subsidiary:
DeltaLloyd Lebensversicherung AG (99.8%)




Hong Kong
AvivaLife Insurance Company Limited

Hungary
Aviva Eletbiztosité Zartkérien Makodo
Részvénytéarsasag

Ireland

Hibernian Group plc

Ark Life Assurance Company Limited
Hibernian Aviva Genera Insurance Limited
Hibernian Aviva Health Group Limited (70%)
Hibernian AvivaLife & Pensions Limited
Avivalnvestors Ireland Limited

Italy

AvivaltaliaHolding S.p.A and its principal subsidiaries:
AvivaAssicurazioni S.p.A (50.0%)

AvivaltaiaSp.A

AvivalLife SpA (50.0%)

AvivaPrevidenza S.p.A (55.0%)

AvivaVitaS.p.A (25.5%)

Eurovita Assicurazioni S.p.A (40.5%)

UBI Assicurazioni VitaS.p.A (50.0%)

Lithuania
UZdaroji akcine gyvybeés draudimo ir pensiju bendrove
"Avivalietuva’

Luxembourg
Avivalnvestors Luxembourg SA

Netherlands

DeltaLloyd N.V. (100% ordinary share capital, 92.0% total equity) and its principal subsidiaries:
DeltaLloyd ABN AMRO Verzekeringen Holding BV (51.0%)

DeltaLloyd Asset Management N.V.

Delta Lloyd Bankengroep N.V. (Banking)

DeltaLloyd Levensverzekering N.V.

DeltaLloyd Schadeverzekering N.V.

Erasmus Groep BV

OHRA Levensverzekeringen N.V.

OHRA Schadeverzekeringen N.V.

Poland

Commercia Union Polska— Towarzystwo Ubezpieczen Na Zycie SA (90.0%)
Commercia Union Polska— Towarzystwo Ubezpieczen Ogolnych SA (90.0%)
Commercial Union Powszechne Towarzystwo Emerytalne BPH CU WBK S.A. (88.8%)

Romania
AvivaAsigurari de Viata SA
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Russia

Closed Joint Stock Insurance Company Aviva (Zao)
ING (Eurasia) Financia Services

Non-state Pension Fund “ING”

Singapore
AvivalLimited
Navigator Investment Services Limited

Spain

Aseguradora Valenciana S.A., de Segurosy

Reaseguros (Aseval) (50.0%)

AvivaViday Pensiones, Sociedad Anonimade

Segurosy Reaseguros

CajaEspana Vida, Companiade Segurosy Reaseguros (50.0%)
CajaMurciaViday Pensiones, de Segurosy Reaseguros S.A. (50.0%)
CajaGranada Vida, de Segurosy Reaseguros, S.A. (25.0%)

CxG Aviva Corporacién CaixaGalicia de Seguros y Reaseguros, S.A. (50.0%)
Unicorp Vida, Compania de Segurosy Reaseguros (50.0%)

Sri Lanka
Eagle Insurance PLC (51.0%)

Turkey
AvivaSigortaA.S. (98.6%)

United States

AvivaUSA Corporation

American Investors Life Insurance Company, Inc
AmerUs Annuity Group Co. (AAG)
Avivalnvestors North America, Inc
AvivaLifeand Annuity Company

Associates and joint ventures
The Group has ongoing interests in the following operations that are classified as associates or joint ventures.

United Kingdom
RBS Life Investments Limited (49.99%)
RBSG Collective Investments Limited (49.99%)

The Group also hasinterestsin several property limited partnerships.

China
Aviva-COFCO Life Insurance Co. Limited (50.0%)

India
AvivaLife Insurance Company IndiaLimited (26.0%)

Malaysia

CIMB Aviva Assurance Berhad (49.0%)
CIMB AvivaTakaful Berhad (49.0%)
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South Korea
Woori AvivaLife Insurance Co, Ltd (46.8%)

Taiwan
First-Aviva Life Assurance Co., Ltd (49.0%)

Turkey
AvivaSA Emeklilik ve Hayat A.S (49.7%)
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D. PROPERTY
Our global headquarters are located in St. Helen's, 1 Undershaft, London, England. We also have the following regional headquarters:
U.K.— UK. Life: York, England
U.K. - U.K. General Insurance: Norwich, England
Europe — London, England
North America— Chicago, Illinois, USA
AsiaPacific — Singapore
Avivalnvestors — London, England
In addition to the above, our regions have major officesin the following locations:
North America: Des Moines, lowa, USA and Scarborough, Ontario, Canada
Europe: Paris, France; Amsterdam, the Netherlands; Dublin, Ireland; Madrid, Spain; and Milan, Italy

We own or lease space in 27 countries around the world. As of 31 December 2008, we owned and occupied land and buildings for our own use with a total book
value of £568 million. We believe that these facilities are adequate for our present needsin all material respects. We also hold other properties, both directly and indirectly, for
investment purposes, valued at £12,501 million at 31 December 2008.
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Item 4A

UNRESOLVED STAFF COMMENTS

None.
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Item 5
OPERATING AND FINANCIAL REVIEW AND PROSPECTS

You should read the following information in conjunction with our consolidated financial statements, including the related notes thereto, which are included in
Item 18. These financial statements have been prepared in accordance with IFRS.

The following discussion includes “ forward-looking statements” based on current expectations, which involve certain risks and uncertainties. Our actual results
could differ materially from those anticipated in these forward-looking statements for many reasons, including the risks described in “ Risk Factors’ and elsewherein this
document. Furthermore, the operating results discussed below are not necessarily indicative of the results to be expected in any future periods.

Overview

We are one of the world'sleading global insurance groups. We are the fifth largest insurance group in the world, based on gross written premiums for the 2007 fiscal
year. We are one of the top five providers of life and pensions products in the U.K., Ireland, the Netherlands, Poland and Spain and one of the top ten providers of life and
pensions products in France, Italy and Romania, as based on total sales for 2007. We seek to grow our long-term and savings businesses in Asian markets and the U.S. Our
main activities are the provision of products and services in relation to long-term insurance and savings, fund management and general insurance.

In the year ended 31 December 2008 our adjusted operating profit was £2,297 million, achange of 4% compared to £2,216 million in 2007. This reflects growth across
our long-term and savings business and general insurance businesses offset by reduced profits from our fund management and non-insurance businesses. See “— Financial
Highlights— Non-GAAP measures’ below for an explanation of adjusted operating profit and sales.

Our life and pensions sales increased to £36,283 million, an 11% increase over £32,722 million in 2007, and our adjusted long-term and savings operating profit
increased to £1,694 million, a5% increase over £1,610 million in 2007.

Our general insurance business adjusted operating profit increased to £1,198 million, a change of 17% compared to £1,021 millionin 2007. Net written premiums were
higher at £11,137 million (compared to £10,569 million in 2007).

In contrast, 2008 was an extremely difficult year for our fund management businesses which reported an adjusted operating profit of £123 million, a decrease of 31%
compared to £179 million in 2007. Our non-insurance operations reported an adjusted operating loss of £198 million, adecrease of 168% compared to a £74 million lossin 2007.

The result before tax in 2008 decreased by £3,132 million to aloss of £1,300 million, compared to aprofit of £1,832 million in 2007. This decrease reflected the impact of
the turbulent market conditions, which led to negative investment variances against expected returns and economic assumption changes on assets offset by related liabilities
of £2,544 million, compared to a negative impact of £167 million in 2007, and the impact of restructuring costs and other exceptional items.

Recent developments
On 1 January 2009, we completed the disposal of our Dutch health insurance business to OWM CZ Groep Zorgverkeraar (“CZ") to create along-term aliance for the

cross-selling of insurance products, for £235 million, realising a profit of £20 million.
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On 11 February 2009, as part of our strategy to exit certain U.K. non-core operations, we completed the disposal of British School of Motoring Limited and its
subsidiaries to Arques Consulting GmbH for a consideration of £4 million. The resultant loss on disposal of £9 million was provided for in the financial year ended 31
December 2008.

On 5 August 2009, the Board of Directors approved the commencement of a process to initiate an initial public offering (I1PO) and listing on Euronext, Amsterdam, for
aminority stake in its business in the Netherlands, Delta L1oyd Group. The |PO preparations have started and the IPO will take place when market conditions and other factors
alow.

On 1 October 2009, we completed the sale of our Australian life and pensions business and wealth management platform to National Australia Bank (“NAB”). The
proceeds are expected to be A$925 million (£452 million), comprising A$825 million cash consideration received from NAB, A$40 million representing a dividend received from
AvivaAustraliaand aforecast amount of A$60 million representing a net asset adjustment to be paid post completion.

Factor s Affecting Results of Operations

Our financial results are affected, to some degree, by a number of external factors, including demographic trends, general economic and market conditions,
government policy and legislation and exchange rate fluctuations. See Item 3, “Key Information — Risk Factors” for more information on risks associated with these and other
factors. In addition, our financial results are affected by corporate action taken by the Group, including acquisitions, disposals and other actions aimed at achieving our stated
strategy. We believethat all of these factors will continue to affect our resultsin the future.

Demographic trends

Our results are affected by the demographic make-up of the countriesin which we operate. The types of products that we sell reflect the needs of our customers. For
example, in regions and countries with a high proportion of older people, alarger proportion of our sales will reflect their needs for pre and post-retirement planning. Our sales
levels will also be impacted by our ability to help provide useful information to such policyholders on retirement planning and to offer products that are competitive and
respond to such policyholders’ needs. During 2008 we had strong growth in annuity salesin the U.K. and North America and pension sales increased in the Netherlands and
Poland, which we believe reflected these demographic trends.

In our life business we make assumptions about key non-economic factors, such as the mortality rate that we expect to be experienced by our policyholders. In
countries where the life expectancy is growing, this will need to be reflected in our pricing models as lower mortality rates will increase profitability of life insurance products
but will reduce the returns on annuity products. We review our assumptions against our own experience and industry expectations. During 2007, 2008 and the first half of 2009,
our results were not impacted by any major changes in mortality assumptions.

Economic conditions

Our results are affected by the levels of economic activity in our geographic markets and, consequently, by economic cyclesin those markets. High levels of general
economic activity typically result in high levels of demand for, and therefore sales of, our products and services. Economic activity in turn is affected by government monetary
and fiscal policy as well as by global trading conditions and external shocks such as terrorist activity, war and oil price movements. During 2008, all geographic markets in
which we operate experienced slowing economic activity, and unprecedented levels of change in monetary and fiscal policy. This impacts us by changing the type of
products that customers want as they tend to prefer cash deposits to investment products or they look for low risk savings products with guarantees in times of uncertainty.
In 2008 and the first half of 2009 our sales of investment products decreased significantly as aresult of customer uncertainty.
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Capital and credit market conditions

An important part of our business involves investing client money and policyholders’ and shareholders’ funds across a wide range of financial investments,
including equities, fixed income securities and properties. Our results are sensitive to volatility in the market value of these investments, either directly, because we bear some
or al of theinvestment risk or indirectly, because we earn management fees for investments managed on behalf of policyholders. Investment market conditions also affect the
demand for a substantial portion of our life insurance products. In general, rising equity price levels have a positive effect on the demand for equity-linked products, such as
unit trusts and unit-linked life insurance products and conversely a negative effect on the demand for products offering fixed or guaranteed minimum rates of return. Declining
equity price levelstend to have the opposite effects.

During 2008 and the first half of 2009, the capital and credit markets experienced extraordinary and extended volatility and disruption. In the third and fourth quarters
of 2008 and the first quarter of 2009, the volatility and disruption reached levels not seen in many years. What began in 2007 as a crisis in U.S. sub-prime mortgages spread
first through the global banking system and then the broader economy as credit markets froze and equity markets fell. Governments introduced a series of measures aimed at
restarting lending and supporting economies. By the end of 2008 a large part of the global banking system was effectively under government control. In a further step, huge
stimulus packages were launched to limit the damage, as economies slipped into recession. However by the end of the year most of the world’s equity markets had fallen by
between 30% to 50%.

Investor concerns over the financial strength and solvency of financial institutions has hit the share prices of major insurance companies, including ours. The falling
equity prices also impacted us through lower asset returns and a change in consumer spending away from equity backed products. The combination of falling worldwide
equity prices, lower bond yields and widening credit spreads has had a significant impact on our results, giving rise to investment losses for both policyholders and
shareholders. Investment losses included in net investment income are disclosed in Item 18, “Financial Statements— Note 4 — Details of income” and unrealised |osses on
financial investments are disclosed in Item 18 “Financial Statements— Note 19 — Financial Investments”.

With-profits business

We write products through our with-profits funds mainly in our U.K. operating segment, with smaller fundsin Ireland, Australia and Singapore. These funds enable
policyholders to participate in alarge pool of diverse investments, therefore reducing their exposure to individual securities or asset classes. The investment pool is managed
by us with returns to with-profits policyholders paid through bonuses which are added to the value of their policy. In order to provide an element of stability in the returnsto
policyholders, bonuses are designed to reduce policyholders exposure to the volatility of investment returns over time and to provide an equitable share of surplus earned,
depending on the investment and operating performance of the fund. Shareholders also have a participating interest in the with-profit funds and any declared bonuses.
Generally, policyholder and shareholder participation in with-profit fundsin the U.K. is split 90:10.

The level of bonuses declared to policyholders is influenced by the actual returns on investments and our expectation of future rates of return. While bonuses can
never be negative, a predicted sustained fall in equity markets could lead to a reduction in annual and terminal bonus rates, and so reduce both policyholder returns and
shareholders' profit under IFRS. Over the early part of this decade, the combination of a decline in equity markets and the general outlook for lower interest rates led to
reductions in annual bonus rates, and the corresponding shareholders' share of profits. The subsequent recovery in equity markets over 2003-2007 led to apartial reversal of
thistrend. During 2008 the worsening economic conditions have impacted on U.K. bonus levels but the annual effect of this for both policyholders and sharehol ders has been
offset by the benefit from the one-off special bonus mentioned below.
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Shareholders' profits arising on with-profits business under IFRS depend on the total bonuses declared to policyholders on an annual basis. See“— Basis of
Presentation” and “— IFRS Ciritical accounting policies— Long term business” below for further information on IFRS and the with-profits basis of presentation. A specia bonus
distribution has been announced for policyholders of two of our U.K. with-profits funds, reflecting the financial strength of those funds, which has provided an uplift to IFRS
profitsin 2008 and the first half of 2009 and will provide an uplift in 2010 of approximately £100 million per annum.

General insurance and health underwriting cycle

Our general insurance and health business is comprised of our property and casualty insurance and health insurance operations. In 2008, general insurance
accounted for 32% of group net premiums written from continuing operations and 42% of our group operating earnings before interest and corporate costs
respectively. Demand for general insurance is usually price-sensitive because of the limited degree of product differentiation inherent in the industry. Asaresult, the price of
insuring property and casualty risks is subject to a cycle (called an underwriting cycle). In periods when the price of risk is high, the high profitability of selling insurance
attracts new entrants and hence new capital into the market. Increased competition however drives prices down. Eventually the business becomes uneconomic and some
industry players, suffering from losses, exit the market while othersfail, resulting in lower capital invested within the market. Decreased competition leads to increasing prices,
thereby repeating the cycle. Although our various general insurance markets are not always at the same stage of the underwriting cycle, price competition has been increasing
within the U.K. and the rest of the world across most of our general insurance business linesin recent years. We are now seeing early evidence of increased rating disciplinein
the U.K. resulting from volatile investment markets.

We expect the underwriting cycle to continue to operate in the future but to be less pronounced than in the past because of structural changes to the industry over
the past decade. Capital markets are imposing financial discipline by being increasingly more demanding about performance from insurance companies before extending new
capital. Such discipline, together with the increased concentration of competitors within the market, recent natural disasters and the adoption of more scientific pricing
methods is expected to make the underwriting cycle less pronounced in the future.

Natural and man-made disasters

Our general insurance and health business results are affected by the amount of claims we need to pay out which, in turn, can be subject to significant volatility
depending on many factors, including natural and man-made disasters. Natural disasters arise from adverse weather, earthquakes and other such natural phenomena. Man-
made disasters include accidents and intentional events, such as acts of terrorism. These events are difficult to predict with a high degree of accuracy, although they generally
occur infrequently at a material level. Our exposure to large disasters has been somewhat reduced through the recent strategic refocusing of our general insurance business
towards personal lines business and small- to medium-sized commercial risks. Our costs in connection with natural and man-made disasters are also significantly mitigated by
reinsurance arrangements with external parties such that our maximum exposure is limited to no more than approximately £400 million for aonein ten year event or £850 million
for aone in hundred year event. See Item 18, “Financial Statements— Note 50 — Risk Management” and Item 18 “Financial Statements— Note 36 — Reinsurance Assets’ for
further information on our reinsurance programme.
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During 2007, the U.K. results were adversely impacted by £475 million for claimsrelating to the winter storms and summer floods. In 2008 and the first half of 2009,
there were no significant weather claimsin the U.K. although Ireland and Canadain 2008 and France in thefirst half of 2009 did incur some weather-related | osses.

Government Policy and Legislation

Changes in government policy and legislation applicable to our business in any of the markets in which we operate, particularly in the U.K., may affect our results of
operations. These include changes to the tax treatment of financial products and services, government pension arrangements and policies, the regulation of selling practices
and the regulation of solvency standards. Such changes may affect our existing and future business by, for example, causing customers to cancel existing policies, requiring
us to change our range of products and services, forcing us to redesign our technology, requiring us to retrain our staff or increase our tax liability. In the U.K., the
government has recently conducted a number of reviews of the long-term savings industry with the aim of promoting long-term saving by simplifying and reducing the cost of
product offerings. See Item 4, “Information on the Company — Regulation” and Item 3, “Risk Factors— As a global business, we are exposed to various local political,
regulatory and economic conditions, business risks and challenges which may affect the demand for our products and services, the value of our investments portfolio and the
credit quality of local counterparties’ and “Risk Factors— Our regulated business is subject to extensive regulatory supervision both in the U.K. and internationally” for a
more detailed discussion of such developments and the supervision and regulation of the Group.

In 2006, the Financial Services Authority in the U.K. amended the rules regarding the valuation of non-profit life reserves. The impact on Aviva was a £167 million
benefit to operating profit in 2007 and a£149 million benefit in 2006. In 2008, the ombudsman in the Netherlands investigated the level of charges paid by unit linked
policyholders across the life insurance industry. As a result of this investigation, our Netherlands life business agreed to recompense their policyholders and provided £126
million for this cost.

Exchange Rate Fluctuations

We publish our consolidated financial statementsin Pounds sterling. Due to our substantial non-U.K. operations, a significant portion of our operating earnings and
net assets are denominated in currencies other than sterling, most notably the euro and the U.S. dollar. As a consequence, our results are exposed to translation risk arising
from fluctuations in the values of these currencies against sterling. For example, total foreign currency movements during 2008 resulted in a gain recognised in the income
statement of £327 million, an increase of £282 million, or 626%, from a £45 million gain in 2007, which reflected a decrease of £54 million, or 55%, from a£99 million gain in 2006.

We generally do not hedge foreign currency revenues, as we prefer to retain revenue locally in each business to support business growth, to meet local and
regulatory market requirements, and to maintain sufficient assetsin local currency to match local currency liabilities.

Movements in exchange rates may affect the value of consolidated shareholders' equity, which is expressed in sterling. Exchange differences taken to other
comprehensive income arise on the translation of the net investment in foreign subsidiaries, associates and joint ventures. This aspect of foreign exchange risk is monitored
centrally against limits that we have set to control the extent to which capital deployment and capital requirements are not aligned. We use currency borrowings and
derivatives when necessary to keep currency exposures within these predetermined limits, and to hedge specific foreign exchange risks when appropriate; for example, in any
acquisition or disposal activity. During 2008, we reported aforeign currency translation gain in other comprehensive income of £2,653 million as sterling weakened significantly
against the euro and the dollar. During 2007, the currency translation gain was lower at £723 million. In thefirst half of 2009 sterling has strengthened, recovering some of its
lossin value against the euro and dollar in 2008, resulting in aforeign currency lossin other comprehensive income of £1,476 million.
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The impact of these fluctuationsis limited to a significant degree, however, by the fact that revenues, expenses, assets and liabilities within our non-U.K. operations
are generally denominated in the same currencies. See Item 11, “Quantitative and Qualitative Disclosures About Market Risk” for amore detailed discussion of our exchange
raterisk.

Acquisitions and disposals

Over the last three years we have engaged in a significant amount of acquisitions and disposals, some of which have had a material impact on our results. These
transactions reflect our strategic objectives of maximising value for our shareholders by building top-five positions in key markets, withdrawing from lines of business or
markets that do not offer the potential for market leading positions and taking advantage of particular opportunities as they arise.

Activity in 2008

During 2008, we acquired subsidiariesin Ireland, Italy and Belgium. In Belgium we acquired Swiss Life Belgium further strengthening our position in the Belgium life
insurance market. The acquisition of UBI Vita in Italy provides us with a new bancassurance distribution channel and the acquisition of Vivas Group Ltd. in Ireland has
enabled usto enter the Irish health insurance market. Total consideration for these acquisitions, including costs, was £189 million.

As part of our strategy to exit non-core operations, we disposed of HPI Limited and RAC Autowindscreens Limited in the U.K. and our life operationsin Luxembourg.
In addition, we disposed of our offshore administration operations. These offshore operations will continue to provide administration services to our U.K., Irish and Canadian
businesses under a master services agreement with the new owners. Consideration for these disposals was £126 million, realising anet profit on disposal of £7 million.

Activity in 2007

During 2007, we acquired subsidiariesin Spain, Italy and the U.K. in connection with bancassurance agreements with Cajamurcia, Banco Popolare and HSBC, with the
objective of further increasing our distribution channels and access to customersin these markets. In the Netherlands we acquired Erasmus Group and an 85% interest in Cyrte
Investments NV further strengthening the position of our Dutch subsidiary, Delta Lloyd, in the Dutch insurance and fund management markets. Total consideration for these
acquisitions, including costs, was £397 million.

In addition to these acquisitions we entered into joint venture agreements with local banks in Turkey, Malaysia and Taiwan. Our joint ventures in Malaysia and
Talwan gave us access to these emerging markets for the first time, while our joint venture in Turkey considerably strengthens our position in the Turkish life and pensions
market. Total consideration for these joint ventures was £208 million.

We disposed of anumber of businesses, the most material of which was the contribution of our Turkish business, AvivaHE, to our Turkish joint venture, referred to
above. Thisgaveriseto aprofit on disposal of £71 million. Other disposals of smaller operations gave rise to aloss on disposal before tax of £22 million.

Activity in 2006

During 2006, we acquired AmerUs, aleading provider of equity-indexed life and annuity products to the United States retirement and savings markets. The acquisition
established aleading presence for the Group in these selected high-growth segments. Total consideration amounted to £1,680 million. In Ireland, we acquired an effective 75%
interest in Ark Life Assurance Company Limited (Ark Life) from Allied Irish Banks plc (AlB), strengthening our strategic relationship with AIB increasing our distribution
channels and access to customersin the Irish long term savings market. The total fair value of consideration amounted to £322 million.

109




During 2006, we disposed of various non-core operations, which had been acquired with the RAC Group in 2005, as part of our wider strategy to integrate RAC and
exit non-core operations. In addition, our French operation, Aviva France, sold its associate holding in ProCapital SA, an online brokerage company, to Credit Mutuel. Sale
proceeds of these disposals amounted to £456 million, realising a profit on disposal before tax of £137 million.

Reattribution of inherited estate

The “inherited estate” is money that has built up in a with-profits fund over many generations, which is above the amount needed to meet current and future
policyholder commitments and obligations such as expenses. The inherited estateis still required as the working capital for the with-profits fund and to support its operation.

On 1 October 2009, we completed the reattribution of the inherited estate. The total value of the inherited estate for the reattribution is £1.25 billion, based on the
average cal culated estate values at the end of June, July and August 2009. The completion of the reattribution deal follows the High Court’s approval of the offer in September,
and final approval by the Aviva plc and Aviva UK Life boards. Just over 87 percent of eligible policyholders responded to the offer with 96 percent of them choosing to
accept. Customers will automatically start receiving their payments from early November 2009 with most receiving them by the end of the year. In total, £470 million will be paid
from shareholder funds to policyholders. The vast majority of the payments will be tax-free. If policyholders have chosen not to accept the payment, they will continue to
receive normal bonuses and it will have no impact on the security or performance of their investments.

From ashareholder perspective the reattribution is expected to enhance the cash flow profile of Aviva's UK life business and will bring significant financial benefits.
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Basis of earningsby line of business

Our earnings originate from three main lines of business: our long-term business, which includes a range of life insurance and savings products; fund management,
which manages funds on behalf of our long-term and general insurance businesses, external institutions, pension funds and retail clients; and general insurance and health,
which focuses on personal and commercial lines. These lines of business are present in our various operating segments to a greater or lesser extent. Inthe U.K, we have major
long-term and general insurance businesses; in Europe we have long-term businesses in all countries in which we operate, large general insurance businessesin Ireland and
the Netherlands and smaller general insurance operations in several other countries; in North America we have a large long-term business in the U.S. and a major general
insurance business in Canada; in Asia Pacific we predominantly have long term businesses. Our fund management businesses operate across all our four regions.

Long-term business

For most of our life insurance businesses, such as those in the United Kingdom, France and the Netherlands, operating earnings are generated principally from our in-
force books of business. Our in-force books consist of business written in prior years and on which we continue to generate profits for shareholders. Nevertheless new
business written in these markets, with the exception of our U.K. with-profits business which is discussed below, has a significant direct effect on our operating earnings.
Under IFRS, certain costs incurred in acquiring new business must be expensed thereby typically giving rise to aloss in the period of acquisition, though the degree of this
effect will depend on the pricing structure of product offerings. In markets where we are experiencing strong growth, such as we have experienced in Spain, Italy, the U.S. and
Asiain recent years, current year sales have amore significant effect on current year operating earnings.

U.K. with-profits business

With-profits products are designed to pay policyholders smoother investment returns through a combination of small annual bonuses and large terminal
bonuses. Shareholders' profit emerges from this business in direct proportion to policyholder bonuses, as shareholders receive up to one-ninth of the value of each year's
bonus declaration to policyholders. Accordingly, the smoothing inherent in the bonus declarations provides for relatively stable annual shareholders' profit from this
business. The most significant factors that influence the determination of bonus rates are the return on the investments of the with-profits funds and expectations about
future investment returns. Actual and expected investment returns are affected by, among other factors, the mix of investments supporting the with-profits fund, which in turn
isinfluenced by the extent of the inherited estate within the with-profits fund.

The annual excess of premiums and investment return over operating expenses, benefit provisions and claims payments within our with-profits funds that is not
distributed as bonuses and related shareholders’ profit, istransferred from theincome statement to the unallocated divisible surplus. Conversely, if ashortfall arises oneyear,
for example because of insufficient investment return, atransfer out of the unallocated divisible surplus finances bonus declarations and related shareholders’ profit.

The unallocated divisible surplus therefore consists of future (as yet undetermined) policyholder benefits, associated shareholders’ profit and the orphan estate. The
orphan estate serves as working capital for our with-profits funds. It affords the with-profits fund a degree of freedom to invest a substantial portion of the funds’' assetsin
investments yielding higher returns than might otherwise be obtainable without being constrained by the need to absorb the cash-flow strain of writing large volumes of new
business and the need to demonstrate solvency.
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Other long-term business

Non-profit business falls mainly into two categories: investment type business and risk cover business. Investment type business, which accounts for most of our
non-profit business, includes predominantly unit-linked life and pensions business, where the risk of investing policy assets is borne entirely by the policyholder. In addition
investment type business also includes life and pensions business where the risk of investing policy assets is typically shared between policyholders and shareholders,
subject to a minimum rate of investment return guaranteed to policyholders. Operating earnings arise from unit-linked business when fees charged to policyholders based on
the value of the policy assets exceed costs of acquiring new business and administration costs. In respect of remaining investment-type business, investment return generated
from policy assets has an effect on operating earnings though this is often non-proportional. Finally in respect of all investment type business, shareholders bear the risk of
investing shareholder capital in support of these operations.

Risk cover business includes term assurance, or term life insurance business. The risk of investing policy assets in this business is borne entirely by the
shareholders. Operating earnings arise when premiums, and investment return earned on assets supporting insurance liabilities and shareholder capital, exceed claims costs,
costs of acquiring new business and administration costs.

General insurance and Health Business

Operating earnings within our general insurance and health business arise when premiums, and investment return earned on assets supporting insurance liabilities
and shareholder capital, exceed claims costs, costs of acquiring new business and administration costs.

Fund management

Fund management operating earnings consist of fees earned for managing policyholder funds and external retail and institutional funds on behalf of clients, net of
operating expenses. Approximately 30% of our fund management operating earnings are derived from external clients. Arrangements for the management of proprietary funds
are conducted on an arm’s length basis between our fund management and insurance businesses. Such arrangements exist mainly in the U.K., France, the Netherlands,
Ireland, Australia, U.S. and Canada. Proprietary insurance fundsin other countries are externally managed.

Other business

Other business includes our operations other than insurance and fund management. These incorporate mainly our roadside recovery operation in the U.K., and our
banking and retail mortgage operations in the Netherlands and Belgium.
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Financial Highlights
Introduction

The following analysis is based on our consolidated financial statements and should be read in conjunction with those statements. In order to fully explain the
performance of our business, we discuss and analyse the results of our business in terms of certain non-GAAP measures which we use for internal monitoring and for
executive remuneration purposes. We review these in addition to GAAP measures such as profit before and after tax.

Non-GAAP measures
Sales

The total sales of the group consist of long-term and savings new business sales and general insurance and health net written premiums. We classify our long-term
and savings new business salesinto the following categories:

Long termand savings new business sales
Sales of the long term and savings business consist of :
Covered business or life, pensions and savings products:
Insurance and participating investment business,
o Thisincludes traditional life insurance, annuity business and with profit business;
o] Thereisan element of insurance risk borne by the group therefore, under IFRS, these are reported within net written premiums.
Non-participating investment business,
o] Thisincludes unit-linked business and pensions business;
o] The amounts received for this business are treated as deposits under IFRS and an investment management fee is earned on the funds deposited;

o] For new business reporting in the U.K., companies continue to report non-participating investment business within their “ covered business” sales,
inline with the historic treatment under UK GAAP.

Non-covered business or investment sales:
o] Theseinclude retail sales of mutual fund type products such as unit trusts and OEICs;

o] Thereis no insurance risk borne by the group therefore under IFRS, these are treated as deposits and investment management fee incomeis earned
on the funds deposited. Thisisin line with their previous treatment under U.K. GAAP;

o] These have never been treated as “ covered business” for long term reporting so we show these separately as investment sales.
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Sales is a non-GAAP financial measure and key performance indicator that we report to our key decision makersin the businessesin order to assess the value of new
business from our customers and compare performance across the markets in which the we operate. We consider sales to be a critical indicator of new business, and is the
basis on which we provide analysis of our results to our shareholders and analysts. The non-GAAP measure of sales is also used internally in the determination of bonus
awards as an executive performance measure.

For our general insurance and health business we report sales based on |FRS net written premiums.

For long term and savings new business, we define sales as the sum of the present value of new business premiums (“PVNBP") of life, pension and savings products
and investment sales.

PVNBP is equal to total single premium sales received in the year plus the discounted value of annual premiums expected to be received over the terms of newly
incepted contracts, and is calculated as at the date of sale. We adjust annual premiums to reflect the expected stream of business coming from this new business over future
years. In the view of management this performance measure better recognises the rel ative economic value of regular premium contracts compared to single premium contracts.
PVNBP is a European insurance industry standard measure of new business.

For our long term and savings business, we believe that sales is an important measure of underlying performance and a better measure for new business than IFRS
net written premiums. We consider the use of sales over |FRS net written premiums provides:

Consistent treatment of long term insurance and investment contracts: IFRS net written premiums do not include deposits received on non-participating
investment contracts. Long term insurance contracts and participating investment contracts also contain a deposit component, which areincluded in IFRS net
written premiums, in addition to an insurance risk component. Therefore, to appropriately assess the revenue generated on a consistent basis between types of
contracts, we evaluate the present value of new business sales of long term insurance and investment products on the basis of total premiums and deposits
collected, including sales of mutual fund type products such as unit trusts and OEICs.

Better reflection of the relative economic value of regular premium contracts compared to single premium contracts: Sales recognise the economic value of al
expected contractual cash flows for regular premium contractsin the year of inception, whereas IFRS net written premiums only recognise premiums received in
the year.

Better reflection of current management actionsin the year: IFRS net written premiums include premiums on regular premium contracts, which incepted in prior
years, and therefore reflect the actions of management in prior years

In comparison to IFRS net written premiums, sales do not include premiums received from contracts in-force at the beginning of the year, even though these are a
source of IFRS revenue, as these have already been recognised as sales in the year of inception of the contract. In addition, unlike IFRS net written premiums, sales do not
reflect the effect on premiums of any increase or decrease in persistency of regular premium contracts compared to what was assumed at the inception of the contract.

PVNBP is not a substitute for net written premiums as determined in accordance with IFRS. Our definition of sales may differ from similar measures used by other
companies, and may change over time.
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General insurance and health sales

General insurance and health sales are defined as IFRS net written premiums, being those premiums written during the year net of amounts reinsured with third
parties, as set out in the segmental analysis of results in Item 18, “Financial Statements— Note 3 Segmental information”. For sales reporting, we use the GAAP measure for
general insurance and health business.

The table below presents our consolidated sales for the six months ended 30 June 2009 and 2008 and the years ended 31 December 2008, 2007 and 2006, as well asthe
reconciliation of salesto net written premiums under IFRS.

Six months ended Year ended
30June 31 December

2009 2008 2008 2007 2006

£m £m £m £m £m

Long-term savings new business sales 19,421 20,614 40,240 39,705 32,265

General insurance and health sales 4,047 5,800 11,137 10,569 10,702

Total sales 24,368 26,414 51,377 50,274 42,967

Less:Effect of capitalisation factor on regular premium long-term business (4,584) (4,968) (9,893) (7,650) (7,322

Share of long-term new business sales from JV's and associates (649) (610) (1,062) (789) (408)

Annualisation impact of regular premium long-term business (320) (308) (731) (560) (431)

Deposits taken on non-participating investment contracts (1,596) (3,568) (7,523) (8,762) (6,391)

Retail sales of mutual fund type products (investment sales) (1,948) (2417) (3,995) (6,983) (4,910)

Add: IFRS gross written premiums from existing long-term business 3,216 2,992 7,236 4,661 4,505

Less: long-term business premiums ceded to reinsurers (579) (489) (1,044) (858) (776)

Total IFRS net written premiums 17,908 17,046 34,365 29,333 27,234
Analysed as:

Long-term savings net written premiums 12,961 11,246 23,228 18,764 16,532

General insurance and health net written premiums 4,947 5,800 11,137 10,569 10,702

Explanation of reconciling items:
Effect of capitalisation factor on regular premium long-term business:

PVNBP is derived from the single and regular premiums of the products sold during the financial period and is expressed at the point of sale. The PVNBP
calculation is equal to total single premium sales received in the year plus the discounted value of regular premiums expected to be received over the term of the new
contracts.

The discounted value of regular premiums is calculated using the market consistent embedded value methodology proposed by the CFO Forum Principles,
which we believe will be adopted by all European insurance businesses. The discounted value reflects the expected income streams over the life of the contract,
adjusted for expected levels of persistency, discounted back to present value. The discounted value can also be expressed as annualised regular premiums multiplied
by a weighted average capitalisation factor (“WACF"). The WACF varies over time depending on the mix of new products sold, the average outstanding term of the
new contracts and the projection assumptions.
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Share of long-term new business sales from joint ventures and associates:

Total long-term new business sales include our share of sales from joint ventures and associates. Under IFRS reporting, premiums from these sales are
excluded from our consolidated accounts, with only our share of profits or losses from such businesses being brought into the income statement separately.

Annualisation impact of regular premium long-term business:

As noted above, the calculation of PVNBP includes annualised regular premiums. The impact of this annualisation is removed in order to reconcile the non-
GAAP new business salesto IFRS premiums and will vary depending on the volume of regular premium sales during the year.

Deposits taken on non-participating investment contracts:

Under IFRS, non-participating investment contracts are recognised on the statement of financia position by recording the cash received as a deposit and an
associated liability and are not recorded as premiums received in the income statement. Only the margin earned is recognised in the income statement.

Retail sales of mutual fund type products (investment sales):

Investment sales included in the total sales number represent the cash inflows received from customers to invest in mutual fund type products such as unit
trusts and OEICs. We earn fees on the investment and management of these funds which are recorded separately in the IFRS income statement as “fees and
commissions received” and are not included in statutory premiums.

IFRS gross written premiums from existing long-term business:

The non-GAAP measure of long-term savings sales focuses on new business written in the year under review while the IFRS income statement includes
premiums received from all business, both new and existing.

Adjusted operating profit

We report to our chief operating decision makers in the businesses the results of our operating segments using a financial performance measure we refer to herein as
“adjusted operating profit”. We define our segment adjusted operating profit as profit before income taxes and minority interests in earnings, excluding the following items:
investment return variances and economic assumption changes on long-term and non-long term business, impairment of goodwill, amortisation and impairment of other
intangibles (excluding the acquired value of in-force business), profit or loss on the disposal of subsidiaries and associates, integration and restructuring costs and exceptional
items.

While these excluded items are significant components in understanding and assessing our consolidated financial performance, we believe that the presentation of
adjusted operating profit enhances the understanding and comparability of the underlying performance of our segments by highlighting net income attributable to ongoing
segment operations.

Adjusted operating profit for long-term business is based on expected investment returns on financial investments backing shareholder and policyholder funds over
the period, with consistent allowance for the corresponding expected movementsin liabilities. The expected rate of return is determined using consistent assumptions between
operations, having regard to local economic and market forecasts of investment return and asset classification. Where assets are classified asfair value through profit and loss,
expected return is based on the same assumptions used under embedded value principles for fixed income securities, equities and properties. Where fixed interest securities are
classified as available for sale, such as in the U.S,, the expected return comprises interest or dividend payments and amortisation of the premium or discount at purchase.
Adjusted operating profit includes the effect of variances in experience for non-economic items, such as mortality, persistency and expenses, and the effect of changesin non-
economic assumptions. Changes due to economic items, such as market value movement and interest rate changes, which give rise to variances between actual and expected
investment returns, and the impact of changes in economic assumptions on liabilities, are disclosed as non-operating items.
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Adjusted operating profit for non long-term business is based on expected investment returns on financial investments backing shareholder funds over the period.
Expected investment returns are cal culated for equities and properties by multiplying the opening market value of the investments, adjusted for sales and purchases during the
year, by the longer term rate of return. This rate of return is the same as that applied for the long term business expected returns. The longer term return for other investmentsis
the actual income receivable for the period. Changes due to market value movement and interest rate changes, which give rise to variances between actual and expected
investment returns, are disclosed as non-operating items. The impact of changes in the discount rate applied to claims provisions is also treated outside adjusted operating
profit.

Adjusted operating profit is not a substitute for profit before income taxes and minority interests in earnings or net income as determined in accordance with IFRS.
Our definition of adjusted operating profit may differ from similar measures used by other companies, and may change over time.

The table below presents our consolidated adjusted operating profit for the six months ended 30 June 2009 and 2008 and the years ended 31 December 2008, 2007 and
2006, as well asthe reconciliation of adjusted operating profit to profit before tax attributable to shareholders’ profits under IFRS.

Six months ended Y ear ended
30 June 31 December
2009 2008 2008 2007 2006
£m £m £m £m £m
United Kingdom 613 670 1,264 1,126 1,814
Europe 607 614 1,141 1,197 1,031
North America 103 102 149 229 161
AsiaPecific 63 15 36 37 50
Avivalnvestors 36 61 114 147 112
Other (373) (239) (407) (520) (541)
Adjusted operating profit 1,049 1,223 2,297 2,216 2,627
Add back adjusting items*:
Investment return variances and economic assumption changes on long-term
business 155 (636) (1,631) 15 401
Short-term fluctuation in return on investments on non-long-term business (125) (314) (819) (184) 149
Economic assumption changes on general insurance and health business 52 6 (94) 2 1
Impairment of goodwill (5) (42) (66) (10) (94)
Amortisation and impairment of intangibles (58) (51) (117) (103) (64)
Profit on the disposal of subsidiaries and associates 20 9 7 49 222
Integration and restructuring costs (148) (132) (326) (153) (246)
Exceptional items - (84) (551) = =
Profit/(loss) before tax attributableto shareholders' profits 940 (21) (1,300) 1,832 2,994

* Each of the adjusting itemsis discussed in the commentary that follows.
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Consolidated results of operations

The table below presents our selected consolidated historical financial information for the six months ended 2009 and 2008 and the years ended 31 December 2008, 2007 and
2006.

Six months ended Y ear ended
Sales 30 June 31 December
2009 2008 2008 2007 2006
£m £m £m £m £m
United Kingdom 7,451 9,682 18,756 20,445 19,812
Europe 11,369 11,773 21,806 20,488 17,812
North America 4,078 2,998 7,316 5,058 2,284
Asia Pecific 1,470 1,961 3,499 4,283 3,059
Total sales 24,368 26,414 51,377 50,274 42,967
Six months ended Y ear ended
Consolidated | FRS income statement 30 June 31 December
2009 2008 2008 2007 2006
£m £m £m £m £m
Income
Gross written premiums 18,860 17,928 36,206 30,991 28,735
Premiums ceded to reinsurers (952) (882) (1,841 (1,658) (1,501)
Net written premiums 17,908 17,046 34,365 29,333 27,234
Net change in provision for unearned premiums 33 (190) 277 (21) 93
Net earned premiums 17,941 16,856 34,642 29,312 27,327
Fee and commission income 801 950 1,885 1,760 1,870
Net investment income 2,720 (9,581) (16,043) 9,689 15,908
Share of (loss)/profit after tax of joint ventures and associates (547) (344) (1,128) (304) 485
Profit on disposal of subsidiaries and associates 20 9 7 49 222
20,935 7,890 19,363 40,506 45,812
Expenses
Claims and benefits paid, net of recoveries from reinsurers (14,142) (14,136) (29,353) (27,121) (23,444)
Changein insurance liabilities, net of reinsurance (190) 3471 3,885 (3,508) (2,594)
Changein investment contract provisions (969) 4,554 10,629 (2,018) (6,002)
Change in unallocated divisible surplus (89) 2,746 4,482 2,922 (558)
Fee and commission expense (1,909) (2,276) (4,411) (4,244) (5,043
Other expenses (2,245) (2,234) (5/416) (3.473) (3,975)
Finance costs (715) (708) (1,547) (1,217) (856)
(20,259) (8,583) (21,731) (38,659) (42,472)
Profit/(loss) before tax 676 (693) (2,368) 1,847 3,340
Tax attributable to policyholders’ returns 264 672 1,068 (15) (346)
Profit/(loss) beforetax attributableto shareholders' profits 940 (21) (1,300) 1,832 2,994

Six months ended 30 June 2009 compar ed to six months ended 30 June 2008
Sales

Sales for the six month period to 30 June 2009 were £24,368 million, a decrease of £2,046 million or 8% from £26,414 million for the six month period to 30 June 2008.
The decrease was mainly attributable to the decline in life and pension sales across al regions with the exception of North America. In the U.K., life and pension sales were
21% lower at £4,735 million for the six month period to 30 June 2009 against a backdrop of sustained challenging market conditions.

Life and pension sales in Europe were £8,851 million, a decrease of £213 million or 2% from £9,064 million for the six month period to 30 June 2008. Theincreasein life
and pensions sales in France and Italy to £2,440 million and £2,198 million, respectively, for the six month period to 30 June 2009 from £2,062 million and £ 1,305 million,
respectively, for the six month period to 30 June 2008 were more than offset by the decline in life and pension sales across other countriesin the region.
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In North America, life and pension sales increased to £3,189 million for the six month period to 30 June 2009, an increase of £962 million or 43% from £2,227 million for
the six month period to 30 June 2008 primarily driven by the increase in the U.S. dollar against the sterling when compared to the prior period. On a U.S. dollar basis, growth
was 8%.

General insurance and health sales were £4,947 million for the six month period to 30 June 2009, a decrease of £853 million or 15%, from £5,800 million for the six month
period to 30 June 2008. The U.K. and Europe reported a decline in net written premiums, while North Americaand Asiareported an increase for the six month period to 30 June
2009.

Income

Net written premiums for the six month period to 30 June 2009 were £17,908 million, an increase of £862 million or 5% from £17,046 million for the six month period to 30
June 2009 driven by growth in the long-term business. Long-term business increased by £1,715 million, or 15%, primarily to £12,961 million for the six month period to 30 June
2009 from £11,246 million for the six month period to 30 June 2008. Theincrease in long-term business was offset by the £853 million, or 15%, decrease in general insurance and
health to £4,947 million for the six month period to 30 June 2009 from £5,800 million for the six month period to 30 June 2008.

Net investment income was £2,720 million for the six month period to 30 June 2009, an increase of £12,301 million from a £9,581 million loss for the six month period to
30 June 2008. Theincrease is primarily due to favourable foreign exchange gains and unrealised gains in market movementsin France and Italy.

Other income (which consists of fee and commission income, share of (loss)/profit after tax of joint ventures and associates, and profit/(loss) on disposal of
subsidiaries and associates) decreased by £341 million to £274 million for the six month period to 30 June 2009 from £615 million for the six month period to 30 June 2008. The
decrease was mainly due to the increased share of losses from joint ventures and associatesin the U.K.

Expenses

Claims and benefits paid, net of recoveries from reinsurers, has remained stable at £14,142 million for the six month period to 30 June 2009 compared to £14,136 million
for the six month period to 30 June 2008.

Change in insurance liabilities, net of reinsurance, decreased by £3,661 million to a £190 million charge for the six month period to 30 June 2009 from a £3,471 million
credit for the six month period to 30 June 2008. The unfavourable movement is aresult of long-term business investment variances across the world.

Change in investment contract provisions was a charge of £969 million for the six month period to 30 June 2009, a decrease of £5,523 million from a £4,554 million
credit for the six month period to 30 June 2008. The decrease reflects an increase in provisions across Europe following the increase in sales of guaranteed products.

Change in unallocated divisible surplus was a charge of £89 million for the six month period to 30 June 2009, a decrease of £2,835 million from £2,746 million credit for
the six month period to 30 June 2008. The unfavourable decrease was primarily driven by market movements.
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Fee and commission expense, other expenses and finance costs have decreased by £349 million to £4,869 million for the six month period to 30 June 2009 from £5,218
million for the six month period to 30 June 2008. The decrease is driven by afall in fee and commission expenses on lower sales across the business, offset by an increase of
£292 million in impairments of financial investments and loans to £464 million for the six months ended 30 June 2009. The impairment losses of £464 million mainly relate to
equity investments in our business in the Netherlands, the writedown of debt securities in our business in the U.S. and loans in our U.K. general insurance business. Of the
total, only £15 million relates to actual defaults.

Profit/(loss) before tax attributable to shareholders' profits

Profit before tax attributable to shareholders' profits for the six month period to 30 June 2009 was £940 million, an increase of £961 million against the previous period
of £21 million loss. Theincreasein profit before tax is attributable to the increase in sales and the improvement in investment income for the period.

Adjusting items

The long-term business investment variances and economic assumption changes on long-term business were a credit of £155 million for the six month period to 30
June 2009 against a charge of £636 million for the prior period. The difference is aresult of the non-recurrence of the investment market falls seen in the first half of 2008 and a
change in the expected rate of return from a one year swap rate to a 10 year swap rate.

Short-term fluctuations in return on investments on non-long term business were a charge of £125 million for the six month period to 30 June 2009, a decrease of £189
million from a £314 million charge for the six month period to 30 June 2008. The differenceis aresult of the non-recurrence of the investment market falls seen in the first half of
2008 and a change in the expected rate of return from a one year swap rate to a 10 year swap rate.

Economic assumption changes on general insurance and health were a credit of £52 million for the six month period to 30 June 2009, an increase of £46 million on the
prior period. The amount represents the change in discount rate on the provision for latent claims.

Impairment of goodwill was a charge of £5 million for the six month period to 30 June 2009, a decrease of £37 million from a charge of £42 million for the six month
period to 30 June 2008. The current period chargeisin relation to aU.K. associate company.

Amortisation and impairment of intangibles increased by £7 million to a £58 million change for the six month period to 30 June 2009 against a £51 million charge for the
previous period. The change on the prior period is predominately aresult of the unfavourable foreign exchange movements.

Profit on the disposal of subsidiaries and associates of £20 million for the six month period to 30 June 2009 represents the sale the Delta L1oyd Group health insurance
businessto OWM CZ Groep Zorgverkeraar UA, amutual health insurer, for £235 million on 1 January 2009.

Integration and restructuring costs of £148 million for the six month period to 30 June 2009, an increase of £16 million on the prior period, represents expenditure
related to cost saving programmes announced in prior years and further integration and restructuring projects across the Group.
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Adjusted operating profit

Adjusted operating profit before tax for the six month period to 30 June 2009 was £1,049 million, a decrease of £174 million or 14%, from £1,223 million for the six month
period to 30 June 2008 for reasons set forth above.

Year ended 31 December 2008 compar ed to year ended 31 December 2007
Sales

Sales in 2008 were £51,377 million, an increase of £1,103 million or 2% from £50,274 million in 2007. This increase was mainly attributable to growth in Europe and
North Americain life and pension sales. Life and pension sales in Europe increased by 8% from £15,684 million in 2007 to £16,952 million in 2008, boosted by strength in the
euro exchange rate, and in North America life and pension sales increased considerably to £5,715 million, an increase of £2,069 million or 57% from £3,646 million in 2007.
General insurance and health sales were £11,137 million, an increase of 5% across the whole group from £10,569 million in 2007.

Income

Net written premiums in 2008 were £34,365 million, an increase of £5,032 million or 17% from £29,333 million in 2007. This increase reflects a 24% increase in life and
pension premiums due to strong new business sales across most of our operations and a 5% increase in general insurance and health sales predominantly driven by our
operations in France, Netherlands and Canada.

Net investment income decreased by £25,732 million to aloss of £16,043 million (2007: £9,689 million profit). This decrease reflects the lower market value of properties
inthe U.K., 30% to 50% fall in equity values across the world and the impact of falling yields and widening credit spreads on fixed income securities.

Other income (which consists of fee and commission income, share of (loss)/profit after tax of joint ventures and associates, and profit/(loss) on disposal of
subsidiaries and associates) decreased by £741 million to £764 million in 2008 (2007: £1,505 million). The decrease was mainly due to the share of losses in joint ventures and
associatesin the U.K., where reduced property market values led to lower property partnership results.

Expenses

Claims and benefits paid in 2008 were £2,232 million higher at £29,353 million (2007: £27,121 million). The increase occurred across all regions, with the exception of the
U.K., due to unfavourable foreign exchange movement.

Changes in insurance liabilities in 2008 were £7,393 million lower resulting in a£3,885 million credit (2007: charge of £3,508 million). The favourable movement was
primarily aresult of investment variances across the world and greater |apses than expected in France.

The change in investment contract provisions in 2008 was a credit of £10,629 million (2007: charge of £2,018 million). The variance of £12,647 million from the prior
year reflects the reduction in investment contract provisions as aresult of lower new business and unrealised |osses on investments.

The change in the unallocated divisible surplus in 2008 was £1,560 million more than the prior year with a credit of £4,482 million (2007: credit of £2,922 million) mainly
reflecting the impact of falling market values on participating assets and related liabilities. These were partly offset by a write-down of the negative balance in Spain which
created a charge in the income statement of £240 million.
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Fees and commission expense, other expenses and finance costs in 2008 were £2,440 million higher at £11,374 million (2007: £8,934 million). Theincrease was driven by
corporate restructuring and brand expense across the group and £1,040 million of impairments of financial assets mainly in the Netherlands and the U.S..

(Loss)/profit before tax attributable to shareholders’ profits

Loss before tax attributable to shareholders' in 2008 was £1,300 million, a reduction of £3,132 million against the previous year (2007: £1,832 million profit). This
decrease reflected the 52% reduction in income mainly due to investment performance, which was partly offset by lower expenses, discussed above, and a policyholder tax
credit of £1,068 million (2007: tax charge of £15 million).

Adjusting items

The long-term business investment variances and economic assumption changes on long-term business were a charge of £1,631 million in 2008 (2007: £15 million
credit). The change is attributable to a provision for credit defaults of £550 million in the U.K., with the balance primarily driven by investment |osses across Europe.

The short-term fluctuations and economic assumption changes on the non-life business in 2008 were £913 million unfavourable (2007: £182 million unfavourable).
These were due to lower investment market returns compared to our longer term investment return assumptions and £94 million for the impact of changes in discount rates for
latent claims provisions.

Impairment of goodwill was £66 million in 2008 (2007: £10 million). Thiswas mainly driven by impairmentsin the Netherlands and on an Italian associate company.

Amortisation of intangibles increased by £14 million to £117 million in 2008 (2007: £103 million). This increase reflected the higher level of bancassurance and other
distribution agreements held within the Group following new agreements entered into during 2007.

Profit on disposal of subsidiaries and associates was £7 million in 2008. The profit comprises £14 million from the sale of the Group’s offshore operations to WNS
(Holdings) Limited and £31 million from other small operations, offset by £38 million loss on the disposal of HPI Limited to Solera Holdings Inc., and RAC Autowindscreens
Limited to Arques Management GmbH.

Integration and restructuring costs were £326 million in 2008 (2007: £153 million). Thisincludes £287 million for the cost savingsinitiativesin the U.K. life and general
insurance businesses and Europe, which have delivered £340 million annualised cost savingsin the year. Also included are integration costs of £39 million which mainly relate
to the work to set up our global asset management operation, Avivalnvestors.

Exceptiona items for 2008 were £551 million. These include £142 million for the cost of transferring the lifetime wrap platform to athird party supplier, write-downin
preparation for sale of the British School of Motoring in the U.K. and closure of the structured settlement business in the U.S.. The costs also include £304 million after
reinsurance for the discounted cost of strengthening our latent claims provisions, mainly in the U.K., and £126 million for the settlement agreed by our Netherlands life
business for its unit-linked policyholders, following an industry-wide challenge on the level of fees. The remaining balance relates to brand migration costs of £37 million offset
by £58 million benefit from settlement of adisputed Australian tax liability and the consequent release of aprovision for interest charges.
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Adjusted operating profit

Adjusted operating profit before tax in 2008 increased by £81 million, or 4%, to £2,297 million (2007: £2,216 million) for the reasons set forth above.
Year ended 31 December 2007 compar ed to year ended 31 December 2006

Sales

Sales in 2007 were £50,274 million, an increase of £7,307 million or 17% from £42,967 million in 2006. This increase reflected higher long-term and savings new
business, with significant growth in Asia Pacific and North America. In North America this was due to the full year sales of the acquired AmerUs operation which had been
purchased towards the end of 2006. General insurance sales were slightly lower than 2006 due to pricing pressures from increasing levels of competition in most of our markets.

Income

Net written premiums increased by £2,099 million, or 8%, to £29,333 million (2006: £27,234 million). Thisincrease reflects a13% increasein life premiums due to strong
new business sales across most of our operations which was partly offset by a 2% decrease in general insurance premiums due to pricing pressures in the highly competitive
general insurance markets.

Net investment income decreased by £6,219 million to £9,689 million (2006: £15,908 million). This decrease reflects the lower market value of equities across most
countries and realised and unrealised losses on debt securities in the United States, due to the impact of widening credit spreads, and in the U.K. dueto rising interest rates.

Other income (which consists of fee and commission income, share of (loss)/profit after tax of joint ventures and associates, and profit/(loss) on disposal of
subsidiaries and associates) decreased by £1,072 million to £1,505 million in 2007 (2006: £2,577 million). The decrease was mainly due to the share of losses in joint ventures
and associates in the U.K., where reduced property market values led to lower property partnership results.

Expenses

Claims and benefits paid in 2007 were £3,677 million higher at £27,121 million (2006: £23,444 million). In the life business the increase was due to the consolidation of
our new U.S. business, AmerUs, for the full year, compared to only six weeks in 2006 and higher surrenders of profit-savings contractsin Italy reflecting customer preferences
in atime of economic uncertainty. In the general insurance business, claims were higher due to adverse weather conditionsin the U.K., which resulted in £475 million of losses.

Changes in insurance liabilities in 2007 were £914 million higher at £3,508 million (2006: £2,594 million). Thisincrease was mainly due to the provision of £1,728 million
for the policyholders' share of a special bonus distribution from the inherited estate of two of the U.K. with profit funds. This one time event was partly offset by higher than
expected |apse experience and a reduction in liabilities required under new rulesin the U.K. Therise in interest rates in both 2007 and 2006 led to a similar level of reduction in
ligbilitiesin both years.
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The change in investment contract provisions in 2007 was £3,984 million lower at a charge of £2,018 million (2006: £6,002 million). This decrease was mainly due to
lower than expected investment returns on unit funds and adverse lapse experience.

The change in the unallocated divisible surplus in 2007 was £3,480 million more than the prior year with a credit of £2,922 million (2006: charge of £558 million) mainly
reflecting the transfer of £2,127 million to insurance and investment contract liabilities for the U.K. special bonus distribution to policyholders and the impact of falling market
values on participating assets and related liabilities.

Fees and commission expense, other expenses and finance costs in 2007 were £940 million lower at £8,934 million (2006: £9,874 million). This decrease was due to
lower fee and commission expenses in the life businesses which were partly offset by higher finance costs, due to increased interest rates on higher levels of operational
borrowings, and higher levels of interest payable on collateral received from third parties.

Profit before tax attributable to shareholders’ profits

Profit before tax attributable to shareholders' profits in 2007 was £1,832 million, a reduction of £1,162 million or 39% against the previous year (2006: £2,994 million).
This decrease reflected the reduction in income partly offset by lower expenses, discussed above, and alower policyholder tax charge of £15 million (2006: £346 million).

Adjusting items

The long-term business investment variances and economic assumption changes in 2007 were £15 million (2006: £401 million). These comprise favourable investment
variances in Europe offset by negative effects in the U.S. and the U.K.. In Europe, the positive variances relate mainly to the realisation of capital gains on securities in the
Netherlands and France. In the U.S. realised and unrealised losses on investments were driven by the widening of credit spreads on debt securities, whilein the U.K. there was
anegativeinvestment variance on surplus assets backing annuity business due to interest rate changes.

The short-term fluctuations on the non-life business in 2007 were £182 million unfavourable (2006: £148 million favourable). These were mainly due to lower actual
investment returns compared to our longer term investment return assumptions. We reduced our exposure to equities through an active sell-off of the equity book in the
second half of 2007.

Impairment of goodwill was £10 million in 2007, reflecting small write downs across the Group. In 2006, impairment of £94 million reflected the write-down of goodwill
on our German life business (reported within the Netherlands results).

Amortisation of intangibles increased by £39 million to £103 million in 2007 (2006: £64 million). This increase reflected the higher level of bancassurance and other
distribution agreements held within the Group following new agreements entered into during 2006 and 2007.

Profit on disposal of subsidiaries and associates was £49 million in 2007. This includes the sale of 50.3% of the Turkish life business as part of the joint venture
agreement with Aksigorta A.S. This sale produced a profit of £74 million but was partly offset by losses on a number of small disposals. During 2006, profit on disposal of
subsidiaries and associates was £222 million. This reflected the sale of certain RAC non-core businesses and our associate holding in a French online brokerage company
generating disposal profits of £148 million, the sale of a minority stake in our Irish life business as part of the Ark life transaction for a profit on disposal of £86 million and a
loss of £12 million on other small disposals.
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Integration and restructuring costs were £153 million in 2007. These costs include £45 million relating to our U.K. cost and efficiency programme announced in 2006.
This initiative has now been completed at a total cost of £250 million. Restructuring costs aso included £82 million relating to the new savings targets announced in October
2007; further costs of this programme are expected to be £248 million spread over 2008 and 2009. The balance of £26 million relates to the completion of integration activity on
Ark Lifewith our Irish business and the former AmerUs with our U.S. business, which were both acquired in 2006.

In 2006 integration and restructuring costs of £246 million included £41 million for integration costs for the RAC in the U.K., Ark Lifein Ireland and AmerUs in the
U.S. and £205 million of restructuring costs for the U.K. cost and efficiency programme announced in September 2006.

Adjusted operating profit
Adjusted operating profit before tax in 2007 decreased by £411 million, or 16%, to £2,216 million (2006: £2,627 million) for the reasons set forth above.
United Kingdom

Our operations in the U.K. consist of long-term and savings business, which provides products such as bonds and savings, pensions, protection, annuities, equity
release and investment products, including both with-profits and non-profit business, and our general insurance and health business, which provides arange of general and
health insurance products focused on personal and small business customers, such as household, motor and liability insurance.

Long-term business— U .K.

The table below presents sales, net written premiums, adjusted operating profit and (loss)/profit before tax attributable to shareholders’ profits under IFRS from our
U.K. long-term business for the six months ended 2009 and 2008 and the years ended 31 December 2008, 2007 and 2006.

Six months ended Y ear ended
30 June 31 December

2009 2008 2008 2007 2006
£m £m £m £m £m
Protection 461 606 1,126 1,241 1,104
Pensions 2,089 2,410 4,753 4,156 4775
Annuities 833 1,286 2,433 1,965 1,518
Bonds 1,219 1,628 3,296 4,192 3,640
Equity release 133 80 250 243 321
Investment sales 418 840 1,485 2,751 2,455
Total Sales 5,153 6,850 13,343 14,548 13,812
Net written premiums 2,361 3,346 7,107 5,277 5,299
Adjusted operating profit 347 398 709 682 608
Profit/(loss) before tax attributable to shareholders’ profits 174 35 (161) 566 456

125




Six months ended 30 June 2009 compar ed to six months ended 30 June 2008
Sales

Sales in our U.K. long-term business decreased by £1,697 million, or 25%, to £5,153 million (six months to 30 June 2008: £6,850 million) with decreases across all
product lines with the exception of equity release. The decrease was driven by lower bond sales down 25% and annuity sales down 35% as aresult of management’s focus on
writing business with acceptable levels of return. Investment sales declined due to market turbulence, with sales down to £418 million (six months to 30 June 2008: £840
million).

Net written premiums

Net written premiums in our U.K. long-term business were £2,361 million, a decrease of £985 million, or 29%, from £3,346 million for the first six months of 2008. This
decrease was driven by lower bulk purchase annuity sales and lower bond sal es as the market moves to more secure investments.

Adjusted operating profit

Adjusted operating profit in our U.K. long-term business decreased by £51 million, or 13%, to £347 million for the first six months of 2009 (six months ended 30 June
2008: £398 million). The decrease reflects the lower contribution from the specia distribution of £86 million (six months ended 30 June 2008: £107 million), compounded by
reduced regular and terminal bonus payments.

Profit before tax attributable to shareholders’ profits

Profit before tax in our U.K. long-term business was £174 million, an increase of £139 million from £35 million for the first six months of 2008. This reflectsimproved
investment returnsin the first six months of 2009 compared to 2008 and the non recurrence of the £84 million costsin thefirst six months of 2008 of transferring the investment
wrap platform to athird party supplier.

Year ended 31 December 2008 compar ed to year ended 31 December 2007
Sales

Salesin our U.K. long-term business decreased by £1,205 million, or 8%, to £13,343 million (2007: £14,548 million). The decrease was driven by sales in bonds down
21% and investment sales down 46% compared to 2007 due to investment market turbulence, with protection down 9% due to the decline in mortgage approvals. Pensions
and annuities showed an increase of 17% on 2007, with equity release up by 3% on 2007.

Net written premiums

Net written premiums in our U.K. long-term business were £7,107 million in 2008, an increase of £1,830 million, or 35%, from £5,277 million in 2007. Thisincrease is
primarily driven by high bulk purchase annuity sales and pensions driven by improved stakeholder terms year on year.

Adjusted operating profit

Adjusted operating profit in our U.K. long-term business increased by £27 million, or 4%, to £709 million in 2008 (2007: £682 million). Thisincrease was driven by the
£124 million profit relating to the shareholder proportion of the special bonus distribution announced in February 2008. The prior year result included a £167 million benefit
from the reduction of the reserving levels permitted under new rules in the U.K. Underlying earnings were up £68 million reflecting the cumulative benefits of the recent
efficiency programmes of £65 million and lower new business strain.
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Profit before tax attributable to shareholders’ profits

Loss before tax in our U.K. long-term business was £161 million in 2008, a decrease of £727 million from £566 million profit in 2007. This decrease mainly reflectsthe
£550 million provision for credit defaults and £97 million for the cost of transferring the investment wrap platform to a third party supplier offset by the increase in adjusted
operating profit explained above.

Year ended 31 December 2007 compar ed to year ended 31 December 2006
Sales

Sales in our U.K. long-term business increased by £736 million, or 5%, to £14,548 million (2006: £13,812 million). This increase resulted from both our life and pensions
business, with strong growth in individual annuities and bond sales, and our retail investment sales business. These included sales through our bancassurance partnership
with the Royal Bank of Scotland Group (RBSG) reflecting an increase in sales from active sales advisers.

Net written premiums

Net written premiums in our U.K. long-term business were £5,277 million in 2007, a decrease of £22 million from £5,299 million in 2006. The result reflects afall in
pension sales partly offset by increasesin protection, annuities and bond sales.

Adjusted operating profit

Adjusted operating profit in our U.K. long-term business increased by £74 million, or 12%, to £682 million in 2007 (2006: £608 million). Thisincrease was mainly due to
lower expenses, higher income from unit-linked business, lower new business strain due to the sale of less capital-intensive products and the shareholder share of increased
with-profits bonuses. The result also included a £167 million benefit from the phased adoption of reserving changes permitted under new U.K. rules representing an increase of
£18 million over the previous year (2006: £149 million).

Profit before tax attributable to shareholders’ profits
Profit before tax in our U.K. long-term business was £566 million in 2007, an increase of £110 million, or 24%, from £456 million in 2006. This increase reflected the

higher adjusted operating profit discussed above and lower tax attributable to policyholders’ returns of £9 million charge (2007: charge of £295 million).
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General insurance and health — U.K.

The table below presents sales/net written premiums, adjusted operating profit and profit before tax attributable to shareholders’ profits under IFRS from our U K.
general insurance and health business for the six months ended 30 June 2009 and 2008 and the years ended 31 December 2008, 2007 and 2006.

Six months ended Y ear ended

30 June 31 December
2009 2008 2008 2007 2006
£m £m £m £m £m
Sales/net written premiums 2,298 2,832 5,413 5,897 6,000
Adjusted operating profit 286 317 654 440 1,176
Profit/(loss) before tax attributable to shareholders’ profits 153 79 (384) 267 1.220

Six months ended 30 June 2009 compar ed to six months ended 30 June 2008
Sales/net written premiums

Net written premiums in our U.K. general insurance and health business decreased by £534 million, or 19%, to £2,298 million (six months ended 30 June 2008: £2,832
million). The decrease was across all product lines with a 20% fall in personal lines business driven by lower motor and creditor sales, and a 20% fall in commercial lines. This
continues to reflect the competitive market and our strategy of writing business for profit rather than volume.

Adjusted operating profit

Adjusted operating profit in the first six months of 2009 was £286 million, a decrease of £31 million on the prior period result of £317 million. Thisreflectsthe lower
sales in the period, lower prior year claims development of £88 million (six months to 30 June 2008: £153 million) and reduced investment returns following decreases in the
interest rate and asset values at the beginning of the year.

Profit before tax attributable to shareholders’ profits

Profit before tax in our U.K. general insurance and health business was £153 million, an increase of £74 million from £79 million for the first six monthsin 2008. This
increase reflects lower integration and restructuring costsin relation to cost saving initiatives and the benefit from the change in the latent claims discount rate.

Year ended 31 December 2008 compar ed to year ended 31 December 2007
Sales/net written premiums

Net written premiums in our U.K. general insurance and health business decreased by £484 million, or 8%, to £5,413 million in 2008 (2007: £5,897 million). This
decrease was across all personal and commercial lines with personal motor and creditor business showing the greatest fall against 2007. This reflected the increasingly
competitive market and our strategy of writing business for profit rather than volume, as well as reflecting distributor response to the i ssues with payment protection insurance
and the declinein lending.
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Adjusted operating profit

Adjusted operating profit in 2008 was £654 million, an increase of £214 million on 2007 of £440 million. The principal factor in the improved profitability for the general
insurance business was that weather related claims were in line with normal expectations compared with a£475 million adverse impact in 2007. This favourable impact was
partly offset by areduction in the benefit of prior year claims development to £285 million (2007: £430 million), the decline in net written premiums and areduction in long-term
investment returns to £585 million (2007: £656 million). These factors outweighed the earned benefits we have derived from our initiatives to deliver cost savings and control
clamsinflation.

(Loss)/Profit before tax attributable to shareholders' profits

Loss before tax in our U.K. general insurance and health business was £384 million in 2008, a decrease of £651 million from a£267 million profit in 2007. This decrease
reflected the impact of investment variances and £304 million for strengthening of latent claims provisions.

Year ended 31 December 2007 compar ed to year ended 31 December 2006
Sales/net written premiums

Net written premiums in our U.K. general insurance and health business in 2007 fell by £103 million, or 2%, to £5,897 million (2006: £6,000 million). This decrease was
mainly due to lower policy sales due to competitive market conditions in the year which was partly offset by rate increases in personal household insurance and smaller
increasesin commercial lines.

Adjusted operating profit

Adjusted operating profit in 2007 decreased by £736 million to £440 million in 2007 (2006: £1,176 million). The decrease was mainly due to general insurance clams
arising from adverse weather conditions such as the summer flooding and storms in January which resulted in losses of £475 million. Adjusted operating profit included £430
million benefit (2006: £385 million) in respect of prior year loss development, an increase of £45 million compared to prior year, and lower results from RAC non-insurance
businesses due to costs of investment in Autowindscreens, British School of Motoring and HPI. In 2006 the result included a contribution of £17 million from disposed ex-
RAC operations (Manufacturing Support Services and Lex Vehicle Leasing).

Profit before tax attributable to shareholders’ profits
Profit before tax in our U.K. general insurance and health business was £267 million in 2007, a decrease of £953 million, or 78%, from £1,220 million in 2006. This

decrease reflected the lower adjusted operating profit discussed above, investment return variances and restructuring costs of £114 million for cost savingsinitiatives.
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Europe

Through Aviva Europe, we have substantial long-term business and savings operations in France, Italy, Ireland, the Netherlands (which includes Germany and
Belgium), Poland and Spain, with large general insurance businesses in Ireland and the Netherlands, as well as smaller ones in France, Italy and Poland. Our Europe fund
management operations are managed by Aviva Investors, except in the Netherlands and Poland where the fund management business is managed by other asset managers.
The results of the Netherlands and Polish businesses only are included within the fund management adjusted operating profit below.

The table below presents sales and net written premiums, adjusted operating profit and profit before tax attributable to shareholders' profits under IFRS from our
operationsin Europe for the six months ended 30 June 2009 and 2008 and the years ended 31 December 2008, 2007 and 2006.

Six months ended Y ear ended
30 June 31 December
2009 2008 2008 2007 2006
£m £m £m £m £m
Sales

France 2,440 2,062 3,880 3,790 3,670
Ireland 426 699 1,299 1,780 1,318
Italy 2,198 1,305 2,331 2,975 2,825
Netherlands (including Belgium, Germany and L uxembourg) 2,137 2,306 4,401 3,944 2,772
Poland (including Lithuania) 577 997 1,906 1,388 884
Spain 1,245 1,295 2,489 2,433 2,120
Other Europe 608 926 1,410 946 936
Long-term and savings business 9,631 9,590 17,716 17,256 14,525
France 564 485 882 733 735
Ireland 263 266 513 474 519
Netherlands 677 1,233 2,278 1,717 1,755
Other Europe 234 199 417 308 278
General insuranceand health 1,738 2,183 4,090 3,232 3,287
Total sales 11,369 11,773 21,806 20,488 17,812
Net written premiums 8,869 8,022 15,066 13,131 13,075

Adjusted operating profit
France 122 145 275 243 224
Ireland 29 28 61 73 49
Italy 37 37 48 78 81
Netherlands (including Belgium, Germany and Luxembourg) 148 134 196 181 102
Poland (including Lithuania) 72 76 162 110 95
Spain 71 74 155 119 113
Other Europe @] @8 (16) (27) (16)
Long-term business 478 486 881 77 648
France 36 30 107 70 63
Ireland 48 41 68 162 170
Netherlands 59 44 177 169 139
Other Europe 24 22 45 4 43
General insurance and health 167 137 397 442 415
Fund management 10 13 14 27 40
Non-insurance (48) (22) (151) (49 (72)
Total operating profit 607 614 1,141 1,197 1,031
Profit beforetax attributable to shareholders’ profits 798 87 48 1,322 1,463
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Six months ended 30 June 2009 compar ed to six months ended 30 June 2008
Sales

Aviva Europe sales in the first six months of 2009 decreased by £404 million or 3% to £11,369 million (six months ended 30 June 2008: £11,773 million) with the
decreasein general insurance sales. The slight increase in the long-term and savings sales was largely due to the strength of the euro against sterling.

Long-term business and savings sales in Aviva Europe in the first six months of 2009 increased by £41 million to £9,631 million (six months to 30 June 2008: £9,590
million). Within this, life and pensions sales decreased to £8,851 million from £9,064 million in the previous period despite being supported by the strengthening of the euro
and higher sales through the bancassurance partnershipsin France and Italy. This reflects lower investment contract salesin 2009. Additionally, in thefirst six months of 2008,
Aviva Europe sold short-term endowment policies through Deutsche Bank in Poland, corporate pension contracts in the Netherlands, and received initial contributions from
the introduction of compulsory pensionsin Romania.

Investment salesin Aviva Europe for the first six months of 2009 increased by £254 million or 48% to £780 million (six months ended 30 June 2008: £526 million) mainly
due to favourable foreign exchange movementsin the euro.

Aviva Europe’s general insurance and health net written premiums were £1,738 million for the first six months of 2009, a decrease of £445 million, or 20%, from £2,183
million in the same period in 2008. The decrease reflects the nil contribution from the Dutch health business following its sale in January 2009 (six months ended 30 June 2008:
£671 million).

Net written premiums
AvivaEurope net written premiumsin the first six months of 2009 increased by £847 million or 11% to £8,869 million (six months ended 30 June 2008: £8,022 million).

Net written premiums in our Aviva Europe long-term businesses were £7,131 million in 2009, an increase of £1,292 million, or 22%, from £5,839 million for the first six
months of 2008. This reflects the strengthening of the euro since 2008 and higher sales in Italy and France, partly offset by reductions across the rest of the region due to
general declinein the economic environment.

Aviva Europe's genera insurance and health net written premiums were £1,738 million in the first six months of 2009, an increase of £445 million, or 20%, from £2,183
million in 2008 as explained above.

Adjusted operating profit
Aviva Europe adjusted operating profit in 2009 was £607 million, adecrease of £7 million from £614 million.

Aviva Europe's long-term business adjusted operating profit was £478 million, a decrease of £8 million from £486 million for the first six months of 2008. Thisis a
result of reduced management fees earned on unit-linked business and lower expected returns on assets under management. Offsetting these factors is the benefit from the
foreign exchange strengthening, principally in the euro.

In Europe, adjusted operating profit of our general insurance and health businesses was £167 million in 2009, an increase of £30 million, or 22%, over £137 millionin
2008, due to the strengthening of the euro and lower large claims experience, partly offset by bad weather experience in France and lower longer-term investment return due to
reduced interest rates and asset bases.
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Profit before tax attributable to shareholders’ profits

Aviva Europe's profit before tax attributable to shareholders’ profits was £798 million for the first six months of 2009, an increase of £711 million from £87 millionin
2008. Theincrease was mainly due to improved investment returns.

Year ended 31 December 2008 compar ed to year ended 31 December 2007
Sales

Aviva Europe sales in 2008 increased by £1,356 million or 6% to £21,806 million (2007: £20,488 million), with increases in both long term and savings business and
general insurance largely due to the strength of the euro against sterling.

Long-term business and savings sales in Aviva Europe in 2008 increased by £498 million or 3% to £17,716 million (2007: £17,256 million). Within this, life and
pensions sales increased to £16,990 million from £15,684 million in 2007 as aresult of significant sales of the individual regular premium product launched in late 2007 and short
term endowment policies sold through Deutsche Bank in Poland. In the Netherlands increased sales were due to a significant increase in corporate pension sales, where five
contracts contributed a total of £1,106 million, which was partly offset by lower annuity sales as a result of increased competition from the banking sector. Sales in Other
Europe increased due to a one-off payment of £545 million in Romania from the introduction of compulsory pensions. These improvements were offset by decreased salesin
Italy and Ireland predominantly as aresult of the worsening economic environment.

Investment sales in Aviva Europe in 2008 decreased by £808 million or 51% to £764 million (2007: £1,572 million) due to reduced sales across all countries as aresult
of the volatile investment markets.

Aviva Europe’s general insurance and health net written premiums were £4,090 million in 2008, an increase of £858 million, or 27%, from £3,232 millionin 2007. The
increase in the sales result was driven by the strengthening of the euro, as well as competitively priced health products sold through our Dutch business and strong sales in
Italy through our new bancassurance agreement with Banco Popolare. The Dutch health business, which contributed sales of £1,250 million, was sold with effect from 1
January 20009.

Net written premiums
Aviva Europe net written premiumsin 2008 increased by £1,935 million or 15% to £15,066 million (2007: £13,131 million).

Net written premiums in our Aviva Europe long-term businesses were £10,976 million in 2008, an increase of £1,077 million, or 11%, from £9,899 million in 2007. This
increase resulted from new product launches in Poland, securing five corporate schemesin the Netherlands and the introduction of compulsory pensions in Romania

Aviva Europe's general insurance and health net written premiums were £4,090 million in 2008, an increase of £858 million, or 27%, from £3,232 million in 2007 as
explained above.

Adjusted operating profit

Aviva Europe adjusted operating profit in 2008 was £1,141 million, a decrease of 5% or £56 million from £1,197 million.
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Aviva Europe's long-term business adjusted operating profit was £881 million, an increase of £104 million, or 13%, from £777 millionin 2007. Thisresult is partialy
attributable to the strengthening of the euro, which has had a positive impact on al our major markets. The main countries contributing to the increase were Poland, reflecting
higher management fees and cost efficiencies and Spain, which earned higher profits on protection business following growth in the underlying portfolio from the acquisition
of Cajamurciain the fourth quarter of 2007.

In Europe, adjusted operating profit of our general insurance and health businesses was £397 million in 2008, a decrease of £45 million, or 10%, over £442 millionin
2007, due to increased price competition across a number of countries, particularly in Ireland and the Netherlands. This was partly offset by the development of new
distribution channels, product launches in the year across anumber of our businesses and the strengthening of the euro.

Profit before tax attributable to shareholders’ profits

Aviva Europe's profit before tax attributable to shareholders' profits was £48 million in 2008, a decrease of £1,274 million, or 96%, from £1,322 million in 2007. The
decrease was mainly due to adverse investment returns and the cost of the unit-linked compensation in the Netherlands of £126 million.

Year ended 31 December 2007 compar ed to year ended 31 December 2006
Sales
Total salesin AvivaEurope in 2007 increased by £2,676 million or 15% to £20,488 million (2006: £17,812 million).

Long-term business and savings sales in Aviva Europe in 2007 increased by £2,731 million or 19% to £17,256 million (2006: £14,525 million). Within this, life and
pension sales grew by £2,050 million or 15% to £15,684 million (2006: £13,634 million). Thisincrease reflected higher salesin Ireland, due to growth in both the bancassurance
and broker channels from new product developments and expansion of the fund range, the benefit of a £540 million group pension contract in the Netherlands and strong sales
growth in Spain and central and eastern Europe.

Investment salesin 2007 increased by £681 million or 74% to £1,572 million (2006: £891 million) due to strong salesin the Netherlands and Poland.

Aviva Europe’s general insurance and health net written premiums were £3,232 million in 2007, a decrease of £55 million, or 2%, from £3,287 million in 2006. The result
ismainly attributable to falling premium ratesin Ireland and lower premiums in the Netherlands health business, which were partially offset by anincreasein policiesin Ireland
and theinclusion of the acquired business Erasmus, in the Netherlands' results.

Net written premiums
Net written premiumsin Aviva Europein 2008 increased by £56 million or under 1% to £13,131 million (2006: £13,075 million).

Net written premiums in our Aviva Europe long-term businesses were £9,899 million in 2007, an increase of £111 million, or 1%, from £9,788 million in 2006. This
increase resulted from increased salesin Ireland, group pension contracts in the Netherlands and strong sales growth in Spain.
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Aviva Europe's general insurance and health net written premiums were £3,232 million in 2007, a decrease of £55 million, or 2%, from £3,287 million in 2006 as
explained above.

Adjusted operating profit

Adjusted operating profit in Aviva Europe in 2007 increased by £166 million or 16% to £1,197 million (2006: £1,031 million), with the increase largely dueto the long
term and savings business.

Aviva Europe's long-term business adjusted operating profit was £777 million in 2007, an increase of £129 million, or 20%, from £648 millionin 2006. The increase was
mainly due to higher interest rates and a larger investment portfolio in France, improved operating performance from strong sales growth in Ireland, higher interest rates and
more favourable mortality and other technical reserve movementsin the Netherlands, and higher state pension premium income and growth in assetsin Poland.

In Europe, adjusted operating profit of our general insurance and health businesses was £442 million in 2007, an increase of £27 million, or 7%, over £415 millionin
2006. Theresult was mainly due to strong control of costs and favourable claims experience in France and favourable prior year claims development in the Netherlands, which
was offset by intensifying competition and higher claims costsin Ireland.

Profit before tax attributable to shareholders’ profits

Aviva Europe's profit before tax attributable to shareholders' profits was £1,322 million in 2007, a decrease of £141 million, or 10%, from £1,463 millionin 2006. The
2006 result reflected the profit on sale of Pro Capita in France, £79 million, and the sale of 25% of Hibernian Life Holdings as part of the Ark Life acquisition, resulting in a
profit of £86 million.

North America

Aviva North America includes the long-term business in the U.S., which provides life insurance and annuity products, and the general insurance business in
Canada. The table below presents the sales, net written premiums, adjusted operating profit and profit before tax attributable to shareholders' profits under IFRS of Aviva
North Americafor the six months ended 30 June 2009 and 2008 and the years ended 31 December 2008, 2007 and 2006.

Six months ended Y ear ended

30 June 31 December
2009 2008 2008 2007 2006(1)
£m £m £m £m £m
Protection 374 273 623 617 140
Annuities 2,815 1,579 4,244 2,600 755
Other long-term business - 375 848 429 -
General insurance 889 771 1,601 1,412 1,389
Sales 4,078 2,998 7,316 5,058 2,284
Net written premiums 4,146 2,557 6,268 4,426 2,320
Long term business 24 30 16 79 13
General insurance 87 76 145 154 148
Non-insurance 8 4 (12) 4 -
Adjusted operating profit 103 102 149 229 161
Profit/(loss) beforetax attributable to shareholders profits 78 9 (338) (38) 188

(1) Includes only the last six weeks of the year, following the AmerUs acquisition
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Six months ended 30 June 2009 compar ed to six months ended 30 June 2008
Sales

Sales in Aviva North America increased by £1,080 million or 36% to £4,078 million (six months ended 2008: £2,998 million). This increase reflected higher U.S. long-
term business sales, driven by improved annuity sales, reflecting our expanded distribution, new product launches and successful marketing programmes. General insurance
sales in Canada increased by 15% to £889 million, with growth across al lines driven by favourable foreign exchange movements and improved retention in personal
homeowner business.

Net written premiums

Aviva North America's net written premiums were £4,146 million in 2009, an increase of £1,589 million, or 62%, from £2,557 million in 2008. The increase was mainly
dueto increased annuity salesin the U.S. and improved sales across all lines of businessin Canada.

Adjusted operating profit

Adjusted operating profit in Aviva North America was £103 million for the first six months of 2009, in line with the same period in 2008. In Canada, general insurance
operating profit improved due to higher sales volumes, the improvement in the underwriting result and foreign exchange movements. In the U.S., operating profit was slightly
down as the favourable impact of management action to improve the profitability of life and annuity products was offset by margin compression, including higher option costs
and theimpact of higher lapse experience.

Profit before tax attributable to shareholders’ profits

Aviva North America's profit before tax attributable to shareholders' profitswas £78 million for thefirst six months of 2009, an increase of £69 million, from £9 million
in the same period of 2008, driven by improved investment returns.

Year ended 31 December 2008 compar ed to year ended 31 December 2007
Sales

Salesin Aviva North Americain 2008 increased by £2,258 million or 45% to £7,316 million (2007: £5,058 million). Thisincrease reflected higher U.S. long-term business
sales, driven by improved annuity sales, reflecting our expanded distribution, new product launches and successful marketing programmes. General insurance sales in Canada
increased by 13% to £1,601 million, with growth across all lines and sales through the acquisition of National Home Warranty in July 2008.

Net written premiums

Aviva North America' s net written premiums were £6,268 million in 2008, an increase of £1,842 million, or 42%, from £4,426 million in 2007. The increase was mainly
dueto increased annuity salesin the U.S. and improved sales across all lines of businessin Canada.

Adjusted operating profit

Adjusted operating profit in Aviva North America was £149 million in 2008, a decrease of £80 million, or 35%, from £229 million in 2007. This is driven by lower
annuity margins and lower yield on variable rate investments. Annuity margins were adversely impacted by increased option costs and lower account value, driven by
underperformance of the equity markets and higher lapse rates. In our Canadian general insurance business the result was impacted by favourable prior year development,
which was offset by difficult market conditions in the insurance cycle, weather related costs, higher expenses and lower investment income as a result of the sale of equities
undertaken in the latter half of 2007.
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Profit before tax attributable to shareholders’ profits

Aviva North America s loss before tax attributable to shareholders' profits was £338 million in 2008, an increase in loss of £300 million, from £38 million lossin
2007. The increased loss was mainly due to significantly lower investment income and the recognition of impairment losses, both driven by the downturn in the economic
environment.

Year ended 31 December 2007 compar ed to year ended 31 December 2006
Sales

Sales in Aviva North America in 2007 increased by £2,774 million or 121% to £5,058 million (2006: £2,284 million). This increase reflected higher U.S. long-term
business sales due to the consolidation of AmerUs for the full year compared to six weeks in 2006. Sales for the general insurance business in Canada were slightly higher due
to growth in both personal and commercial lines volumes, particularly in property through increased warranty business. This growth was partly offset by reductions in motor
premiums resulting from increased competition.

Net written premiums

Aviva North America's net written premiums were £4,426 million in 2007, an increase of £2,106 million, or 91%, from £2,320 million in 2006. The increase was mainly
due to the consolidation of AmerUs for the full year compared to six weeksin 2006.

Adjusted operating profit

Adjusted operating profit in Aviva North America was £229 million in 2007, an increase of £68 million, or 42%, from £161 million in 2006. Thisincrease was mainly due
to theinclusion of AmerUs's adjusted operating profit for the full year.

Profit before tax attributable to shareholders’ profits

Aviva North America's loss before tax attributable to shareholders’ profitswas £38 million in 2007, from a profit of £188 millionin 2006. Thelossin 2007 isaresult of
adverse movements in investment returns.

Asia Pacific

AvivaAsia Pacific operates in eight countries across the region through both joint ventures and wholly-owned operations. We have businesses in markets at various
stages of development, with established businesses in Singapore and Hong Kong, high potential businesses in India and China and new start up businesses in South Korea,
Taiwan, Malaysia and Sri Lanka. We had an established business in Australia, which we sold on 1 October 2009. The table below presents the sales, net written premiums,
adjusted operating profit and profit before tax attributable to shareholders' profits under IFRS of Aviva Asia Pacific for the six months ended 30 June 2009 and 2008 and the
years ended 31 December 2008, 2007 and 2006.
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Six months ended Y ear ended

30 June 31 December

2009 2008 2008 2007 2006

£m £m £m £m £m

Asia 786 909 1,719 1,868 1,156

Australia 684 1,052 1,780 2,415 1,903

Sales 1,470 1,961 3,499 4,283 3,059

Net written premiums 234 290 511 602 540
Adjusted operating profit

Asialong term and savings business 48 (7) 2 (6) 7

Australialong term and savings business 22 21 44 37 31

General insurance 7 (6] - 4 -

Fund management and non-insurance (14) (15) (10) 2 6

63 15 36 37 50

Profit/(loss) before tax attributableto shareholders' profits 109 (2) (68) 35 49

Six months ended 30 June 2009 compar ed to six months ended 30 June 2008
Sales

Sales in Aviva Asia Pacific were £1,470 million for the first six months of 2009, a decrease of £491 million, or 25%, from £1,961 million in 2008. Long-term and savings
sales were lower at £1,448 million (six months ended 30 June 2008: £1,947 million). Life and pensions sales were £698 million (six months ended 30 June 2008: £896 million),
mainly driven by lower salesin Singapore, Hong Kong and India due to the uncertainty associated with the current economic conditions, partly offset by the inclusion of sales
through South Korea of £127 million. Investment sales were aso lower at £750 million (six months ended 30 June 2008: £1,051 million) due to the volatile investment markets.

Net written premiums

Aviva Asia Pacific's net written premiums were £234 million in the first six months of 2009, a decrease of £56 million, or 19%, from £290 million in 2008. The decrease
was mainly due to the volatile investment markets.

Adjusted operating profit

Adjusted operating profit was £63 million in 2009, an increase of £48 million from £15 millionin 2008. This reflects the one off release of reservesin Singapore of £58
million following an actuarial review of risk margins.

Profit before tax attributable to shareholders’ profits
Aviva Asia Pacific's profit before tax attributable to shareholders’ profit was £109 million in 2009, compared to £2 million loss in the first six months of 2008. This

reflects the one off reserve release in Singapore of £58 million and improved investment returnsin the period.
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Year ended 31 December 2008 compar ed to year ended 31 December 2007
Sales

Sales in Aviva Asia Pacific were £3,499 million in 2008, a decrease of £784 million, or 18%, from £4,283 million in 2007. The decrease was primarily driven by
significantly lower investment sales through Navigator (our wrap administration platform) of £1,746 million, which were £914 million lower than sales of £2,660 million in 2007.
The lower investment sales were partially offset by higher long term business sales of £1,720 million compared to £1,595 million in 2007.

Overal salesin Asiadeclined in 2008 as a result of volatile investment markets, particularly in Hong Kong and Singapore. This was partly offset by growth in long
term business salesin China, due to the expansion of the distribution network, and first time contributions from new venturesin South Koreaand Taiwan.

Sales in Australia also decreased largely due to the benefit in 2007 of a one-off transfer of a group pension scheme and the favourable change in superannuation
legislation, which impacted both long term and savings sales and investment sales.

Net written premiums

Aviva Asia Pacific's net written premiums were £511 million in 2008, a decrease of £91 million, or 15%, from £602 million in 2007. The decrease was mainly due to the
volatile investment markets impacting sales in Hong Kong, where the products are mainly investment-related, and unusually high salesin Australia during 2007.

Adjusted operating profit

Adjusted operating profit was£36 million in 2008, a decrease of £1 million or 3%, from £37 million in 2007. This reflects an increase in the long term and savings
business due to lower new business strain from sales and business mix, offset by alossin the fund management business due to the decline in the investment marketsin 2008.

Profit before tax attributable to shareholders’ profits

Aviva Asia Pacific's loss before tax attributable to shareholders' profit was £68 million in 2008, compared to a profit of £35 millionin 2007. Thelossin 2008 reflects
the impact of adverse variances mainly in the long-term businesses.

Year ended 31 December 2007 compar ed to year ended 31 December 2006
Sales

Sales in Aviva Asia Pacific were £4,283 million in 2007, an increase of £1,224 million, or 40%, from £3,059 million in 2006. The increase was primarily attributable to
significantly higher investment sales through Navigator (our wrap administration platform) and higher long term business sales. In Australia the increase reflected a strategic
investment in key independent financial adviser groups and favourable changes to superannuation legislation and the transfer of a one-off group pension.

Sales in Asia continued to grow as a result of our expanding distribution and broadening geographical presence. Sales in Singapore grew through our relationships
with key brokers and those in Hong K ong through the continued good performance of our partnership with the banking group DBS. In Chinawe increased our presencein the
country to eight provinces, and in India, sales increased through bancassurance partnerships, ongoing expansion of the direct sales force and the addition of new branchesin
theyear.
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Net written premiums

Aviva Asia Pacific’s net written premiums were £602 million in 2007, an increase of £62 million, or 11%, from £540 million in 2006. The increase was mainly due to
increased sal es through our bancassurance partnership in Hong Kong and the benefit of sales through key brokersin Singapore.

Adjusted operating profit

Adjusted operating profit was £37 million in 2007, a decrease of £13 million, or 26%, from £50 million in 2006. This decrease was mainly due to the impact of new
business strain in the devel oping Asian businesses.

Profit before tax attributable to shareholders’ profits

Aviva Asia Pacific's profit before tax attributable to shareholders’ profits was £35 million in 2007, a decrease of £14 million, or 29%, from £49 million in 2006. The
decrease was mainly due to the cost of new business strain and lower investment income.

Aviva Investors

Aviva Investors, our fund management business, operates across all four regions providing fund management services to third party investors and supporting our
long-term and general insurance operations. The table below presents the adjusted operating profit, profit before tax attributable to shareholders’ profits under IFRS and
funds under management of Avivalnvestorsfor the six months ended 30 June 2009 and 2008 and the years ended 31 December 2008, 2007 and 2006.

Six months ended Y ear ended
30 June 31 December
2009 2008 2008 2007 2006
£m £m £m £m £m
Adjusted operating profit 36 61 114 147 112
Profit before tax attributable to shareholders’ profits 29 51 72 129 111
Funds under management 222,120 235,100 236,178 235,309 238,242

Six months ended 30 June 2009 compar ed to six months ended 30 June 2008
Adjusted operating profit

Aviva Investors' adjusted operating profit was £36 million for the first six months of 2009, a decrease of £25 million, or 41%, from £61 millionin 2008. The decrease
was mainly due to the investment market volatility in the year, with all geographical areas experiencing downward pressure on fee income.

Profit before tax attributable to shareholders’ profits
Aviva Investor's profit before tax attributable to shareholders' profits was £29 million for the first six months of 2009, a decrease of £22 million, or 43%, from £51

millionin 2008. The decrease was mainly due to lower fee and commission income.
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Funds under management

Avivalnvestors' funds under management were £222 billion at 30 June 2009, a decrease of £13 billion, or lessthan 6%, from £235 hillion at 30 June 2008.
Year ended 31 December 2008 compar ed to year ended 31 December 2007
Adjusted operating profit

Aviva Investors' adjusted operating profit was £114 million in 2008, a decrease of £33 million, or 22%, from £147 million in 2007. The decrease was mainly dueto the
investment market volatility in the year, with all geographical areas experiencing downward pressure on fee income.

Profit before tax attributable to shareholders’ profits

Aviva Investor’s profit before tax attributable to shareholders profits was £72 million in 2008, a decrease of £57 million, or 44%, from £129 million in 2007. The
decrease was mainly due to the decline in investment markets and the integration and restructuring costs of setting up Avivalnvestors.

Funds under management

Aviva Investors' funds under management were £236 billion in 2008, an increase of £1 hillion, or lessthan 1%, from £235 billion in 2007. The increase was mainly due
to exchange gains as sterling declined against other major currencies towards the end of the year, increasing the value of our non-sterling investments, offset by market factors
wherethefall in equity and property capital values and outflows from some open-ended property funds.

Year ended 31 December 2007 compar ed to year ended 31 December 2006
Adjusted operating profit

Aviva Investors adjusted operating profit was £147 million in 2007, an increase of £35 million, or 31%, from £112 million in 2006. The increase was mainly due to
increased investment management fee revenue resulting from new business and investment market performance in our U.K. operations, continued cost control and focused
investment in the business.

Profit before tax attributable to shareholders’ profits

Aviva Investor's profit before tax attributable to shareholders profits was £129 million in 2007, an increase of £18 million, or 16%, from £111 million in 2006. The
increase was mainly due to the higher operating profit noted above partly offset by amortisation of intangibles and impairment of goodwill.

Funds under management
Aviva Investors funds under management were £235 billion in 2007, a decrease of £3 billion, or 1%, from £238 billion in 2006. The decrease was mainly due to

divestment of funds and the fall in property capital values.
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Corporate centre and group debt costsand other interest

Six months ended Y ear ended
30 June 31 December
2009 2008 2008 2007 2006
£m £m £m £m £m
Corporate centre (46) (72) (141) (157) (160)
Group debt costs and other interest (318) (201) (379) (363) (381)

Six months ended 30 June 2009 compar ed to six months ended 30 June 2008
Corporate centre

The corporate centre costs for the first six months of 2009 decreased to £46 million (six months ended 30 June 2008: £71 million) due to reduced project spend and
lower central spend resulting from the implementation of cost saving initiatives.

Group debt costs and other interest

Group debt costs and other interest comprise internal and external interest on borrowings, subordinated debt and intra-group loans not allocated to local business
operations. Net pension incomeis also included, being the expected return on pension scheme assets |ess the interest charge on pension scheme liabilities.

In the first six months of 2009 group debt costs and other interest totalled £318 million (six months ended 2008: £201 million). External interest costsincreased to £165
million (six months ended 2008: £128 million) reflecting higher interest in subordinated debt, due to the hybrid debt issues in 2008 and 2009, offset by lower commercial paper
interest as proceeds from the issue were used to repay some commercial paper. Internal interest costs increased to £121 million (six months ended 2008: £95 million) driven by
changes to our internal loan balances. Net pension charge was £32 million (six months ended 2008: £22 million income) reflecting lower rates of return on asset values and a
higher charge on liabilities.

Year ended 31 December 2008 compar ed to year ended 31 December 2007
Corporate centre

The corporate centre costs for 2008 decreased to £141 million (2007: £157 million) due to lower central spend and staff incentive costs. Within this total, are project
spend costs totalling £34 million (2007: £26 million). The increase in project spend was driven by the corporate centre's share of the ongoing implementation of the global
finance strategy. The decrease in corporate centre spend is partly explained by increased costs being borne by the operating segments, as certain corporate centre activities
and costs have either been transferred or recharged to regional offices.

Group debt costs and other interest

In 2008 group debt costs and other interest totalled £379 million (2007: £363 million). External interest costs increased to £286 million (2007: £259 million) reflecting
higher interest in subordinated debt, due to our hybrid debt issuesin May and August 2008, offset by lower commercial paper interest as proceeds from the issue were used to
repay some commercial paper. Internal interest costs increased to £197 million (2007: £179 million) driven by changes to our internal loan balances. Net pension income
increased to £104 million (2007: £75 million) reflecting higher expected rates of return on assets offset by higher discount rates on liabilities.
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Year ended 31 December 2007 compar ed to year ended 31 December 2006
Corporate centre

Corporate costs were £3 million or 2% lower at £157 million in 2007 (2006: £160 million). This decrease was due to lower ongoing spend, reflecting the drive towards a
leaner activist centre. partly offset by higher project costs as we continue to invest in our brand and global finance strategy.

Group debt costs and other interest
In 2007 these costs were reduced by £18 million or 5% to £363 million (2006: £381 million).The decrease reflected lower internal interest costs following the

restructuring of internal loan agreements, partly offset by an increase in the interest on subordinated debt due to amounts raised in December 2006 to repay locally held
AmerUs debt and on commercial paper raised to help fund the AmerUs acquisition.
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Liquidity and Capital Resources
Treasury function

The treasury function of our business is managed by our centralised treasury team, headed by the Group Treasurer. The Group Treasurer acts as owner of Group
policiesfor liquidity, derivatives and foreign exchange risk management within the Group risk governance and oversight framework. Changes in policy require the agreement of
the Chief Risk Officer. Significant changes in policy require, in addition, the approval of the Assets and Liabilities Committee, the Executive Committee and then the Risk and
Regulatory Committee of the Board. These policies are independently implemented and monitored by each of our businesses. Our central treasury team is split into distinct
functions: a Group team, which develops our overall treasury strategy and our treasury team at Aviva Investors, which manages and monitors our treasury and cash flow
positions for our holding companies. Each business unit is responsible for monitoring its own cash and liquidity positions, as well as its ongoing funding requirements. Itis
our policy to make the mgjority of our financing arrangements at the parent company level for our business units, primarily through external borrowings and equity
offerings. This enables usto achieve the efficiencies afforded by our collective size. A number of our business units also raise debt on their own behalf.

Our principal objective in managing our liquidity and capital resources is to maximise the return on capital to shareholders, while enabling us to pay the dividends,
service our debt and our holding companies’ cash flows. In the context of afinancial services company, where our working capital islargely representative of our liquidity, we
believe our working capital is sufficient for our present operational requirements.

Extraordinary Market Conditions

Since mid-September 2008, the global financial markets have experienced unprecedented disruption, adversely affecting the business environment in general, as well
as financial services companies in particular. Continuing adverse financial market conditions could significantly affect our ability to meet liquidity needs and obtain capital,
although management believes that we have liquidity and capital resources to meet business requirements under current market conditions.

Our consolidated net cash and cash equivalents amounted to £24,069 million and £15,564 million at December 31, 2008 and 2007, respectively, an increase of £8,505
million. This higher-than-normal level of short-term liquidity was accumulated to provide additional flexibility to address potential variations in cash needs while credit market
conditions remained distressed.

Processes for monitoring and managing liquidity risk, including liquidity stress models, have been enhanced to take into account the extraordinary market conditions,
including the impact on policyholder and counterparty behaviour, the ability to sell various investment assets and the ability to raise incremental funding from various
sources. Management has taken steps to strengthen liquidity in light of its assessment of the impact of market conditions, such as issuing £200m long term subordinated debt
in March 2009, and will continue to monitor the situation closely.

Management of capital resources

We seek to maintain an efficient capital structure using a combination of equity shareholders funds, preference capital, subordinated debt and borrowings. This
structure is consistent with our risk profile and the regulatory and market requirements of our business.

In managing our capital, we seek to:
Match the profile of our assets and liabilities, taking into account the risks inherent in each business;
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Maintain financia strength to support new business growth while still satisfying the requirements of policyholders, regulators and rating agencies;
Retain financial flexibility by maintaining strong liquidity, accessto arange of capital markets and significant unutilised committed credit lines;
Allocate capital efficiently to support growth and repatriate excess capital where appropriate; and

Manage exposures to movements in exchange rates by aligning the deployment of capital by currency with our capital requirements by currency.

We are subject to a number of regulatory capital tests and employ realistic scenario tests to allocate capital and manage risk. The impact of these regulatory capital
tests on our ability to transfer capital around the group through dividends and capital injections is discussed later in this section under the headings “—Sources of Liquidity”
and “—Capital injections’. Overall, the group and its subsidiaries satisfy all existing requirements and, as reported below, have significant resources and capital strength.

Aviva plc's long term counterparty credit rating is A (strong), negative outlook from Standard and Poor’'s and A1 (good), negative outlook from Moody’s. This
rating represents Aviva's ability to repay its long term borrowings as assessed by the rating agencies. The Insurance Financial Strength ratings (representing the ability to
pay policyholders) of the group’s main operating subsidiaries are AA- (very strong) with a negative outlook from Standard & Poor’s and Aa3 (excellent) with a negative
outlook from Moody’'s and A (excellent) with a stable outlook from AM Best. Insurance companies rated AA (Standard & Poor’s) or Aa (Moody’s) offer excellent financial
security and together with AAA rated companies constitute what are generally known as high-grade companies.

At 31 December 2008, the Group had £22.1 billion (31 December 2007: £21.4 billion) of total capital employed in our trading operations which is financed by a
combination of equity shareholders' funds, preference capital, direct capital instruments, subordinated debt and internal and external borrowings.

In 2008, the total capital employed increased by £0.7 billion driven by foreign currency translation gains on capital employed in U.S. dollars and euros and the raising
of additional capital (subordinated debt and net internal debt) partly offset by operational results and market movementsin the year. See Item 18, “Financial Statements— Note
48 — Group capital structure”.

In addition to external funding sources, we have a number of internal debt arrangements in place. These have allowed the assets supporting technical liabilities to be
invested into the pool of central assets for use across the Group. They have also enabled us to deploy cash from some parts of the business to othersin order to fund growth.
Although intra-group loansin nature, they are counted as part of the capital base for the purpose of capital management. All internal loans satisfy arms length criteria and all
interest payments have been made when due.

The presentation of internal debt depicts a net debt position which represents the upstream of internal loans from business operations to corporate and holding
entities net of tangible assets held by these entities. The corporate net liabilities represent the element of the pension scheme deficit held centrally.

Management of Debt

Avivaplcisthe principa financing vehicle in our centralised funding strategy. Our senior debt obligations are supported by guarantees from our principal non-life
trading subsidiaries. We also manage our external debt in line with rating agency limits applicable for entities with arating in the AA range. We aim to maintain a balance of
fixed and floating rate debt, and manage the maturity of our borrowings and our undrawn committed facilities to avoid bunching of maturities. We aim to maintain accessto a
range of funding sources, including the banking market, the commercial paper market and the long-term debt capital markets. We issue debt in a variety of currencies,
predominantly sterling, euros and U.S. dollars, based on investor demand at the time of issuance and management of the Group's foreign exchange translation exposuresin the
statement of financial position.
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In May 2008, we issued subordinated debt in two tranches comprising £400 million callable in 2038, and €400 million callable in 2018. We used £600 million sterling
equivalent to repay commercial paper denominated in various currencies. In August 2008, we issued a further £200 million, callablein 2038.

In January 2007, we issued $375 million of commercial paper, which was used to repay senior debt in our U.S. business. In the year ended 31 December 2006 we raised
£442 million of new borrowingsin order to fund the acquisition of AmerUs and repay senior debt in AmerUs.

At 31 December 2008, our total external borrowings, including subordinated debt and securitised mortgage loans, amounted to £15.2 billion. Of thetotal borrowings
£5.5 billion are considered to be core borrowings and are included within the Group’s capital employed. The balance of £9.7 billion represents operational debt issued by
operating subsidiaries. Approximately half of these borrowings were on a fixed rate basis and have maturity terms between two and 34 years. The balance of our borrowings
was represented by commercial paper with average interest rates of 3.6% and floating rate bank borrowings. We also have substantial committed credit facilities available for
our use. At 31 December 2008, we had undrawn committed credit facilities expiring within one year of £0.8 billion compared to £0.5 billion of such facilities at 31 December
2007, and £1.3 hillion in credit facilities expiring after more than one year compared to £1.6 billion of such facilities at 31 December 2007. Of these facilities, £1 billion was
alocated in both 2008 and 2007 to support our commercial paper program.

Further information on the maturity profile, currency and interest rate structure of our borrowings is presented in Item 18, “Financial Statements— Note 42 —
Borrowings’. Commercial paper isissued for terms up to six months and is generally reissued at maturity. The earliest repayment date for other debt instruments is an €800
million subordinated debt instrument with afirst call date of 14 November 2011 at the option of the company. At thistime Avivawill have the option of repaying the debt or
accepting a step-up in the coupon and deferring repayment until 2021.

The table below provides presents our debt position for the periodsindicated:

2008 2007
£m £m
Corestructural borrowings
Subordinated debt 4,606 3,054
Debenture loans 379 335
Commercial paper 540 922
5,525 4,311
Operational borrowings
Amounts owed to credit institutions 1,891 1,052
Securitised mortgage loans 7,785 7,294
9,676 8,346
Total 15,201 12,657

In both the U.K. and the Netherlands, we have raised non-recourse funding secured against books of mortgages. This funding has been raised through the use of
special purpose entities. The beneficial interest in the books of mortgages has been passed to these special purpose entities. These entities, which are owned by independent
trustees, have funded this transfer through the issue of loan notes.
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The value of the secured assets and the corresponding non-recourse funding was £1,590 million in the U.K. and £6,195 million in the Netherlands. In both cases, we
continue to receive fees from these special purpose entitiesin respect of loan administration services. |nthe Netherlands, we also receive payments under the terms of interest
rate swaps which we have entered into with the special purpose entities.

These special purpose entities have been consolidated as we retain the residual interest in them. The transactions and reasons for consolidation are discussed further
within Item 18, “Financial Statements— Note 18 — Securitised mortgages and related assets”.

In addition to our external funding sources, we have a number of internal debt arrangements in place. These allow the assets supporting technical liabilities to be
invested into a pool of central capital for use across the group. They also enable us to deploy cash from some parts of the business to others in order to fund
growth. Although these are intra-group loans, we count them as part of our capital base for the purpose of capital management. We believe that all internal 1oans have been
negotiated at market rates and are appropriately serviced.

Undrawn Borrowings

At 31 December 2008, we had £2.1 billion undrawn committed central borrowing facilities available to us, provided by adiverse range of 10 leading banks, all but one
of which wererated AA. Wehave allocated £1,000 million to support the credit rating of Aviva'scommercial paper programme. Undrawn borrowings are analysed below:

2008 2007

£m £m

Expiring within one year 815 500
Expiring beyond one year 1,285 1,575
Total 2,100 2,075

Our committed central borrowing facilities have two financial covenants:

Borrowings (excluding non-recourse indebtedness) may not exceed total shareholders funds. At 31 December 2008 borrowings were 61% of total shareholders
funds.

Total shareholders' funds to exceed 32% of non-life net written premiums for the previous 12 months. At 31 December 2008 total shareholders funds were 113% of
non-life net written premiums.

Total shareholders' funds are defined as the aggregate of nominal share capital of Aviva and the IFRS retained profits and reserves, plus the value of in-force long-term
business, on aconsolidated basis.

Sources of Liquidity
In managing our cash flow position, we have a number of sources of liquidity, including:
dividends from operating subsidiaries;
external debt issuance;

internal debt and central assets; and
funds generated by the sale of businesses.
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One of our principal sources of liquidity is dividends from our subsidiaries. Thelevel of dividendsisbased on two primary factors: the financial performance and the
local solvency and capital requirements of our individual business units. The table below shows the dividends received from our principal operating subsidiariesin 2008:

Amountsreceived

£m

U.K. lifeinsurance 128
U.K. general insurance -
Avivalnvestors 21
France 221
Netherlands 180
Poland 109
Ireland 91
Other Europe 44
Other operations 108
Total 902

Under U.K. company law, dividends can only be paid if acompany has distributable reserves sufficient to cover the dividend. At 31 December 2008, Aviva plc itself
had distributable reserves of £3,225 million, sufficient to pay dividends to our shareholders for three years based on historic dividend payments. In UK Life, our largest
operating subsidiary, distributable reserves, which could be paid to Aviva plc via its intermediate holding company, are created mainly by the statutory long-term business
profit transfer to shareholders that occurs upon the declaration of bonuses to policyholders of with-profit products. While the U.K. insurance regulatory laws applicable to UK
Life and our other U.K. subsidiaries impose no statutory restrictions on an insurer’s ability to declare a dividend, the FSA’s rules require maintenance of each insurance
company’s solvency margin, which might impact their ability to pay dividends to the parent company. Our other life and general insurance, and fund management subsidiaries’
ability to pay dividends and make loans to the parent company is similarly restricted by local corporate or insurance laws and regulations. For example, the ability of our U.S.
insurance subsidiaries to provide inter-company loans is subject to state regulations which restrict the making of loans or require explicit regulatory approval. In all
jurisdictions, when paying dividends, the relevant subsidiary must take into account its capital position and must set the level of dividend to maintain sufficient capital to meet
minimum solvency requirements and any additional target capital expected by local regulators. These minimum solvency requirements, which are consolidated under the
European Insurance Group Directive, are discussed later in this section under the heading “ Regulatory capital position”. Our U.S. subsidiaries are also subject to state laws
that limit the dividends payable to the parent company and dividends in excess of these limitations generally require the approval of the state insurance commissioner. We do
not believe that the legal and regulatory restrictions constitute a material limitation on the ability of our businesses to meet their obligations or to pay dividends to the parent
company, Avivaplc.

We have also received funds from the sale of parts of our businesses. For the year ended 31 December 2008 cash proceeds from the disposal of subsidiaries, joint
ventures and associates net of cash transferred amounted to £25 million compared to £283 million for the year ended 31 December 2007. Principal disposalsin 2007 and cash
consideration received are disclosed in Item 18, “Financial Statements— Note 2 — Subsidiaries’.

We have established two main programmes for the issuance of external debt. For short term senior debt issuance we have a £2 billion commercia paper programme
which allows debt to beissued in arange of currencies. At 31 December 2008 the outstanding debt issued under this programme was £540 million.

For longer term debt we have established a Euro Medium Term Note (EMTN) programme. This programme has documentation readily available to allow quick
issuance of long term debt with avariety of terms of conditions. Debt issued under this programme may be senior guaranteed debt or regulatory qualifying debt and may have
afixed or floating interest rate. At 31 December 2008 the outstanding debt issued under this programme was £1,283 million.
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Application of funds
We use funds to pay dividends to our shareholders, to service our debt and to pay our central group cash flows.

In 2008, total cash paid by the Company as ordinary and preference dividends and coupon payments on direct capital instrument amounted to £805 million, compared
to £570 millionin 2007.

In 2008, our total debt costs on central borrowings were £286 million. This compared to £259 million of interest paid on central borrowingsin 2007. Tota corporate
centre expenses in 2008 were £141 million compared to £163 million in 2007.

An additional application of our fundsisthe acquisition of businesses. In 2008, cash paid for the acquisition of subsidiaries, joint ventures and associates net of cash
acquired amounted to £95 million, compared to £769 million in 2007. Principal acquisitionsin 2007 and cash consideration paid are disclosed in Item 18, “ Financial Statements—
Note 2 — Subsidiaries’.

Capital injections

We make capital injections into our businesses where necessary to ensure that they meet their local solvency requirements and also to support development of their
operations. Capital is provided either by equity or, where a local holding company is in place, may be via loans with the holding company subsequently injecting equity
capital in the regulated operating company. Each capital injection is subject to review by our central Group Approvals Committee and needs to meet our required internal rates
of return. To the extent capital injections are provided or funded by regulated entities, then we have to consider the impact on regulatory capital of the capital injection.
Otherwise our ability to make capital injections into our businesses is not materially limited by applicable legal and regulatory restrictions. Total capital injections into the
business units were £666 million and £199 million in 2008 and 2007 respectively.

Consolidated cash flows

The cash and cash equivalents consist of cash at banks and in hand, deposits held at call with banks, treasury bills and other short-term highly liquid investments
that arereadily convertible to known amounts of cash and which are subject to an insignificant risk of changein value.

For the purposes of the cash flow statement, cash and cash equivalents also include bank overdrafts, which are included in payables and other financial liabilities on
the balance sheet.

Six months ended 30 June 2009 compared to 6 months ended 30 June 2008
Net cash from operating activities

Total net cash from operating activities was £260 million higher at £3,551 million at 30 June 2009 (30 June 2008: £3,291 million).
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This increase was driven by higher net written premiums from our annuities and pension operations. Partially offsetting this was a reduction in net written premiums in our
general insurance and health business, driven by two main factors: (i) the sale of the health insurance business in the Netherlands on 1 January 2009; and (ii) our withdrawal
from less profitable distribution channels in our largest general insurance business in the UK following a strategic decision to seek to deliver higher underwriting margins by
focusing on our pricing and risk selection, which resulted in lower sales volumes and lower net written premiums. This reduction in general insurance and health net written
premiums reduced cash receipts, whilst cash outflows, in the form of claims, wereincurred on the larger portfolio of business written in previous years. Accordingly, operating
cashflows from our general insurance and health businesses declined. Net operating cashflows were also impacted by an increase in net purchases of investments. In spite of
the decrease in operating cashflows from our general insurance and health activities, fair value gains on our investment portfolio across our life and general insurance and
health operating segments, which do not affect cash flows, increased the profit before tax attributable to shareholders.

Net cash used in investing activities

Total net cash used in investing activities increased by £99 million to £516 million at 30 June 2009 (30 June 2008: £417 million). This was due to cash outflows on
disposal of certain subsidiaries, joint ventures and associates, once net cash transferred on disposal was taken into consideration. This was partially offset by areduction in
property purchases, afall in acquisitions of subsidiaries, joint ventures and associates and an increase in proceeds on sale of property and equipment.

Principal acquisitions and disposalsin 2008 and cash consideration paid and received are disclosed in Item 18 — “Financial Statements— Note 2 — Subsidiaries”.
Net cash outflow on financing activities

Net cash used in financing activities was £80 million lower at £975 million (30 June 2008: £1,055 million). This reduction in cash used in the period was partly due to
the net drawdown of borrowings and a decreasein dividends paid.

Net cash and cash equivalents

At 30 June 2009, total consolidated net cash and cash equivalents amounted to £24,164 million, an increase of £6,638 million (30 June 2008: £17,526).
Year ended 31 December 2008 compared to year ended 31 December 2007

Net cash from operating activities

Total net cash from operating activities was £3,776 million higher at £8,279 million in 2008 (2007: £4,503 million).

This increase reflected the growth in annuities and higher pension sales, offset partly by a reduction in net written premiums in the general insurance and health
business and above average claims payments in respect of the summer 2007 UK floods.

Net cash used in investing activities

Total net cash used in investing activities was lower by £240 million at £395 million in 2008 (2007: £635 million), due to areduction in acquisitions of subsidiaries, joint
ventures and associates and rise in cash received on disposal of subsidiaries. This was partially offset by an increase in the net repayment of loans to joint ventures and
associates.

Principal acquisitions and disposalsin 2008 and cash consideration paid and received are disclosed in Item 18 — “Financial Statements — Note 2 — Subsidiaries’.
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Net cash outflow on financing activities

Net cash used in financing activities was £953 million higher at £2,137 million (2007: £1,184 million). This was due to an increase in interest paid on borrowings, an
increase in ordinary dividends paid and areduction in capital contributions received from minority shareholders.

Net cash and cash equivalents

At 31 December 2008, total consolidated net cash and cash equival ents amounted to £23,798 million, an increase of £8,596 million over £15,202 million in 2007.
Year ended 31 December 2007 compared to year ended 31 December 2006

Net cash from operating activities

Total net cash from operating activities was £3,015 million higher at £4,503 million in 2007 (2006: £1,488 million).

This increase reflected higher net written premiums in our general insurance business as well as in our savings, protection and annuities markets, partly offset by
higher levels of claims paid in the year and tax paid.

Net cash used in investing activities
Net cash used in investing activities was £635 million in 2007, areduction of £939 million compared to the prior year (2006: £1,574 million).

This movement year on year was caused by the timing of cash outflows and inflows in respect of subsidiary acquisitions and disposals. In 2006, the acquisition of
AmerUsresulted in net cash outflows, whereas in 2007 cash received on disposal of businesses, such as RAC's non-core businesses, was greater than the cash paid for newly
acquired subsidiaries.

This decrease in cash outflows was offset by cash consideration paid for certain acquisitions, most notably Erasmus Group, offset by the repayment of loans to joint
ventures and associates.

Principal disposalsin 2007 and cash consideration paid are disclosed in Item 18 — “Financial Statements — Note 2 — Subsidiaries’.
Net cash outflow on financing activities
Net cash outflow on financing activities was £1,184 million at 31 December 2007 (2006: net cash inflow £659 million), amovement of £1,843 million.

The significant cash inflows in 2006 were in order to fund the purchase of AmerUs, which was raised by the issuance of ordinary shares for cash proceeds totalling
£935 million (2007: £48 million) and a drawdown of borrowings totalling £1,367 million (2007: £36 million). Thiswas offset by increased interest payments on borrowings.

Net cash and cash equivalents

At 31 December 2007, total consolidated net cash and cash equivalents amounted to £15,202 million, an increase of £3,275 million over £11,927 million in 2006.
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The consolidated cash flow is set out in the consolidated financial statementsin Item 18 of this Form 20-F.
Currency

Our exposures to movements in exchange rates and the management of these exposuresis detailed in Item 5, "Operating and Financial Review and Prospects — Factors
Affecting Results of Operations — Exchange Rate Fluctuations".
Regulatory capital position

We measure and report the financial strength of our insurance subsidiaries with reference to relevant capital and solvency regulations. These measures are based on
local regulatory requirements and are consolidated under the European Insurance Groups Directive (IGD). The regulatory capital tests seek to verify that we retain an excess of
solvency capital above the required minimum level calculated using a series of prudent assumptions about the type of business written by our insurance subsidiaries.

Group
30June 31 December 31 December
2009 2008 2007
Insurance Groups Directive (IGD) excess solvency £3.2 hillion £2.0hillion £2.9hillion
Cover (times) over EU minimum 1.5times 1.3times 1.5times

We have a regulatory obligation to have positive solvency on aregulatory 1GD basis at al times. Our risk management processes ensure adequate review of this
measure. At 31 December 2008, the estimated excess regulatory capital was £2.0 billion (31 December 2007: £2.9 billion). Since 31 December 2008 we have actively focused on
strengthening our regulatory capital position, increasing our estimated excess regulatory capital from £2.0 billion to £3.2 billion at 30 June 2009. This measure represents the
excess of the aggregate value of regulatory capital employed in our business over the aggregate minimum solvency requirements imposed by local regulators, excluding the
surplus held in our U.K. and Irish Life funds. The minimum solvency requirement for our European businesses is based on the Solvency 1 Directive. In broad terms, for EU
operations, thisis set at 4% and 1% of non-linked and unit-linked life reserves respectively and for our general insurance portfolio of businessis the higher of 18% of gross
premiums or 26% of gross claims, in both cases adjusted to reflect the level of reinsurance recoveries. For our major non-European businesses (U.S., Australiaand Canada) a
risk charge on assets and liabilities approach is used. The IGD is a pure aggregation test with no credit given for the diversification benefits of Aviva

Our excess solvency of £2.0 billion reflects a net decrease of £0.9 billion since 31 December 2007 reflecting the prevailing challenging market and general insurance
trading conditions offset by various capital initiatives undertaken during the year, including the issue of hybrid debt. Following individual guidance from the FSA we now
recognise surpluses in the non-profit funds of our U.K. life and pensions business which is available for transfer to shareholders of £0.4 billion, the benefit of which is offset
by reserve strengthening elsewhere in the group.

The £1.2 billion increase in our estimated excess regulatory capital in the first half of 2009 reflects a combination of operating and market performance as well as the
benefit of a number of capital management initiatives. Initiatives in the period include the issue of £0.2 billion of hybrid capital, issuance of hybrid debt in the Netherlands of
£0.4 billion and a£0.1 billion benefit from the disposal of the Dutch healthcare business. In addition, there was a£0.5 billion benefit from a change in the value of non-
regulated entities, which includes the recognition of intellectual property rights and movements in the value of distribution companies. The introduction of the scrip scheme
with the 2008 full year dividend, allowing investors the option of receiving dividendsin the form of new Aviva shares, also provided a capital benefit of nearly £0.2 hillion.
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Capital commitments

Contractual commitments for acquisitions or capital expenditures of investment property, property and equipment and intangible assets, which have not been
recognised in our consolidated financial statements, are asfollows:

2008 2007

£m £m

Investment property 7 55
Property and equipment 108 160
115 215

Contractual obligations for future repairs and maintenance on investment properties are £1 million (2007: £nil). We have capital commitments to our joint ventures of
£nil (2007: nil) and to other investment vehicles of £48 million (2007: £157 million). These commitments are expected to be funded through operational cash flow without
recourse to core structural borrowings.

Guarantees, securitised assets and off-balance sheet arrangements

Asanormal part of our operating activities, various Group companies have given financial guarantees and options, including interest rate guarantees, in respect of
certain long-term assurance and fund management products, as set out in Item 18, “Financia Statements— Note 35 — Financial guarantees and options”. These are accounted
for on-balance sheet as either part of the host insurance contract or as financial instruments under |FRS.

Information on operating lease commitments can be found in Item 18, “Financial Statements — Note 46 — Commitments’.

It is standard business practice for our Group companies to give guarantees, indemnities and warranties in connection with disposals of subsidiaries and associates
to third parties. As of 31 December 2008, we believe no material loss will arise in respect of these guarantees, indemnities and warranties. Standard financial warranties include
the accuracy and completeness of the statement of financial position at the completion date, details of outstanding litigation, the position on tax filings and any outstanding
clearance items. In addition, specific clauses cover such matters as regulatory approvals and licences, the adequacy of actuarial insurance liabilities, reinsurance contracts and
the status of employee pension plans. Their exact terms are tailored to each disposal and are set out in the respective sale and purchase agreement. Similarly, the open
warranty periods, within which the purchaser could claim, and limits on the maximum amount potentially recoverable will vary for each item covered in each disposal.

There are a number of outstanding claims on recent disposals, none of which is material. There are also open claim periods on other recent disposals on which we
have neither received, nor expect to receive, any such claims. We believe that there is no material exposure in this respect and therefore we do not have any liabilitiesin our
statement of financial position in respect of claims under guarantees, indemnities and warranties in connection with disposals.

We have loans receivable, secured by mortgages, which have then been securitised through non-recourse borrowings by special purpose entities, in our U.K. Life
and Dutch businesses, as set out in Item 18, “Financial Statements— Note 18— Securitised mortgages and related assets’. These special purpose entities have been
consolidated and included in the statement of financial position, aswe retain the residual interest in them.
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Limited liability partnerships classified as joint ventures

As part of their investment strategy, the U.K. and certain European long-term business policyholder funds have invested in a number of property limited partnerships
(“PLP"), either directly or via property unit trusts (“PUT"), through a mix of capital and loans. The PLPs are managed by general partners (“GP”), in which the long-term
business shareholder companies hold equity stakes and which themselves hold nominal stakesin the PLPs. The PUTs are managed by a Group subsidiary.

Accounting for the PUTs and PLPs as subsidiaries, joint ventures or other financial investments depends on the shareholdings in the GPs and the terms of each
partnership agreement. If a partnership is managed by a contractual arrangement agreement such that no party exerts control, notwithstanding that the Group’s partnership
share or economic interest in the PLP (including its indirect stake via the relevant PUT and GP) may be greater than 50%, such PUTs and PLPs have been classified as joint
ventures. Of the PLPs accounted for as joint ventures at 31 December 2008, the Group's economic interest exceeded 50% in respect of one partnership, The Mall Limited
Partnership, in which the Group had a 53.8% economic interest.

Item 18, “Financial Statements— Note 13 — Interests in, and loans to, joint ventures” provides alist of PLPs accounted for as joint ventures, as well as summarised
information on the revenue, expenses, assets and liabilities of the Group’s interests in its joint ventures in aggregate. In respect of these PLPs, there are no significant
contingent liabilities to which we are exposed, nor do we have any significant contingent liabilities in relation to our interests in them. External debt raised by the PLPs is
secured on their respective property portfolios, and the lenders are only entitled to obtain payment of both interest and principal to the extent there are sufficient resourcesin
the respective PLPs. The lenders have no recourse whatsoever to the policyholder and shareholders' funds of any companiesin the Aviva Group. At 31 December 2008, we
had £nil capital commitments to these PLP joint ventures.
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Contractual obligations

Contractual obligations with specified payment dates at 31 December 2008 included the following:

Lessthan Between Between After five Total
oneyear oneand threeand years
threeyears fiveyears
(In £ Millions)

Insurance and investment contracts
Long term business
- Insurance contracts — non-linked: 12,784 24,996 21,156 137,045 195,981
- Investment contracts — non-linked2 60,264 - - 60,264
- Linked business? 75,952 - - : 75,952
General insurances 8,843 5,135 2,492 4,056 20,526

157,843 30,131 23,648 141,101 352,723
Other contractual obligationst
Borrowings 1,767 1,922 2,367 39,220 45,276
Operating lease obligations 207 567 59 971 1,804
Capital commitments 88 26 - - 114
Payables and other financial liabilitiess 18,468 1,956 112 592 21,128
Net asset val ue attributable to unitholders 6,918 - - - 6,918
TOTAL 185,291 34,602 26,186 181,884 427,963
Reconciliation to the statement of financial position (In £ Millions)
Total contractual obligations above 427,963
Effect of discounting contractual cash flows for insurance contracts (70,314)
Contractual undiscounted interest paymentsé (27,924)
Difference between carrying value of borrowings and undiscounted cash flows of principle (2,151)
Contractual cash flows under operating leases and capital commitments (1,918)
Difference between derivative liabilities contractual cash flows and carrying value (288)
Liabilities of operations classified as held for sale 1221
Non-contractual / short term obligations
- Unallocated divisible surplus? 2,325
- Provisionss 2,984
- Current and deferred tax liabilities 3,662
- Other liabilities 4,556
Total liabilities per statement of financial position 340,116

1 Amounts shown in respect of long term insurance contracts represent estimated undiscounted cash flows for the Group’s life assurance contracts. In determining the
projected payments, account has been taken of the contract features, in particular that the amount and timing of the contractual payments reflect either surrender, death or
contract maturity. In addition, the undiscounted amounts shown include the expected payments based on assumed future investment returns on assets backing insurance and
investment contract liabilities. The projected cash flows exclude the unallocated surplus of with-profits funds (see below).

2 All linked contracts and almost all non-linked investment contracts may be surrendered or transferred on demand. For such contracts the earliest contractual maturity is
therefore at the current statement of financial position date, for a surrender amount approximately equal to the current statement of financial position liability. Although we
expect surrenders, transfers and maturities to occur over many years, the total liability for non-linked investment contracts is shown in the Within 1 year column above.

3 Amounts shown in respect of general insurance contracts are based on undiscounted estimates of future claim payments, including for those classes of business for which
discounted provisions are held, see Item 18, “Financial Statements— Note 33 — Insurance liabilities’. The timing of cash flows reflects a best estimate of when claims will be
settled.

4 The Group has no material finance leases for property and equipment.

5 Includes obligations under stock lending and repurchase agreements.

6 When subordinated debt is undated or |oan notes perpetual, the interest payments have not been included beyond 15 years. Annual interest payments for these borrowings
are £89 million. Contractual undiscounted interest payments are calculated using fixed interest rates or prevailing market floating rates as applicable.

7 The unallocated surplus represents the excess of assets over liabilities, including policyholder ‘‘ asset share’’ liabilities, which reflect the amount payable under the realistic
Peak 2 reporting regime of the FSA. Although accounted for asaliability, as permitted by IFRS 4, there is currently no expected payment date for the unallocated surplus.
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8 Provisions include pension obligations, which have been excluded from the contractual obligations table above, due to the uncertainty of the amount and timing of future
cash flows. The Group operates both funded defined benefit and funded defined contribution pension schemes around the world, full details of which are provided in Item 18,
“Financia Statements— Note 41— Pension obligations’. We have a contractual obligation to fund these schemes. However, the amount and timing of the Group’s cash
contributions to these schemes is uncertain and will be affected by factors such as future investment returns and demographic changes. Our cash funding of defined
contribution schemes is based on percentages of salary. Our cash contribution to defined benefit schemes is agreed in advance with scheme trustees for the short term,
typically a period of up to 5 years. However, these contributions are revisited annually in light of changes in expectations of investment returns and other assumptions. The
scheme liabilities have an average duration of between 20 and 23 yearsin the U.K. schemes and between 12 and 17 yearsin the non-U.K. schemes.

Asset Liability Matching

Generally, our individual business units generate sufficient capital from the receipt of premiums, fees and investment income, along with planned asset sales and
maturities, to pay claims and expenses. However there may be instances where additional cash requirements arise in excess of that available within the operating
businesses. In such instances, we have several options to raise needed funds, including selling assets from the investment portfolios, using Group funds, issuing commercial
paper and drawing funds from other credit facilities.

All of the assets that we use to back our insurance liabilities are carried at fair values. In the event of a significant variation between the expected maturities of our
assets and the cash reguirements upon the settlement of contracted liabilities, if it was also necessary to sell atranche of securities earlier than anticipated, we do not believe
that there would be a significant impact upon the financial investment asset values, as recognised in the consolidated statement of financial position as at 31 December 2008.

Our Group Risk management team has established a common market risk framework. The Group policy provides principal corporate objectives that must be included
in the market risk framework of each of our business units and regions. The Group’s market risk policy requiresthat clear asset liability management (“ALM”) methodol ogies
arein placein each of our businesses, and isreviewed annually. The ALM methodology develops optimal asset portfolio maturity structures for our businesses which seek to
ensure that the cash flows are sufficient to meet the liabilities as they are expected to arise.

Where any decision to adopt a position in respect of policyholder assets and liabilities is not closely matched but is within the business unit’'s investment risk
appetite, the impact is monitored through our economic capital measurement process. The decision taken must be justified to the local management board and Group
management by afull analysis of theimpact of the level of mismatch on both risk and return.

ALM strategy may be determined at a sub fund level for ablock of closely related liabilities. Alternatively, if ALM strategy is determined at afund or company level it
will usually be appropriate (for pricing, financial reporting and risk management purposes) to develop a hypothecation of assets to notional sub funds with different liability
characteristics. It is for this reason that Group Risk provides a framework of corporate objectives within which the operating businesses develop specific and appropriate
ALM methodologies to seek to ensure that our businesses have sufficient liquidity to settle claims as they are expected to arise.

ALM modelling is based on a projection of both assets and liabilities into the future. Stochastic models are used to set ALM policy where fund particulars contain a
range of outcomes.

A further tenet of our risk management strategy involves investment strategies, which also take into account the accounting, regulatory, capital and tax issues. The
ALM strategy also takes into account the reasonabl e expectations of policyholders, local best practice and meets relevant regul atory requirements.
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Our investment strategies are designed to seek to ensure that sufficient liquidity exists in extreme business scenarios. For example, our investment strategy must
consider a scenario of high lapses accompanied by poor investment markets or a general insurance catastrophe event.

The ALM methodology involves matching assets and liabilities at an operational level. As the assets are held in different legal entities, we do not assess such
maturities on a consolidated basis. Therefore, we do not prepare, and have not included, amaturity analysis of investments and loans during the five year period following the
bal ance sheet date on a consolidated basis.

While a maturity analysis for investments and loans is not currently required for financial reporting under IFRS, we note that recent amendments to IFRS 7 Financial
instruments: Disclosures, which will be applicable for the financial year ended 31 December 2009, require the disclosure of a maturity analysis of financia assets, if that
information is necessary to enable the users of the financial statements to evaluate the nature and extent of liquidity risk. Therefore, we will be presenting such disclosuresin
financial reports following the effectiveness of such amendments.

We believe our ALM asset allocation processes, outlined above, are adequate to ensure the sufficiency of our short and long term cash requirements, and, therefore,
we do not expect to experience significant variances between the maturity of the contractual liabilities and the assets required to settle them. In addition, for a substantial
proportion of the UK with-profits liabilities, the contracted liabilities may be reduced by the application of surrender charges if a policyholder were to surrender their policy
ahead of contracted dates. This product feature is also an important tool in allowing us to manage our liability settlement process.
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IFRS Critical Accounting Policies

Our discussion and analysis of our financial condition and results of operations are based upon our consolidated financial statements, which have been prepared in
accordance with International Financial Reporting Standards (‘' IFRS'’) as issued by the International Accounting Standards Board.

In preparing our financial statements, we are required to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses,
and related disclosure of contingent assets and liabilities. On an ongoing basis, we evaluate these estimates, including those related to life insurance business and non-life
and health business provisioning, the fair value of assets and the declaration of with-profits business bonus rates. We base our estimates on historical experience and on
various other assumptions that we believe to be reasonable under the current circumstances. These estimates form the basis for making judgments about the carrying values
of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates to the extent that actual conditions arising deviate from
assumed conditions.

Critical accounting policies are those that reflect significant judgments and uncertainties and potentially may lead to materially different results under different
assumptions and conditions. Our critical accounting policies are those described below.

Investments
Financial instruments (including derivatives and loans)

The Group classifies its investments as either financial assets at fair value through profit or loss (FV) or financial assets available for sale (AFS). The classification
depends on the purpose for which the investments were acquired, and is determined by local management at initial recognition. The FV category has two subcategories —
those that meet the definition as being held for trading and those the Group chooses to designate as FV (referred to in this section as “ other than trading”).

In general, the FV category is used as, in most cases, our investment or risk management strategy is to manage our financial investments on a fair value basis. All
securities in the FV category are classified as other than trading, except for non-hedge derivatives and a small amount of debt and equity securities, bought with the intention
to resell in the short term, which are classified as trading. The AFS category is used where the relevant long-term business liability (including shareholders’ funds) is passively
managed.

Loans are carried at amortised cost, except for certain mortgage loans, where we have taken advantage of the fair value option under |AS 39 to present the mortgages,
associated borrowings, other liabilities and derivative financial instruments at fair value, since they are managed together on afair value basis. We believe this presentation
provides more relevant information and eliminates any accounting mismatch that would otherwise arise from using different measurement bases for these three items.

Fair value methodology

To provide further information on the valuation techniques we use to measure assets carried at fair value, we have categorised the measurement basis for assets
carried at fair value into a‘fair value hierarchy’. In preparing this disclosure we have considered the IASB’s expert advisory panel’sreport, Measuring and disclosing the fair
value of financial instrumentsin markets that are no longer active, issued in October 2008.

Inputsto Level 1 fair values are quoted prices (unadjusted) in active markets for identical assets.
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Inputsto Level 2 fair values must be observable market information for the asset, either directly or indirectly. If the asset has a specified (contractual) term, aLevel 2
input must be observable for substantially the full term of the asset.

Inputs to Level 3 fair values are unobservable inputs for the asset. Unobservable inputs may have been used to measure fair value to the extent that observable
inputs are not available, thereby allowing for situationsin which thereislittle, if any, market activity for the asset at the measurement date (or market information for the inputs
to any valuation models). As such, unobservable inputs reflect the business unit's own assumptions about the assumptions that market participants would use in pricing the
asset. Examples are certain private equity investments and private placements.

Fair values sourced from internal models are Level 2 only if substantially al the inputs are market observable. Otherwise fair values sourced from internal models are
classified asLevel 3.

The table below presents an analysis of investments according to fair value hierarchy:

At 31 December 2008 Fair Value Hierarchy
LESS: Assets Statement of
of operations financial
Sub-total Amortised classified as position
Level 1 Level 2 Level 3 Fair value cost held for sale Total
£m £m £m £m £m £m £m
Investment properties - 14,426 - 14,426 - - 14,426
Loans - 21,468 - 21,468 20,769 - 42,237
Debt securities 108,087 40,797 1,850 150,734 - (336) 150,398
Equity securities 36,607 5,873 931 43411 - (60) 43,351
Other investments (including derivatives) 24,655 11,792 64 36,511 - - 36,511
169,349 94,356 2,845 266,550 20,769 (396) 286,923

At 31 December 2007 Fair Value Hierarchy
LESS: Assets Statement of
of operations financial
Sub-total Amortised classified as position
Level 1 Level 2 Level 3 Fair value cost held for sale Total
£m £m £m £m £m £m £m
Investment properties - 15,391 - 15,391 - - 15,391
Loans - 18,540 - 18,540 17,653 - 36,193
Debt securities 101,621 18,710 1,260 121,591 - (80) 121,511
Equity securities 54,124 4,309 632 59,065 - (236) 58,829
Other investments (including derivatives) 27,286 8,895 319 36,500 - - 36,500
183,031 65,845 2,211 251,087 17,653 (316) 268,424

At 31 December 2008, 35% of total investments carried at fair value were classified as Level 2 in the fair value hierarchy (2007: 26%). Excluding loans and investment
properties the percentage of total investments carried at fair value at 31 December 2008 classified as Level 2 was 25% (2007: 15%). The increase in proportion of investments
classified as Level 2 reflects the observed reduction in market liquidity during 2008 due to the ongoing uncertainty in the international financial markets.

At 31 December 2008, 1% of financial investments are fair valued using models with significant unobservable market parameters (2007: 1%). A reconciliation of
movements in investments classified asLevel 3isincluded in Item 18, “Financial Statements — Note 19 Financial Investments”.

Where estimates are used, these are based on a combination of independent third party evidence and internally developed models, calibrated to market observable
data where possible. Whilst such valuations are sensitive to estimates, it is believed that changing one or more of the assumptions for reasonably possible alternative
assumptions would not change fair value significantly.
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Valuations obtained from third party sources are generally the proprietary information of the third party provider, and therefore, while the third party provider may
discuss with us their methodologies and sources of inputs, we are unable to re-perform their valuations. We do, however, validate third party valuations against other third
party pricing providers, broker quotes or our own internal models, where we believe thereis uncertainty over the reliability of the third party valuation.

Thefair values of our financial investments are subject to market risk and credit risks, primarily interest rate, equity price and foreign currency exchangerisks. Item 11,
“Quantitative and Qualitative Disclosures about Market Risk” provides disclosure and discussion of the impact of changes in market assumptions such as interest rates,
exchange rates, equity and property prices. Item 18, “Financial Statements— Note 50 — Risk Management” providesinformation regarding the aggregated credit risk exposure
of the Group’sfinancial assetswith external credit ratings.

Update on fair value hierarchy at 30 June 2009

Between 31 December 2008 and 30 June 2009 there were no significant movements of financial assets between fair value hierarchies.
Fixed maturity securities — Valuation techniques

Thetable below provides an analysis at 31 December 2008 of fixed maturity securities by pricing source.

Fair Value Hierarchy

Level 1 Level 2 Level 3 Total

£m £m £m £m

Third party sources 108,087 37,366 1,089 146,542
Internal models - 3,431 761 4,192
108,087 40,797 1,850 150,734

We use avariety of valuation techniquesto fair value fixed maturity securitiesincluded in fair value hierarchy Level 2 and Level 3. Techniquesinclude internal models
using observable market inputs, broker quotes and third party pricing vendor services. 87% of Level 2 fixed maturity securities are held by our businesses in North America,
France and Italy.

Valuations sourced fromthird parties

To determine the appropriate fair value hierarchy, where we use third-party pricing vendor services, we generally ascertain from the vendors their valuation
methodology, the market inputs into their models and how they have calibrated and tested their model outputs. Certain valuations received are further validated against broker
quotes or internal models.

Where we use broker quotes and no information as to the observability of inputs is provided by the broker, we generally validate the price quoted by the broker by
using internal models with observable inputs. When the price obtained from the broker and internal model are similar, we look to the inputs used in our internal model to
understand the observability of the inputs used by the broker. In circumstances where internal models are not used to validate broker prices, and the observability of inputs
used by brokersisunavailable, theinvestment is classified as Level 3. Broker quotes are usually non-binding.

Prices sourced from third parties for certain U.S. corporate securities and high-yield U.S. mortgage-backed securities are based on a consensus valuation by polling
banks and trading desks of market makersin these instruments. The collection of quotes is adjusted to remove outliers and stale data. Such securities are classified as Level 3,
asthese inputs represent prices at which banks are hol ding these securitiesin their trading portfolios, but do not necessarily represent executable quotes or observable prices.
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In France and Italy, our businesses have invested in complex structured bond-type products backing policyholder liabilitieswith afair value of £5.1 billion, for which
there is no active market. The bonds are either valued by third-party pricing vendor services or the issuer of the bond, and are validated against internal models using
observable market inputs, hence the Level 2 classification.

Valuations obtained from third party sources, disclosed above, are unadjusted. However at 31 December 2008, for U.S. mortgage-backed securities, for which we
receive third party valuations and also test against internally modelled valuations, where there is a significant difference between these valuations, we have considered the
appropriateness and reliability of the third party valuations. For certain of these securities, considering current market activity, we have opted to use the internally modelled
value as amore reliable reflection of fair value. The use of internal valuation models resulted in fair values for these securities that was £68 million higher than those provided
by third party pricing vendor services. The fair value of these securities, which are classified as Level 3, was £399 million at 31 December 2008. Theinternal valuation models
used for valuing these securitiesis discussed below.

Internal valuation models

For U.S. mortgage-backed securities valued using internal models, credit risk is reflected in determining the expected cash flows and the discount rate used. The
discount rate is adjusted for the spread from the corresponding CMBX index, while inputs included in determining expected cash flows are debt service coverage ratios, loan-
to-value ratios, interest rate protection, amortisation type, number of properties per loan, location and property type. A liquidity premium is added which is the difference
between AAA rated credit card bonds and the average of AAA rated corporate bonds and agency debentures. At 31 December 2008, bonds valued on this basis amounted to
£0.4 billion.

In our Spanish business we use internal modelsto valueilliquid corporate bonds, as the prices obtainable from third party pricing services are solely based on the last
observed market transaction and are considered stale. Similarly in our U.K. Life business we use internal models for private placement notes, for which third party valuations
are unavailable. Models use discounted cash flows incorporating the market Swap curve for sovereign government securities for the same currency of the instrument and a
spread for credit and liquidity risk. For illiquid Spanish corporate bonds the credit and liquidity spread is determined using market quotes of other bonds of the same issuer
factored by the liquidity of asset or market. For private placements the credit and liquidity spread is derived by matching the credit and maturity profile of the security to athird
party pricing matrix grid based on observed market transactions in private placement notes of other issuers. At 31 December 2008, bonds valued on this basis amounted to £2.5
billion in our Spanish business and £0.8 billion in our U.K. Life business.

Theinternal models used to validate complex structured bond-type productsin France and Italy are based on a discounted cash flow model incorporating the specific
characteristics of the bond, such as issue date, credit risk of issuer, form of payout and reference indices. These represent most of the debt securities validated using internal
models.

Adjustments for credit and liquidity risk

Our internal models and the models used by third-party pricing vendor servicesincorporate credit risk by adjusting the spread above the yield curve for government
treasury securities for the appropriate amount of credit risk for each issuer, based on observed market transactions.
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To the extent observed market spreads are either not used in valuing a security, or do not fully reflect liquidity risk, our valuation methodology, whether sourced from
internal models or third parties, reflects aliquidity premium.

Equity securities— Valuation techniques
The table below provides an analysis at 31 December 2008 of equity securities by pricing source.

Fair Vaue Hierarchy

Level 1 Level 2 Level 3 Total

£m £m £m £m

Third party sources 36,607 5,793 593 42,993
Internal models - 80 338 418
36,607 5,873 931 43,411

Valuations obtained from third party sources, disclosed above, are unadjusted.

Equity securities classified as Level 2 are principally equity interests in unlisted investment funds held by our business in the Netherlands. Valuations are based on
thefair value of the underlying investments in the funds, which are predominantly based on quoted market prices.

Equity securities classified as Level 3 are principally private equity investments held by our business in the Netherlands and strategic interests in banking partners
held by our Italian business. Valuations are based on third-party independent appraisals, or where internally modelled, transactions in similar entities, discounted cash flow
techniques and valuation multiples, using public and internal management information.

Other investments (including derivatives) — Valuation techniques
The table below provides an analysis at 31 December 2008 of other investments by pricing source.

Fair Value Hierarchy

Level 1 Level 2 Level 3 Total

£m £m £m £m

Third party sources 24,655 10,866 64 35,585
Internal models - 926 - 926
24,655 11,792 64 36,511

Valuations obtained from third party sources, disclosed above, are unadjusted.

Other investments classified as Level 2 and Level 3 are principally unit trusts and similar investment vehicles as well as derivatives. Level 2 investmentsin unit trusts
and similar investment vehicles, amounting to £5.5 billion, arise mainly in our UK. Life business.

Of the internally modelled valuations for other investments disclosed above all relate to investments by our U.K. Life businessin investment funds, which are valued
on a*“look through basis” to the underlying investmentsin the fund. The valuations of the underlying investments are based on information received from the third party fund
manager, which support aLevel 2 classification. A similar valuation approach is adopted by third parties where we have relied on them as a source of valuations.

All vauations for derivatives are sourced from third parties. For most non-exchange traded derivatives, we either obtain prices from derivative counterparties and
corroborate these prices using internal models, or source prices from a third-party vendor utilising industry standard models and corroborate these prices to non-binding
broker quotes. The internal model inputs are based on observable market data, except for a small number of non-standard swaps and bespoke tranche-based derivatives, with a
fair value of £16 million at 31 December 2008, which are classified as Level 3 because the base correlations used in the internal model are unobservable inputs. Credit risk is
considered, but the presence of collateral usually mitigates any non-performance risk related to the derivatives.
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I nvestment property — Valuation techniques

The fair value of investment property reflects, among other things, rental income from current |eases and reasonabl e and supportable assumptions that represent what
knowledgeable, willing parties would assume about rental income from future leases in the light of current conditions. We calculate fair values using a discounted cash flow
approach, based on current rental income plus anticipated uplifts at the next rent review. This uplift and the discount rate are derived from rates implied by recent market
transactions on similar properties. No future growth in rental income is assumed.

Loans— Valuation techniques

For certain mortgage loans held in the U.K. and the Netherlands, we have taken advantage of the fair value option under IAS 39 to present mortgage loans, associated
borrowings, other liabilities and derivative financial instruments at fair value, since they are managed together on a fair value basis. Mortgage loans carried at fair value are
predominantly commercial mortgage loansin the U.K. and residential mortgage loans in the Netherlands.

We have several layers of protection against credit default losses on our commercial loans, through the value of the mortgaged properties, underlying tenant rental
income and in some cases general floating charges over other assets held by the borrower. Multiple loans to a single borrower may also achieve further protection through
cross-charging whereby loans to a single borrower may be pooled so that any single loan is also supported by payments on other pool loans.

Fair values are determined using a discounted cash flow model. Expected cash flows are modelled using long-term averages for borrower and tenant default rates,
tenant behaviour at renewal dates, current property values and vacancy periods. Cash flows are discounted using the spot yield on government treasury securities for the
appropriate term plus an illiquidity premium. Theilliquidity premium is calibrated using the margin levels available on new lending secured against commercial property.

Residential mortgage loans are fair valued with reference to the rates offered by competitors, taking into account customer credit profile and the profile of property
taken as security.

Impairment of investments and reinsurance assets
Availablefor sale (“ AFS’) investments

We review the carrying value of our investments on aregular basis. If the carrying value of an investment is greater than the recoverable amount, the carrying valueis
reduced through a charge to the income statement in the period of impairment. The following policies are used to determine the level of any impairment, some of which involve
considerable judgment:

AFS debt securities: An available for sale debt security isimpaired if there is objective evidence that aloss event has occurred which has impaired the expected cash
flows, i.e. all amounts due according to the contractual terms of the security are not considered collectable. For a debt security an impairment charge, measured as the
difference between the security’s fair value and amortised cost, is recognised when the issuer is either known to be in default or is known to be in financia difficulty.
Determining when an issuer isin financia difficulty requires the use of judgment. We consider a number of factorsincluding industry risk factors, financial condition, liquidity
position and near-term prospects of the issuer, credit rating declines and a breach of contract. A declinein fair value below amortised cost due to changes in risk-freeinterest
rates does not necessarily represent objective evidence of aloss event.
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AFS equity securities: An available for sale equity security is considered impaired if there is objective evidence that the cost may not be recovered. In addition to
qualitative impairment criteria, such evidence includes a significant or prolonged decline in fair value below cost. Unless there is evidence to the contrary, an equity security is
considered impaired if the declinein fair value relative to cost has been either:

At least 20% for a continuous six month period; or
More than 40% at the end of the reporting period

Evidence to the contrary may include a significant subsequent risein value of the equity security, for example as aresult of a merger announced post year-end.

We also review our largest equity holdings for indicators of impairment, as well as individual equity holdings in industry sectors known to be in difficulty. Where
thereis objective evidence that impairment exists, the security iswritten down regardless of the size of the unrealised | oss.

For both debt and equity AFS securities identified as being impaired, the cumulative unrealised net loss previously recognised within the AFS reserve is transferred
torealised losses for the year.

The total impairment expense for AFS debt securities for 2008 was £169 million (2007: £6 million) and for AFS equity securities £661 million (2007: £40 million). Tota
unrealised losses on AFS debt securities at 31 December 2008 were £2,541 million (2007: £324 million), and AFS equity securities at 31 December 2008 were £361 million (2007:
£95 million). The continuous period for which these AFS classified securities have been in an unrealised loss position is disclosed in the table on the next page:
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Duration and amount of unrealised |osses on available-for-sale securities

At 31 December 2008 (£ million) 0- 6 months 7-12 months More than 12 months TOTAL
Gross Gross Gross Gross
Fair  unrealised Fair  unrealised Far  unrealised Fair  unrealised
value loss value loss value loss value loss
L essthan 20% loss position:
Debt securities 3,862 (280) 3,162 (315) 2,435 (425) 9,459 (1,020
Equity securities 910 (95) - - - - 910 (95)
Other investments 9 - 4 (1) - - 13 (1)
4,781 (375) 3,166 (316) 2,435 (425) 10,382 (1,116)
20% -50% loss position:
Debt securities 443 (179) 613 (233) 1,220 (541) 2,276 (953)
Equity securities 572 (266) - - - - 572 (266)

Other investments

1,015 (445) 613 (233) 1,220 (541) 2,848 (1,219)

Greater than 50% loss position:

Debt securities 58 (112) 89 (124) 213 (333) 360 (568)
Equity securities - - - - - - - R
Other investments - - - - 5 . - i

58 (111) 89 (124) 213 (333) 360 (568)
TOTAL
Debt securities 4,363 (570) 3,864 (672) 3,868 (1,299) 12,095 (2,541)
Equity securities 1,482 (361) - - - - 1,482 (361)
Other investments 9 - 4 1) - - 13 1
5,854 (931) 3,868 (673) 3,868 (1,299) 13,590 (2,903)
At 31 December 2007 (£ million) 0- 6 months 7- 12 months More than 12 months TOTAL
Gross Gross Gross Gross
Fair  unrealised Fair  unrealised Far  unrealised Fair  unrealised
value loss value loss value loss value loss
L essthan 20% loss position:
Debt securities 3,513 (114) 1,645 (78) 1,425 (53) 6,583 (245)
Equity securities 1,087 (75) - - - - 1,087 (75)
Other investments - - - - - - - -
4,600 (189) 1,645 (78) 1,425 (53) 7,670 (320)
20% -50% loss position:
Debt securities 42 (15) 26 (10) 43 (12) 111 (36)
Equity securities 61 (20) - - - - 61 (20)
Other investments - - - - - - - -
103 (35) 26 (10) 43 (11) 172 (56)

Greater than 50% loss position:

Debt securities 24 (15) 6 (16) 5 (12) 35 (43)
Equity securities - - = - = = - i
Other investments - - - - - - - -

24 (15) 6 (16) 5 (12) 35 (43)

TOTAL
Debt securities 3,579 (144) 1,677 (104) 1,473 (76) 6,729 (324)
Equity securities 1,148 (95) - - - - 1,148 (95)
Other investments - - - - - - - -
4,727 (239) 1,677 (104) 1,473 (76) 7,877 (419)

There has been a significant rise in both total unrealised losses for AFS securities and the duration of these |osses. We have not recognised an impairment charge in
respect of these unrealised losses as we believe the declinein fair value of these securitiesrelative to their amortised cost to be temporary.

At 31 December 2008, 88% of AFS debt securities were held by our U.S. business. In respect of debt securities in an unrealised loss position, we have the intent to
hold these securities for a sufficient period to recover their value in full and the ability to hold them to maturity, as they are held to match long-term policyholder liabilities of
the same or longer duration. The increase in unrealised |osses reflects market factors as well as factors specific to the issuer, and can be partly attributed to a general increase
in market credit and liquidity spreads above the U.S. government treasury yield curve. Where factors specific to an issuer have resulted in an unrealised loss we have
considered whether the security isimpaired and recognised where necessary an impairment charge.
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At 31 December 2008, £212 million of the £225 million provision for impairments on AFS debt securities relates to our U.S. business. In our U.S. business the securities
with the largest impairment provisions were debt securities issued by Lehman Brothers (£62 million) and preferred stock issued by Freddie Mac (£34 million) and Fannie Mae
(£18 million). No other impairment provision to a single issuer exceeded £10 million. Other corporate bond write downs in the U.S. amounted to £68 million in respect of 33
different issuers, including corporates such as Ford Motor Company, General Motors and Nortel. Excluding the impairment of Freddie Mac and Fannie Mae preferred stock,
impairments of structured credit securities, including asset and mortgage backed securities, amounted to £32 million. The increase in impairmentsin 2008 reflects an increasein
defaults and distressed debt as a result of the U.S. and the many global economies entering into recession in the final quarter of 2008, as well as difficulties for corporates
seeking refinancing as aresult of the credit crisis.

At 31 December 2008, 97% of AFS equity securities were held by our business in the Netherlands. We have recognised an impairment for prolonged or significant
declines in fair value relatively to cost, except where there has been a recovery in value since the financial year-end. While management believes that many of the impaired
equity securities will ultimately recover their value, there can be no certainty that this will be the case because, unlike fixed maturity securities, the value of an equity security
can not be recovered in full by holding it to maturity.

The accumulated impairment of AFS equities at 31 December 2008 amounted to £1,036 million (2007: £227 million). This resulted in a charge to the income statement
for impairmentsincurred on AFS equities in the year to 31 December 2008 of £661 million (2007: £40 million).

The increased impairments in 2008 reflect a combination of market and entity specific factors. Equity markets throughout Europe have experienced significant falls
since 2007, as the world economy has entered into recession, affecting the valuation of our AFS equities. The AFS equities held by our business in the Netherlands are
invested in a broad range of Dutch and other European equities, which are held for long term investment and include listed as well as some unlisted equities. Out of over 500
AFS equity holdingsin different issuers, an impairment has been recognised in approximately 44% of such holdings by issuer. Accumulated impairments of equities issued by
banking, insurance and financial sector entities amounted to £259 million, with the remainder relating to industrials, public utilities and other sectors. The two most significant
impairments recognised at 31 December 2008 were in respect of the Dutch banking and insurance group, SNS REAAL, and the Dutch avionics group, Daedalus Avionics BV,
amounting to £197 million and £207 million respectively. The remaining impairments are spread across over 200 different issuers from adiverse range of sectors.

Loans carried at amortised cost

We review loans at each reporting date for evidence that aloan isimpaired and uncollectable, either at the level of an individual security or collectively within agroup
of financial assets with similar credit risk characteristics.

Indicators of impairment that we consider include evidence of significant financial difficulties of the issuer; a breach of contract by the issuer, such as a default or
delinquency in interest payments; evidence of a high probability of bankruptcy or other financial reorganisation of the issuer; and granting by the issuer of concessionsto us
arising from the issuer’s financial difficulty that would not otherwise be considered. We also consider specific knowledge of the individual issuer who is experiencing
difficulties, the age of the balance and any general credit ratings available.
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Impairment is measured based on the present val ue of expected future cash flows discounted at the effective rate of interest of the loan, subject to the fair value of the
underlying collateral. When aloan is considered to be impaired, the income statement is charged with the difference between the carrying value and the estimated recoverable
amount. Interest income on impaired loans is recognised based on the estimated recoverable amount. In 2008, impairment losses of loans carried at amortised cost were £58
million (2007: £14 million).

We hold collateral in respect of loans whereit is considered appropriate, in order to reduce the risk of non-recovery. This collateral generally takesthe form of liens or
charges over properties and, in the case of policy loans, the underlying policy.

Receivables and other financial assets

We manage the credit quality of receivables and other financial assets at the level of each subsidiary entity. Each subsidiary entity reviews the carrying value of its
receivables at each reporting period. If the carrying value of areceivable or other financial asset is greater than the recoverable amount, the carrying value is reduced through a
charge to theincome statement in the period of impairment.

Where assets classed as “past due and impaired” are of material value thereby exceeding local credit limits, and are also deemed at sufficiently high risk of default, an
analysis of the asset is performed and a decision is made whether to seek sufficient collateral from the counterparty or to write down the value of the asset as impaired. The
factors to determine whether there is ahigh risk of default include evidence of significant financial difficulties of the counterparty; evidence of a high probability of bankruptcy
or other financial reorganisation of the counterparty. We also consider specific knowledge of the individual counterparty who is experiencing difficulties, the age of the
receivable or other financial asset balance and any general credit ratings available.

Reinsurance assets

We estimate amounts recoverable from reinsurers in a manner consistent with the outstanding claims provisions or settled claims associated with the reinsured
policies and in accordance with the relevant reinsurance contract.

If areinsurance asset is impaired, we reduce the carrying amount accordingly and recognise that impairment loss in the income statement. A reinsurance asset is
impaired if there is objective evidence, as aresult of an event that occurred after initial recognition of this asset, that we may not receive all amounts due to us under the terms
of the contract, and the event has areliably measurable impact on the amounts that we will receive from our reinsurer.
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Analysis of financial and reinsurance assets past due but not impaired

The following table provides information regarding the carrying value of financial assets that have been impaired and the ageing of financial assets that are past due
but not impaired.

Financial assets that are past due but not impaired

At 31 December 2008 Financial Carrying value
Neither past assets that in the statement

due nor 3-6 6 months- Greater than 1 have been of financial

impaired 0-3 months months 1year year impaired position

£m £m £m £m £m £m £m

Debt securities 150,284 - - - - 114 150,398
Reinsurance assets 7,867 25 - - - 2 7,894
Other investments 36,509 1 - - - 1 36,511
Loans 41,091 227 658 13 11 237 42,237
Receivables and other financial assets 8,932 539 293 33 6 13 9,816

Financial assets that are past due but not impaired

At 31 December 2007 Financial Carrying value
Neither past assets that in the statement

due nor 3-6 6 months- Greater than 1 have been of financial

impaired 0-3 months months 1year year impaired position

£m £m £m £m £m £m £m

Debt securities 121,440 - - - - 71 121,511
Reinsurance assets 8,052 - - - - 2 8,054
Other investments 36,500 - - - - - 36,500
Loans 35,937 210 11 3 15 17 36,193
Receivables and other financial assets 8,337 200 21 13 2 46 8,619

Item 18, “Financial Statements— Note 50 — Risk Management” includes a credit ratings table which analyses the credit quality of the above balances where a credit
rating is available. The credit quality of receivables and other financial assetsis managed at the local business unit level. An impairment lossis recognised if there is objective
evidence that aloss event has occurred, which hasimpaired the expected cash flows, i.e. all amounts due are not considered collectible.

Financial liabilitiesfair valued through profit or loss

We have made use of the fair value option under IAS 39 Financial instruments: Recognition and measurement to carry at fair value through profit or loss investment
contracts of £39,509 million (2007: £43,608 million) and securitised borrowings of £5,443 million (2007: £5,011 million), as these are managed with associated financial assets and
derivatives as a portfolio on afair value basis. We believe such a presentation provides more relevant information and eliminates any accounting mismatch. In addition IFRS
requires usto fair value derivative liabilities through profit or loss.

Under IFRS, we are required to reflect own credit risk in valuations for those financial liabilities fair valued through profit or loss where this risk would be considered
by market participants. Other than the embedded option in indexed annuity contracts, we have not included own credit risk as a factor in fair valuing these liabilities for the
following reasons:

In the case of funding agreements and derivative contracts, they are mostly fully collaterised

In the case of investment contracts which are unit-linked in structure, our liability to policyholdersislinked to a segregated pool of assets, and have priority over
other creditorsin event of default

In the case of securitised borrowing, the issued loan notes are secured on ring-fenced mortgage assets, which effectively act as collateral. Noteholders are only
entitled to obtain payment, of both principle and interest, to the extent that the available resources of the special purpose securitisation companies are sufficient.
Noteholders have no recourse whatsoever to other companiesin the Aviva Group.
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The embedded options in indexed annuity contracts are valued using a risk-adjusted discount rate based on market spreads on senior long-term unsecured Avivaplc
debt. The change in fair value resulting from the risk adjustment in 2008 was £514 million, and is principally attributable to market perception of the instruments' credit risk.
There were no significant gains or losses attributable to the risk adjustment or instrument specific credit risk for these embedded options in 2007. If interest rates were to
increase by 1%, the provision for embedded options would decrease by £138 million (2007: £89 million) and, if interest rates were to decrease by 1%, the provision would
increase by £155 million (2007: £86 million).

Long-term business
Product classification

Insurance contracts are defined as those containing significant insurance risk if, and only if, an insured event could cause an insurer to make significant additional
payments in any scenario, excluding scenarios that lack commercial substance, at the inception of the contract. Such contracts remain insurance contracts until all rights and
obligations are extinguished or expire. Contracts can be reclassified as insurance contracts after inception if insurance risk becomes significant. Assessing whether insurance
risk contained within a contract is significant requires the exercise of judgment. Any contracts not considered to be insurance contracts under IFRS are classified as
investment contracts.

Some insurance and investment contracts contain a discretionary participating feature, which is a contractual right to receive additional benefits as a supplement to
guaranteed benefits. These are referred to as participating contracts.

Insurance and participating investment contract liabilities
Long-term business provisions

Under current IFRS requirements, insurance and participating investment contract liabilities are measured using accounting policies consistent with those adopted
previously under existing accounting practices, with the exception of liabilities remeasured to reflect current market interest rates and those relating to U.K. with-profit and
non-profit contracts, to be consistent with the value of the backing assets.

In the U.S., shadow adjustments are made to the liabilities or related deferred acquisition costs and are recognised directly in other comprehensive income. This
means that the measurement of these items is adjusted for unrealised gains or losses on the backing assets such as AFS financial investments, that are recognised directly in
other comprehensive income, in the same way as if those gains or losses had been realised. For liabilities relating to U.K. with-profit contracts, we have adopted the U.K.
Financial Reporting Standard 27, Life Assurance (FRS27), which adds to the requirements of IFRS but does not vary them in any way.

The long-term business provisions are cal culated separately for each life operation, based either on local regulatory requirements or existing local GAAP at the later of
the date of transition to IFRS or the date of the acquisition of the entity, and actuarial principles consistent with those applied in the U.K.. Material judgment is required in
calculating the provisions and is exercised particularly through the choice of assumptions where there is discretion over these. In turn, the assumptions we use depend on the
circumstances prevailing in each of the life operations. Provisions are most sensitive to assumptions regarding discount rates and mortality/morbidity rates. The principal
assumptions are disclosed in Item 18, “Financial Statements — Note 33 — Insurance liabilities — (b) Long-term businessliabilities’.
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For liabilities of the U.K. with-profit funds, FRS 27 requires liabilities to be calculated as the realistic basis liabilities as set out by the U.K.’s FSA, adjusted to remove
the shareholders’ share of future bonuses. For U.K. non-profit insurance contracts, we apply the realistic regulatory basis as set out in the FSA Policy Statement 06/14,
Prudential Changes for Insurers, where applicable.

Bonuses paid during the year are reflected in claims paid, whereas those allocated as part of the bonus declaration are included in the movements in the long-term
business provision.

There are two main methods of actuarial valuation of liabilities arising under long-term insurance contracts — the net premium method and the gross premium method —
both of which involve the discounting of projected premiums and claims.

Under the net premium method, the premium taken into account in calculating the provision is determined actuarially, based on the valuation assumptions regarding
discount rates, mortality and disability. The difference between this premium and the actual premium payable provides a margin for expenses. This method does not allow for
voluntary early termination of the contract by the policyholder, and so no assumption is required for persistency. Explicit provision is made for vested bonuses (including
those vesting following the most recent fund valuation), but no such provision is made for future regular or terminal bonuses. However, this method makes implicit allowance
for future regular or terminal bonuses already earned, through marginsin the valuation discount rate used.

The gross premium method uses the amount of contractual premiums payable and includes explicit assumptions for interest and discount rates, mortality and
morbidity, persistency and future expenses. These assumptions can vary by contract type and reflect current and expected future experience. Explicit provision is made for
vested bonuses and explicit allowance is also made for future regular bonuses, but not terminal bonuses.

At each reporting date, an assessment is made of whether the recognised long-term business provisions are adequate, using current estimates of future cash flows.
Accounting methodologies for calculating long term business provisionsin our principal markets are described below:
U.K. —With-profit business

Our with-profit business in the U.K. comprises the “with-profit” funds of CGNU Life Assurance (CGNU Life), Commercial Union Life Assurance (CULAC) and the
with-profit and Provident Mutual funds of Aviva Life & Pensions UK Limited,(* AL&P") where the with-profit policyholders are entitled to at least 90% of the distributed
profits and the sharehol ders receive the balance.

For U.K. regulated with-profit funds for 2008 and 2007, the contract liabilities are valued by reference to the FSA realistic basis. In aggregate this basis has the effect
of placing a value on the liabilities of U.K. with-profits contracts which reflects the amounts expected to be paid based on the current value of investments held by the with-
profit funds and current circumstances.

The basis of determining liabilities for our with-profit business has little or no effect on the results attributable to shareholders. This is because movements on
liabilities of the with-profits funds are absorbed by the unallocated divisible surplus. The unallocated divisible surplus represents the excess of assets over liabilities that have
yet to be apportioned between policyholders and shareholders. Except through indirect effects, or in remote circumstances as described below, changes to liability
assumptions are therefore reflected in the carrying value of the unallocated divisible surplus rather than shareholders' equity.

169




A detailed explanation of the basis of liability measurement is contained in Item 18, “Financial Statements— Note 33 — Insurance liabilities— (b) Long-term business
liabilities”.

For liabilities determined using the basis described above for U.K. regulated with-profits funds changesin estimates arising from the likely range of possible changes
in underlying key assumptions have no direct impact on the reported profit.

Thislack of sensitivity reflects the with-profit fund structure, basis of distribution, and the application of previous GAAP to the unallocated divisible surplus of with-
profits funds as permitted by IFRS 4. Changes in liabilities of these contracts that are caused by changes in estimates are absorbed by the unallocated divisible surplus of the
with-profit funds. As noted previously, the unallocated divisible surplus is accounted for as a liability and thus, except in the remote circumstances where support for the
funds by shareholders’ funds was required, changesinitslevel do not directly affect shareholders’ equity.

U.K. — Non-profit business

Our non-profit business in the U.K. mainly comprises the “non-profit” funds of Aviva Annuity and AL& P, where shareholders are entitled to 100% of the distributed
profits. Shareholder profits on unitised with-profit business written by AL& P and on stakeholder unitised with-profit business, are derived from management fees and policy
charges, and emerge in the non-profit funds.

Conventional non-profit contracts, including those written in the with-profit funds, are valued using gross premium methods which discount projected future cash
flows. The cash flows are calculated using the amount of contractual premiums payable, together with explicit assumptions for investment returns, inflation, discount rates,
mortality, morbidity, persistency and future expenses. These assumptions vary by contract type and reflect current and expected future experience.

For unit-linked and some unitised with-profit business, the provisions are valued by adding a prospective non-unit reserve to the bid value of units. The prospective
non-unit reserve is calculated by projecting the future non-unit cash flows on the assumption that future premiums cease, unless it is more onerous to assume that they
continue. Where appropriate, allowance for persistency is based on actual experience.

Valuation discount rate assumptions are set with regard to yields on the supporting assets and the general level of long-term interest rates as measured by gilt yields.
An explicit alowance for risk is included by restricting the yields for equities and properties with reference to a margin over long-term interest rates or by making an explicit
deduction from the yields on corporate bonds, mortgages and deposits, based on historical default experience of each asset class. A further margin for risk is then deducted
for all asset classes.

The provisions held in respect of guaranteed annuity options are an assessment in accordance with FSA rules of the additional liability incurred under the option on
a basis and method consistent with that used to value basic policy liabilities, and includes an assessment of the proportion of policyholders who will choose to exercise the
option.

France
In France, the majority of policyholders’ benefits are determined by investment performance, subject to certain guarantees, and shareholders’ profits are derived

largely from management fees. In addition, a substantial number of policies participate in investment returns, with the balance being attributabl e to shareholders.
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The majority of provisions arise from a single premium savings product and are based on the accumulated fund value, adjusted to maintain consistency with the value
of the assets backing the policyholder liabilities. The net premium method is used for prospective valuations, in accordance with local regulation, where the valuation
assumptions depend on the date of issue of the contract. The valuation discount rate also depends on the original duration of the contract and mortality rates are based on
industry tables.

Netherlands

In the Netherlands, the balance of profits, after providing appropriate returns for policyholders and after tax, accrues for the benefit of the shareholders. The bases for
determining returns for policyholders are complex, but are consistent with methods and criteria followed generally in the Netherlands. In addition, a substantial number of
policies provide benefits that are determined by investment performance, subject to certain guarantees, and shareholders’ profits are derived largely from management fees.

A liability adequacy test is performed in line with IFRS requirements. Where liabilities are based on current market interest rates and assets are valued at market value,
themargin in the liability adequacy test is determined by comparison of the liabilities with the present value of best estimate cash flows.

United States

In the United States, there are two main types of business — protection products and accumulation products. Protection productsinclude interest-sensitive whole life,
term life, universal life and indexed life insurance policies. The accumulation product segment includes traditional fixed and indexed deferred annuities for individuals and
funding agreements for business customers. In addition, there are two closed blocks of participating contracts arising from demutualisations of subsidiary companies. All
products are classified as insurance contracts except for the funding agreements and term certain immediate annuities, which are classified as non-participating investment
contracts.

For the major part of our U.S. business, insurance liabilities are measured in accordance with U.S. GAAP as at the date of acquisition.

Theliability for future policy benefits for traditional life insurance is computed using the net level method, based on guaranteed interest and mortality rates as used in
calculating cash surrender values. Reserve interest assumptions ranged from 2.00% to 7.50% in 2008 (2007: 2.00% to 7.50%). The weighted average interest rate for all
traditional life policy reservesin 2008 was 4.47% (2007: 4.46%).

Future policy benefit reserves for universal lifeinsurance, deferred annuity products and funding agreements are computed under a retrospective deposit method and
represent policy account balances before applicable surrender charges. For the indexed products the liability held is calculated based on the option budget method and is
equal to the host contract and the calculated value of the derivative. The value of the derivative is based on the present value of the difference between projected fund value
and the underlying fund guarantee. The weighted average interest crediting rates for universal life products were 4.77% in 2008 (2007: 5.45%). The range of interest crediting
rates for deferred annuity products, excluding sales inducement payouts, was 2.5% to 6.0% in 2008 (2007: 2.5% to 7.0%).

An additional liability is established for universal life contracts with death or other insurance benefit features, which are determined using an equally-weighted range
of scenarios with respect to investment returns, policyholder lapses, benefit election rates, premium payout patterns and mortality. The additional liability represents the
present value of future expected benefits based on current product assumptions.
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The indexed life and annuity products guarantee the return of principal to the customer, and credit interest based on certain indices. A portion of the premium from
each customer isinvested in fixed income securities and is intended to cover the minimum guaranteed value. A further portion of the premium is used to purchase call options
to hedge the growth in interest credited to the customer as a direct result of increasesin the related indices. Both the call options and the options embedded in the policy are
valued at their fair value.

Deferred income reserves are established for fees charged for insurance benefit features which are assessed in a manner that is expected to result in higher profitsin
earlier years, followed by lower profits or lossesin subsequent years. The excess charges are deferred and amortised using the same assumptions and factors used to amortise
deferred acquisition costs. Shadow adjustments may be made to deferred acquisition costs, acquired value of in-force business, deferred income reserves and contract
liabilities. The shadow adjustments are recognised directly in other comprehensive income so that unrealised gains or losses on investments that are recognised directly in
other comprehensive income affect the measurement of theliability, or related assets, in the same way as realised gains or losses.

Rest of the World

In the 22 other countries in which we undertake long term business, local generally-accepted interest rates and published standard mortality tables are used for
different categories of business as appropriate. The tables are based on relevant experience and show mortality rates, by age, for specific groupings of people.

Non-participating investment contract liabilities

The majority of the Group’s contracts classified as non-participating investment contracts are unit-linked contracts and are measured at fair value. Certain liabilities
for non-linked non-participating contracts are measured at amortised cost.

The fair value liability is in principle established through the use of prospective discounted cash-flow techniques. For unit-linked contracts, the fair value liability is
equal to the current unit fund value, plus additional non-unit reserves if required on a fair value basis. For non-linked contracts, the fair value liability is equal to the present
value of expected cash flows on a market-consistent basis.

Amortised cost is calculated as the fair value of consideration received at the date of initial recognition, less the net effect of principal payments such as transaction
costs and front-end fees, plus or minus the cumulative amortisation (using the effective interest rate method) of any difference between that initial amount and the maturity
value, and less any write-down for surrender payments. The effective interest rate is the one that equates the discounted cash payments to the initial amount. At each
reporting date, the amortised cost liability is determined as the value of future best estimate cash flows discounted at the effective interest rate.

Unallocated divisible surplus (*UDS")

The unallocated divisible surplus represents the excess of assets over policyholder liabilities of the Group’s U.K. with-profit funds and participating businessin other
countries. The annual excess or shortfall of income over expenditure of the with-profits funds after declaration and attribution of the cost of bonuses to policyholders and
shareholdersistransferred to, or from, the UDS through a charge or credit to the income statement. The balance is determined after full provision for deferred tax on unrealised
appreciation of investments.
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In the case of a shortfall of participating assets compared to participating liabilities, a negative UDS balance may be held. Negative UDS is subject to recoverability
testing on afair value basis, with any excess over the recoverable amount charged to net income. At 31 December 2008, the impact of market turmoil on asset values has led to
deficits for participating business in France, Italy and Spain totalling £1,144 million. The deficit is fully recoverable in France and Italy, but an excess of £220 million over the
recoverable amount has been charged to net income in Spain, leaving a residual negative UDS balance of £924 million. The negative balanceis considered to be recoverable
from marginsin the existing participating business liabilities.

Changes to the level of the UDS do not directly impact shareholders' results or funds. For U.K. with-profits business, after allowing for differences in the basis of
preparation of the financial statements and U.K. regulatory returns, movementsin the level of the UDS are broadly indicative of movements in the excess of regulatory basis
assets over liabilities of the fund. In turn, movements in this excess as a proportion of liabilities are indicative of changes in the financial strength of the fund. Differencesin
the basis of preparation of financial statements and U.K. regulatory returns arise principally from the treatment of certain regulatory basis liabilities, such as mismatching
reserves (that are accounted for as reserves within the UDS), asset valuation differences and admissibility deductions reflected in the regulatory returns.

Deferred acquisition costs (“ DAC")

The costs directly attributable to the acquisition of new business for insurance and participating investment contracts (excluding those written in the U.K.) are
deferred to the extent that they are expected to be recoverable out of future margins in revenues on these contracts. For participating contracts written in the U.K., acquisition
costs are generally not deferred as the liability for these contracts is calculated in accordance with the FSA's redlistic capital regime and FRS 27. For non-participating
investment and fund management contracts, incremental acquisition costs and sales enhancements that are directly attributable to securing an investment management service
are also deferred. Where such business is reinsured, an appropriate proportion of the deferred acquisition costs is attributed to the reinsurer, and is treated as a separate
lighility.

Long-term business deferred acquisition costs are amortised systematically over a period no longer than that in which they are expected to be recoverable out of
these margins. Deferrable acquisition costs for non-participating investment and investment fund management contracts are amortised over the period in which the serviceis
provided. Thereinsurers' share of DAC is amortised in the same manner as the underlying asset.

Increases to the DA C balance depend on the growth and mix of new business and the level of deferrable commissions and other acquisition costs related to the new
business. The rates of amortisation of the DAC balances in our UK life insurance and US businesses are functions of projected future profits expected to emerge from the
existing business (for the US, the DAC balance only relates to new business written since the acquisition date in November 2006). For other business units, the DAC
amortisation patterns are generally fixed in relation to the term of the business, subject to recoverability testing of the DAC balance against future profit margins. Where the
DAC amortisation pattern is afunction of projected profits, the rate of amortisation is affected by the projection assumptions, including those for future management charges,
crediting spreads, expenses, persistency and mortality.

An analysis of the sensitivity of deferred acquisition costs to possible changes in assumptions is included in Item 18, “Financial Statements— Note 21 — Deferred
acquisition costs and other assets”.

The deferral and amortisation of acquisition costs is of most relevance to the Group’s results for shareholder-financed long-term businessin the U.K. and U.S.. At 31
December 2008, a DAC asset of £4,455 million was recognised in respect of long term insurance and investment contract business, of which 27% arose in the U.K. and 54% in
theU.S..
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(a) United Kingdom

For U.K. non-profit business, DAC is held in respect of unit-linked life, unit-linked pension and conventional business. The deferred new business costs are
amortised over the lifetime of a product group. The amount of DAC at any point in time must be recoverable from future margins. For insurance contracts, recoverability of
DAC is measured against the present value of future profits (PVFP) using embedded value methodology, with some level of prudence above this. In order to include some
prudence, DAC is currently limited to 90% of PVFP for al products. For non-participating investment contracts, recoverability is tested against future margins on afair value
basis, again limited to 90% of PVFP.

(b) United States

Certain commissions, policy issue and underwriting costs, and other variable costs incurred to acquire or renew traditional life insurance, universal life insurance,
equity indexed life and annuity products are deferred. We generally amortise DAC for participating traditional life insurance over the life of the policies in proportion to the
present value of estimated gross margins. Non-participating traditional lifeinsurance DAC is amortised over the premium-paying period of the related policiesin proportion to
theratio of annual premium revenues to total anticipated premium revenues using assumptions consistent with those used in computing policy benefit reserves. For universal
life insurance and annuity products, we generally amortise DAC in proportion to the present value of estimated gross margins from surrender charges and investment,
mortality, and expense margins. The effect on the cumulative amortisation of DAC for revisionsin estimated future gross margins on participating traditional life, universal life,
and annuity productsisreflected in the period such estimates are revised.

We make shadow adjustments to the DA C asset, which are recognised directly in other comprehensiveincome. This means that the measurement of the DAC asset is
adjusted for unrealised gains or losses on available-for-sale securities supporting such products that are recognised directly in other comprehensive income, in the same way
asif those gains or losses had been realised.

We perform recoverability testing in the year of issue to determine whether the expected gross premiums collected over the life of traditional products is sufficient to
recover theinitial DAC aswell asto provide for expected future benefits and maintenance costs.

Acquired value of in-force business (AVIF)

The present value of future profits on a portfolio of long-term insurance and investment contracts, acquired either directly or through the purchase of asubsidiary, is
recognised as an asset. If this results from the acquisition of an investment in ajoint venture or an associate, the AVIF is held within the carrying amount of that investment. In
al cases, the AVIF is amortised over the useful lifetime of the related contracts in the portfolio on a systematic basis. The rate of amortisation is chosen by considering the
profile of the additional value of in-force business acquired and the expected depletion in its value. The value of the acquired in-force long-term businessis reviewed annually
for any impairment in value and any reductions are charged as expenses in the income statement.

Effect of changesin assumptions and estimates

Certain estimates and assumptions used in determining our liabilities for long-term insurance and investment contract business were changed from 2007 to 2008. The
effect of these changes on the profit recognised for the year with the equivalent effect on liabilities, and related assets, such as reinsurance, deferred acquisition costs and
AVIF, isanalysedin Item 18, “Financial Statements — Note 37 — Effect of changesin assumptions and estimates during the year”.
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An analysis of the sensitivity of shareholders' equity and our profit before tax to possible changes in assumptions is included in Item 18, “Financial Statements—
Note 50 — Risk management”.

General insurance and health
Provisionsfor outstanding claims

Delays occur in the notification and settlement of claims and a substantial measure of experience and judgment is involved in assessing outstanding liabilities, the
ultimate cost of which cannot be known with certainty at the statement of financial position date. The reserves for general insurance and health business are based on
information currently available. However, it isinherent in the nature of the business written that the ultimate liabilities may vary as aresult of subsequent developments.

Provisions for outstanding claims are established to cover the outstanding expected ultimate liability for losses and loss adjustment expenses (LAE) in respect of all
claimsthat have already occurred. The provisions established cover reported claims and associated LAE, aswell as claimsincurred but not yet reported and associated LAE.

We only establish loss reserves for losses that have already occurred. We therefore do not establish catastrophe equalisation reserves that defer a share of income
in respect of certain lines of business from yearsin which a catastrophe does not occur to future periods in which catastrophes may occur. When calculating reserves, we take
into account estimated future recoveries from salvage and subrogation, and a separate asset is recorded for expected future recoveries from reinsurers after considering their
collectability.

The table below shows the split of total general insurance and health outstanding claim provisions and IBNR provisions, gross of reinsurance, by major line of
business.

Asat 31 December 2008 Asat 31 December 2007
Outstanding IBNR Total Outstanding IBNR Tota
Claim Provisions Claim Claim Provisions Claim
Provisions Provisions Provisions Provisions
£m £m £m £m £m £m

Motor 4,723 960 5,683 4,428 951 5,379
Property 1,920 257 2,177 1,598 231 1,829
Liability 3,407 878 4,285 2,953 551 3,504
Creditor 131 28 159 119 15 134
Other 1,661 395 2,056 1,744 351 2,095
11,842 2,518 14,360 10,842 2,099 12,941

Discounting

Outstanding claims provisions are based on undiscounted estimates of future claim payments, except for the following classes of business for which discounted
provisions are held:

Discount rate Mean term of liabilities
Class 2008 2007 2008 2007
Netherlands Permanent health and injury 3.82% 3.87% 7 years 8years
Reinsured London Market business 3.56% 5.00% 8years 8years
Latent claims 1.17%to 4.51%to 9yearsto 15years 9yearsto
3.92% 5.21% 15 years

The gross outstanding claims provisions before discounting were £15,061 million (2007: £13,439 million) and after discounting were £14,360 (2007: £12,941 million). The period of time
which will elapse before the liabilities are settled has been estimated by modelling the settlement patterns of the underlying claims.
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The discount rate that has been applied to latent claims reservesis based on the swap rate in the relevant currency having regard to the expected settlement dates of
the claims. The range of discount rates used depends on the duration of the claims and is given in the table above. The duration of the claims span over 35 years, with the
average duration between 9 and 15 years depending on the geographical region. The sharp declinein interest rates in the second half of 2008 has resulted in an increase in the
net discounted provision of £94 million.

Assumptions

We estimate outstanding claims provisions based on known facts at the date of estimation. Case estimates are generally set by skilled claims technicians by applying
their experience and knowledge to individual claims taking into account all available information and correspondence regarding the circumstances of the claim, such as medical
reports, investigations and inspections. Claims technicians set case estimates according to documented claims department policies and specialise in setting estimates for
certain lines of business or types of claim. Claims above certain limits are referred to senior claims handlers for authorisation.

No adjustments are made to the claims technicians’ case estimates included in booked claim provisions, except for rare occasions when the estimated ultimate cost of
alarge or unusual claim may be adjusted, subject to internal reserve committee approval, to allow for uncertainty regarding, for example, the outcome of a court case. The
ultimate cost of outstanding claimsis then estimated by using arange of standard actuarial claims projection techniques, such as the Chain Ladder and Bornhuetter-Ferguson
methods. The main assumption underlying these techniques is that a company’s past claims development experience can be used to project future claims development and
hence ultimate claims costs. Accordingly, these methods extrapolate the development of paid and incurred losses, average costs per claim and claim numbers based on the
observed development of earlier years and expected loss ratios. Historical claims development is mainly analysed by accident period, although underwriting or notification
period is also used where this is considered appropriate. Claim development is separately analysed for each geographic area, as well as by each line of business. Certain lines
of business are also further analysed by claim type or type of coverage. In addition, large claims are usually separately addressed, either by being reserved at the face value of
loss adjuster estimates or separately projected in order to reflect their future devel opment.

The assumptions used in most non-life actuarial projection techniques, including future rates of claimsinflation or loss ratio assumptions, areimplicit in the historical
claims development data on which the projections are based. Additional qualitative judgment is used to assess the extent to which past trends may not apply in the future, for
example, to reflect one-off occurrences, changes in external or market factors such as public attitudes to claiming, economic conditions, levels of claims inflation, judicial
decisions and legislation, aswell asinternal factors such as portfolio mix, policy conditions and claims handling proceduresin order to arrive at a point estimate for the ultimate
cost of claims that represents the likely outcome from arange of methods and from the range of possible outcomes, taking account of all the uncertainties involved. The range
of possible outcomes does not, however, result in the quantification of areserve range.

However, the following explicit assumptions are made which could materially impact the level of booked net reserves:

UK mesothelioma claims:
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The level of uncertainty associated with latent claims is considerable due to the relatively small number of claims and the long tail nature of the liabilities. UK
mesothelioma claims account for alarge proportion of the Group’s latent claims. The key assumptions underlying the estimation of these claimsinclude:-

o Claim numbers

0 Baseaverage cost per claim

o Futureinflation in average cost of claims
0 Legal fees

o Lifeexpectancy of potential sufferers

The best estimate of the liabilities reflects the latest available market information and studies. Many different scenarios can be derived by flexing these key
assumptions and applying different combinations of the different assumptions. An upper and lower scenario can be derived by making reasonably likely changes to these
assumptions, resulting in an estimate £210million greater than the best estimate, or £220million lower than the best estimate. These scenarios do not, however, constitute an
upper or lower boundary on these liabilities.

The interest rates used to discount latent claim liabilities:

The discount rates used in determining our latent claim liabilities are based on the relevant swap curve in the relevant currency at the reporting date, having regard to
the duration of the expected settlement of latent claims. The range of discount rates used is shown in section (c) of Item 18, “Consolidated Financial Statements — Note 33 —
Insurance Liabilities” and depends on the duration of the claim and the reporting date. At 31 December 2008 it is estimated that a 1% fall in the discount rates used would
increase net claim reserves by approximately £80 million, excluding the offsetting effect on asset values as assets are not hypothecated across classes of business. The impact
of a 1% fall in interest rates across all assets and liabilities of our General Insurance and Health businesses is shown in section (g) of Item 18, “Consolidated Financial
Statements — Note 50 — Risk management”.

The uncertainties involved in estimating loss reserves are allowed for in the reserving process and by the estimation of explicit reserve uncertainty distributions. The
reserve estimation basis for non-life claims adopted by the Group at 31 December 2008 requires al non-life businesses to cal culate booked claim provisions as the best estimate
of the cost of future claim payments, plus an explicit allowance for risk and uncertainty. The allowance for risk and uncertainty is calculated by each business unit in
accordance with the requirements of the Group non-life reserving policy, taking into account the risks and uncertainties specific to each line of business and type of claim in
that territory. The requirements of the Group non-life reserving policy also seek to ensure that the allowance for risk and uncertainty is set consistently across both business
units and reporting periods.

Changes to claims development patterns can materially impact the results of actuarial projection techniques. However, allowance for the inherent uncertainty in the
assumptions underlying reserving projections is automatically allowed for in the explicit allowance for risk and uncertainty included when setting booked reserves. For
additional information on the assumptions and changes that have occurred related to our claims provisions, see Item 18, “Financial Statements— Note 33 — Insurance
liabilities”.

Effect of changes in assumptions and estimates

Certain estimates and assumptions used in determining our liabilities for general and health insurance business were changed from 2007 to 2008, and this affected the
profit recognised for the year with an equivalent effect on liabilities. The effect of these changes on the profit recognised for the year with the equivalent effect on liabilities,
and related assets, such as reinsurance and deferred acquisition costs, is analysed in Item 18, “Financial Statements— Note 37 — Effect of changes in assumptions and
estimates during the year”.
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In particular, our estimation of latent claims reserves was revised in 2008 to reflect increasing market trends observed in mesothelioma claims. Mesotheliomais aform
of cancer that is typically caused by asbestos exposure. The majority of our latent claims reserves relate to mesothelioma based risks in the U.K.. The Institute of Actuaries’
Asbestos Working Party report in 2008 contributed to our view that experience variances, which we had previously perceived as normal short-term volatility, reflected areal
worsening of expected ultimate claims experience. The market trend in mesothelioma claims has been fully reflected as a significant one-off strengthening of gross latent claims
reserves in 2008 of £356 million, with a corresponding increase of £52 million in reinsurance recoverable. The net increase of £304 million in claims reserves comprises £668
million on an undiscounted basis and discounting of £364 million.

While this is a step change, it should be noted that this reflects the long-term impact of the settlement of latent claims currently running at £30 million per annum, of
which £25 million relates to mesothelioma. The number of claimsis currently predicted to rise slightly in the period to 2015 and then diminish slowly over the next 30 years to
2045.

An analysis of the sensitivity of shareholders equity and our profit before tax to possible changes in assumptions is included in Item 18, “Financial Statements—
Note 50 — Risk management”.

Deferred tax

In preparing our consolidated financial statements, we have made estimates relating to income taxes of the Group and our consolidated subsidiaries taking into
account each of the jurisdictions in which we operate. The process involves estimating our actual current income tax position together with assessing temporary differences
resulting from the different treatment of items for income tax reporting and financial accounting and reporting purposes. Such differences result in deferred income tax assets
and liabilities, which are included within our consolidated statements of financial position. We must then assess the likelihood that our deferred income tax assets will be
recovered from future taxable income. We recognise a deferred income tax asset to the extent that it is probable that future taxable profit will be available against which
temporary differences can be utilised. In countries where there is a history of tax losses, deferred tax assets are only recognised in excess of deferred tax liabilitiesif thereisa
convincing evidence that future profits will be available. Significant management judgment is required in determining our provision for income taxes, deferred income tax assets
and liabilities and the extent deferred income tax assets are recoverable against future profits.

Deferred tax liabilities are established for temporary differences arising from investment in subsidiaries and interests in joint ventures and associates except where the
timing of the reversal of these differences can be controlled and it is probable that they will not reversein the foreseeable future.

Goodwill and other intangible assets

Goodwill represents the excess of the cost of an acquisition over the fair value of our share of the net assets of the acquired subsidiary, associate or joint venture at
the date of acquisition.

Intangibles consist primarily of brands, certain of which have been assessed as having indefinite useful lives, and contractual relationships such as access to
distribution networks and customer lists. Judgment is required in determining the useful life. The economic lives of the contractual relationships are determined by considering
relevant factors such as usage of the asset, typical product life cycles, potential obsolescence, maintenance costs, the stability of the industry, competitive position, and the
period of control over the assets. At 31 December 2008, intangible assets with indefinite useful lives comprise the RAC brands, and the value of the Union Financiére de
France Banque and Banco Popolare distribution channels, where the existing lives of the assets and their competitive position in, and the stability of, their respective markets
support this classification.
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Impairment testing of goodwill and intangibles with indefinite useful lives requires the exercise of judgment by management. An element of judgment isinvolved in
evaluating when the indication of an impairment is significant enough to require a full test to be undertaken, and in determining the fair value to be used to assess
recoverability of the carrying value. The valuation techniques use expected discounted cash flows taking into account the current shareholder net asset value plus future
profitability on businessin-force and profitability value on future new business.

However, future tests may be based upon different assumptions and market/economic conditions, which may or may not result in impairment of these assets in future
periods. In addition, changes in market, economic or other conditions may affect the value of goodwill. Should an impairment occur, any loss could materially reduce the value
of the goodwill asset, with a corresponding charge recorded against income. An impairment of goodwill is not reversible.

Further details on goodwill allocation and impairment testing are given in Item 18, “Financial Statements — Note 11 — Goodwill — (b) Goodwill alocation and impairment
testing”.

Provisionsand contingent liabilities

The recognition of provisions, both in terms of timing and quantum, requires the exercise of judgment based on the relevant circumstances, which can be subject to
change over time.

Apart from pension obligations, our largest provisions relate to restructuring programmes, which cover primarily severance. For severance provisions, the provision
isonly recognised where employees have avalid expectation, or have already been told, of their redundancy.

Additionally, we are subject to certain legal claims and actions (see Item 18, “Financial Statements — Note 45 — Contingent liabilities and other risk factors”). Provision
for specific claims or actions are only made when the outcome is considered ‘probable’ that there will be a future outflow of funds, and/or providing for any associated legal
costs. The initial provision reflects management’s best estimate of the probable cost of ultimate resolution of the legal action and is revised accordingly as facts and
circumstances change and, ultimately, when the action is brought to a closure. Under IFRS, these provisions are discounted where the impact is material. Other provisions are
held where the recoverability of amountsis uncertain, or where the actual outcome may differ from the resulting estimates.

Contingent liabilities are disclosed if the future obligation is probable and the amount cannot be reasonably estimated, or if they are possible but not probable.
Pension obligations

We provide defined benefit pension plans in various forms covering eligible employees across its operations. At 31 December 2008, the total liability recognised for
defined benefit pension plan deficits was £2,105 million. The inherent uncertainties affecting the measurement of scheme liabilities require these to be measured on an actuarial
basis.

This involves discounting the best estimate of future cash flows to be paid out by the schemes using the projected unit credit method. Thisis an accrued benefits
valuation method which calculates the past service liability to members and makes allowance for their projected future earnings. It is based on a number of actuarial
assumptions, which vary according to the economic conditions of the countries in which the relevant businesses are situated, and changes in these assumptions can
materially affect the measurement of the pension obligations.
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The main actuarial assumptions used to calculate scheme liabilities are set out in Item 18, “Financia Statements— Note 41 — Pension obligations”. The discount rate
and pension increase rate are the two assumptions that have the largest impact on the value of the liabilities, with the difference between them being known as the net
discount rate. For each country, the discount rate is based on current average yields of high quality debt instruments taking account of the maturities of the defined benefit
obligations. A 1% increase in thisrate (and therefore the net discount rate) would reduce the liabilities by £1.4 billion and the service cost for the year by £24 million.

Mortality assumptions are significant in measuring the Group’s obligations under its defined benefit schemes, particularly given the maturity of these obligationsin
the material schemes. The mortality tables and average life expectancy used at 31 December 2008 are disclosed in Item 18, “Financial Statements— Note 41 — Pension
obligations”. The tables used to measure post-retirement mortality are considered appropriate based on the mortality experience of the schemes. However, the extent of future
improvements in longevity is subject to considerable uncertainty and judgment is required in setting this assumption. In the U.K. schemes, which are by far the most material
to the Group, the assumptions include an allowance for future mortality improvement, based on the actuarial profession’s medium cohort projection table, and incorporating
underpins to the rate of the future improvement equal to 1.5% for males and 1.0% for females. The effect of assuming all members were one year younger would increase the
schemes' ligbilities by £180 million and the service cost for the year by £18 million.

The expected rates of return on the schemes' assets are disclosed in Item 18 Financial Statements — Note 41 Pension obligations. The overall rates of return are based
on the expected returns within each asset category and on current asset allocations. The expected returns for equities and properties have been aligned with rates used for the
longer-term investment return assumptions, other than Netherlands, where they have been developed in conjunction with external advisers due to the characteristics of the
scheme. The figures for the total expected return on scheme assets are stated after deducting investment expenses.

IFRS accounting developments

Although their requirements are applicable for accounting periods beginning on or after 1 January 2009, we have early adopted |FRS8, Operating Segments and IAS1,
Presentation of Financial Statements: A Revised Presentation, and reflected their impact in Item 18, “Consolidated Financial Statements’. Adoption of these standards has
not had any material impact on the performance of the Group. They have, however, impacted the disclosuresin Item 18, “ Consolidated Financial Statements”.

During 2007 and 2008, the IASB issued amendments to IFRSL, First Time Adoption of IFRS, IFRS2, Share-Based Payments, I1ASL, IAS23, Borrowing Costs, IAS27,
Consolidated and Separate Financial Statements, IAS32, Financial Instrument — Presentation and 1AS39, Financial Instruments: Recognition and Measurement and the
results of its annual improvements project. These are applicable prospectively for accounting periods commencing on or after 1 January 2009, and are therefore reflected in
Item 18 in the Interim Financial Statements for the six months ended 30 June 2009, but not the Consolidated Financia Statements for the year ended 31 December 2008.

In addition, during 2008 the IASB also issued revised versions of IFRS1 and IFRS3, Business Combinations, as well as further amendments to IAS27 and |AS39.
These are not applicable for the accounting periods ended 31 December 2008 or 30 June 2009 and, on adoption, they will not have any material impact on the Group'sfinancial
reporting.

IFRIC interpretation 13, Customer Loyalty Programmes, was issued during 2007 and is applicable prospectively for accounting periods commencing on or after 1
January 2009, and is therefore reflected in Item 18 in the Interim Financial Statements for the six months ended 30 June 2009, but not the Consolidated Financial Statements for
the year ended 31 December 2008.
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In addition, IFRIC interpretation 15, Agreements for the Construction of Real Estate, interpretation 16, Hedges of a Net Investment in a Foreign Operation, and
interpretation 17, Distributions of Non-cash Assets to Owners, were issued during 2008. None of these were applicable in the accounting periods ended 31 December 2008 and
30 June 2009 and, on adoption, they will not have any material impact on the Group’s financial reporting.

During 2009, the IASB has issued IFRS7, Amendment — Improving Disclosures about Financial Instruments, and Improvements to IFRS, aswell as amendmentsto
IFRIC9 and IAS39, Embedded derivatives, IFRS2, Group cash-settled share based payment transactions, and IFRS1, Additional exemptions for first-time adopters. These are
applicable for accounting periods ending on or after 1 January 2009 or later. The amendments to IFRS 7 require the disclosure of a maturity analysis of financial assets, if that
information is necessary to enable the users of the financial statements to evaluate the nature and extent of liquidity risk as well as the analysis of financial instrumentsin
accordance with the fair value hierarchy in 1AS39 and areconciliation of financial instruments, fair valued using unobservable inputs, from beginning to end of the accounting
period. We do not expect the adoption of this amendment to have a material impact on the Group'sfinancial reporting.
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Item 6
DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
TheDirectors

Our Board currently comprises the chairman, seven independent non-executive directors and three executive directors. Each non-executive director servesfor afixed
term not exceeding three years that may be renewed by mutual agreement. Subject to the Board being satisfied with a director’s performance, independence and commitment,
there is no specified limit regarding the number of terms a director may serve. Each director is required to be elected by shareholders at the Annual General Meeting following
his or her appointment by the Board and to be re-elected at least once every three years. Any non-executive director who has served on the Board for nine years or moreis
required to submit himself or herself for re-election annually. The Board's policy is to appoint and retain non-executive directors who can apply their wider knowledge and
experiences to their understanding of the Aviva Group, and to review and refresh regularly the skills and experience the Board requires through a programme of rotational
retirement. In addition to the strengths of experience, diversity and an international perspective, the Board also seeks to comply with the requirements of the Combined Code
on the independence of directors. The Combined Code on Corporate Governance is issued by the UK’s Financial Reporting Council in the UK, and sets out guidance in the
form of principles and provisions on how companies listed in the U.K. should be directed and controlled to follow good governance practice.

The Combined Code requires that at least half the Board, excluding the chairman, should comprise independent non-executive directors as determined by the
Board. The Nomination Committee performs an annual review of directors’ interestsinwhich all potential or perceived conflicts, including time commitments, length of service
and other issues relevant to their independence, are considered. It is the Board's view that an independent non-executive director also needs to be able to present an
objective, rigorous and constructive challenge to management, drawing on his or her wider experiences to question assumptions and viewpoints and where necessary defend
their beliefs. To be effective, an independent director needs to acquire a sound understanding of the industry and the Company so as to be able to evaluate properly the
information provided. Having considered the matter carefully the Board is of the opinion that al of the current non-executive directors are independent and free from any
relationship or circumstances that could affect, or appear to affect, their independent judgement. Accordingly, over half of the directors, excluding the chairman, are
independent non-executive directors. Each of the directors who had been proposed for re-election at the 2009 Annual General Meeting was re-el ected, and had been subject to
a formal performance evaluation and took part in a peer evaluation review during 2008. On 31 December 2008 Wim Dik stepped down as non-executive director and on 5
August 2009 Nikesh Arora stepped down as non-executive director. Leslie Van de Walle was appointed as a non-executive director on 6 May 2009. The current Board
directorsare:

Name Position Director Since
Lord Sharman of Redlynch OBEL 2 Chairman 2005
Andrew Mosst 2 Group chief executive 2004
Philip Scott FIA Chief financia officer 2000
Mark Hodges Executive director 2008
AndreaMoneta Executive director 2009
Mary Francis CBE34.5 Independent non-executive director 2005
LedieVandeWalle Independent non-executive director 2009
Richard Karl Goeltz1. 4 Senior independent non-executive director 2004
Euleen Yiu Kiang Goh 2.4 Independent non-executive director 2009
Carole Piwnicaz. 5 Independent non-executive director 2003
Russell Wallst. 3.4 Independent non-executive director 2004
Scott Wheway2.5 Independent non-executive director 2007

(1) Nomination Committee, (2) Corporate Social Responsibility Committee
(3) Risk and Regulatory Committee, (4) Audit Committee, (5) Remuneration Committee
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Lord Sharman of Redlynch OBE (Age 66)

Chairman

Lord Sharman was appointed to the Board of Directors in January 2005 and became chairman in January 2006. He currently serves as an independent non-executive director of
BG Group plc and Reed Elsevier plc. He previously served as chairman of Aegis Group plc, chairman of KPMG International, deputy chairman of Group 4 Securicor plc, isa
former member of the supervisory board of ABN AMRO N.V., and aformer independent non-executive director of Young & Co.’s Brewery plc and AEA Technology plc. Heis
chairman of the Board of Directors and the Nomination Committee and a member of the Corporate Social Responsibility Committee.

Andrew Moss (Age51)

Group chief executive

Mr Moss was appointed to the Board of Directorsin May 2004, when he joined as group finance director and became group chief executive in July 2007. He previously served
as director of finance, risk management and operations in Lloyd's and formerly held a number of senior management positions at HSBC plc. Heisamember of the Corporate
Social Responsibility and Nomination Committees.

Philip Scott FIA (Age 55)

Chief financial officer

Mr Scott was appointed to the Board of Directorsin May 2000 and became chief financial officer in July 2007. He joined Norwich Union in 1973 and held a number of senior
positions before joining the Norwich Union Board of Directorsin 1993. Formerly, he was responsible for the group’s insurance businesses outside Europe and the group’s
U.K. fund management operations. He currently serves as a non-executive director and chairman of the audit committee of Diageo plc and is chairman of the European
Insurance CFO Forum. Mr Scott is due to be appointed as a non executive director and chairman of the Risk Committee of The Royal Bank of Scotland plc on 1 November
2009. Mr Scott isdueto retire from the Board of Directors on 31 December 2009.

Mark Hodges (Age 44)

Executive director

Mr Hodges was appointed to the Board of Directors in June 2008. He joined Norwich Union in January 1991 and held a number of senior roles within the finance function
before becoming finance director of Norwich Union Insurance in 1998 and managing director of Aviva UK Life (formerly Norwich Union General Insurance) in 2005. He was
appointed chief executive of Norwich Union Life, the group’s long-term savings business in the UK, in April 2006.

Andrea Moneta (43)

Executive director

Mr Moneta was appointed to the Board of Directors in September 2009. He joined the Group in 2008 as chief executive of Aviva Europe. He previously served as managing
director of Dubai Financial Group. He has extensive experience of European financial services, having held senior executive positions at UniCredit, the European Central Bank
and Accenture. He holds honours degreesin Political Sciences and Economics and Business Administration and is a Qualified Dottore Commercialista and Revisore Contabile.

Mary Francis CBE (Age 61)

Independent non-executive director

Ms Francis was appointed to the Board of Directors in October 2005. She is currently senior independent director of Centrica plc, a non-executive director of Cable and
Wireless plc and adirector of Almeida Theatre Company Limited. Sheisalso asenior adviser to Chatham House and Governor of the Pensions Policy Institute. She previously
served as director general of the Association of British Insurers, non-executive director of the Bank of England, Alliance & Leicester plc and Fund Distribution Limited and a
senior civil servant. Sheis chairman of the Risk and Regulatory Committee and amember of the Audit and Remuneration Committees.
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Richard Karl Goeltz (Age 67)

Senior independent non-executive director

Mr Goeltz was appointed to the Board of Directorsin May 2004. He is currently a non-executive director of the Warnaco Group Inc, the New Germany Fund, the Central Europe
and Russia Fund and the European Equity Fund, and a member of the Court of governance of The London School of Economics and Political Science and a trustee of the
American Academy in Berlin. He previously served as vice chairman and chief financial officer of American Express Company and a director and chief financial officer of
NatWest Group plc. He was also a non-executive director of Delta Airlines Inc. and Federal Home Loan Mortgage Corporation (Freddie Mac). He also served as member of the
Accounting Standards Board (UK). Heisamember of the Audit and Nomination Committees.

Euleen Yiu Kiang Goh (Age 54)

Independent non-executive director

Ms Goh was appointed to the Board of Directors in January 2009. She is currently a non-executive director of Singapore Airlines Limited, DBS Bank Limited, DBS Group
Holdings Ltd and the Singapore Exchange Limited. She previously served as chief executive officer of Standard Chartered Bank in Singapore. Sheisamember of the Audit and
Corporate Social Responsibility Committees.

CarolePiwnica (Age51)

Independent non-executive director

Ms Piwnica was appointed to the Board of Directors in May 2003. She is a member of the New York and Paris bars. She is currently a director of Naxos UK, non-executive
director of Toepfer International GmbH and Dairycrest Group plc and a member of the biotech advisory Board of Directors of Monsanto. She previously served as non-
executive vice-chairman of governmental affairs for Tate & Lyle plc, non-executive director of S A Spadel N.V. and chairman of Amylum Group. She is chairman of the
Corporate Social Responsibility Committee and amember of the Remuneration Committee.

Russell Walls (Age 65)

Independent non-executive director

Mr Walls was appointed to the Board of Directorsin May 2004. Heis currently senior independent director of Signet Jewelers Ltd and chairman of its audit committee, director
of Delphic Diagnostics Limited and treasurer and trustee of The British Red Cross. He formerly served as the group finance director of BAA plc, Wellcome plc and Coats
Viyellaplc. Heis aformer senior independent non-executive director of Stagecoach Group plc and Hilton Group plc and a former non-executive director of the Mersey Docks
and Harbour Company. Heis chairman of the Audit Committee and a member of the Risk and Regulatory and Nomination Committees.

Scott Wheway (43)

Independent non-executive director

Mr Wheway was appointed to the Board of Directorsin December 2007. He is currently chief executive officer of Best Buy Europe. He formerly served as director of The Boots
Company plc (now known as The Boots Company Limited) and managing director of Boots the Chemist at Alliance Boots plc. He formerly held a number of senior management
positions at Tesco plc. Heis chairman of the Remuneration Committee and amember of the Corporate Social Responsibility Committee.

Leslie Van deWalle (53)

Independent non-executive director

Mr Van de Walle was appointed to the Board of Directorsin May 2009. He is currently the chief executive and a director of Rexam plc. He formerly served as non-executive
director of Aegisplc.
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Executive Management Team

Our Executive Management Team constitutes the senior management. The members of our Executive Management Team, their ages at 31 December 2008 and their
functions are asfollows:

Andrew Moss (Age51)
Group chief executive
For biography, see “— The Directors”.

Philip Scott (Age 55)
Chief financial officer
For biography, see “— The Directors”.

Mark Hodges (Age 44)
Executive director and chief executive Aviva UK Life
For biography, see “— The Directors”.

Andrea Moneta (Age 43)
Executive director and chief executive, Aviva Europe
For biography, see “— The Directors’.

Igal Mayer (Age47)

Chief executive, Aviva UK General Insurance

Mr Mayer joined the Group in 1989. He has formerly held senior positions within Aviva Canada, including chief executive officer, chief financial officer and executive vice-
president. He previously served as finance director for UK General Insurance and managing director for CGU Insurance in London. He holds a BA Honours in Commerce and
Economics from the University of Toronto, is a chartered accountant and has received an honorary Chartered Insurance Professional designation from the Insurance Institute
of Canada.

Alain Dromer (Age 54)

Chief executive, Aviva Investors

Mr Dromer joined the Group in September 2007. He was formerly global head of group investment businesses at HSBC, senior executive vice-president and head of asset
management and insurance at Credit Commercial de France and director of capital markets at La Compagnie Financiére Edmond de Rothschild. He previously served at the
French Treasury in the Ministry of Finance and the French Institute for Statistics and Economic Studies. He was educated at I’ Ecole Polytechnique, Paris and I’ Ecole Nationale
de la Statistique I' Administration Economique, Paris.

Thomas Godlasky (Age 53)

Chief executive, Aviva North America

Mr Godlasky joined the Group in 2006. He was formerly chairman, president and chief executive officer of AmerUs Group and chief investment officer of AmerUs Capital. He
was previously with Providian Corporation, Federated Investors, Inc and Mellon Bank. He holds a Bachelor of Science degree in urban and regional planning from Indiana
University of Pennsylvania and a master's degree in public administration from the University of Pittsburgh. He is a graduate of Harvard Business School’s Advanced
Management Program and a Chartered Financial Analyst.

Simon Machell (Age 45)

Chief executive, Aviva Asia Pacific

Mr Machell joined the Group in 1994. He was formerly chief executive of Norwich Union Insurance (now known as Aviva UK General Insurance) in the UK and managing
director of the RAC. He previously held positions with Ernst and Y oung and Legal and General. He holds a BA Honours in Economics from the University of Durham andisa
Fellow of the Institute of Chartered Accountants of England and Wales.
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Anupam Sahay (Age 39)

Group strategy and devel opment director

Mr Sahay joined the Group in 2007. He was formerly a partner with the global financial services group at McKinsey & Company, advising leading insurers and banks in
Europe, USA, Asiaand Australia. He holds an engineering degree and an MBA from the Indian Institute of Management.

John Ainley (Age52)

Group human resources director

Mr Ainley joined the Group in 1999. He formerly held senior HR positions with WH Smith plc, ICL plc, Priory Hospitals Group and General Electric plc. He previously aso
served as Group HR Director for Norwich Union plc and HR Director for Norwich Union Insurance (now known as Aviva UK General Insurance) and Norwich Union Life (now
known as AvivaUK Life). He holds alaw degree and is acompanion of the Chartered Institute of Personnel Development.

Amanda Mackenzie (Age 45)

Chief marketing officer

Ms Mackenzie joined the Group in 2008. She previously served as commercial and marketing director for British Gas and has more than 20 years experience in the marketing
and advertising profession. She holds a Bachelor of Science degree in Psychology from the University of London and is a graduate of the INSEAD advanced management
programme. Sheisafellow of the Royal Society of Arts, amember of the Government Strategic Marketing Advisory Board, afellow of the Marketing Society and a governor of
the National Y outh Orchestra.

Key management as referred to in Item 18, “Financial Statements— Note 58 — Related party transactions” and Item 7, “Major shareholders and Related party
transactions”, include additional employees to the senior management, referred to above. For the disclosures in Items 18 and 7, we have followed the IFRS definition of key
management, which includes employees having authority and responsibility for planning, directing and controlling the activities of the Group.

Recent developments

On 6 October 2009 we announced a number of senior management appointments within our Executive Management Team and the creation of a new organisation
structure for our UK business. Our UK life and general insurance businesses are to be brought together under a single chief executive, with Mark Hodges being appointed to
this new role of chief executive, UK. Igal Mayer will be appointed chief executive, North America following the retirement of Tom Godlasky, the current chief executive of
North America. Robin Spencer will take up anew role on our executive committee of chief risk officer, reporting to Andrew Moss. Robin Spencer is currently chief executive of
our Canadian business. Mr Spencer’s appointment is subject to regulatory approval.

These changes will take effect from 1 January 2010.

186




Compensation
Remuneration policy

The objectives and responsibilities of the Remuneration Committee in setting remuneration policy for our executive directors and senior management are set out in
this section under “Board practices — Remuneration Committee”.

Our executive directors elected to take a basic pay freeze in 2009 and the Remuneration Committee endorsed that proposal. A further 45 members of senior
management have similarly accepted a 2009 basic pay freeze. The executive directors will receive 2008 bonuses below (as a percentage of basic salary) those awarded in 2007
against the background of the overall performance of the Group. Thisis due to some of the demanding targets originally set in December 2007 not being met in full.

The Remuneration Committee is conscious of the shareholders' loss of value over thelast year. Thislosswas also felt by the executive directors directly through the
significantly lower value of the deferred Annual Bonus Plan (“ABP”) shares and Long Term Incentive Plan (“LTIP") shares granted in 2006, both of which will vestin March
2009. Thisisadirect consequence of our reward strategy that seeks alignment between shareholder and Executives’ interests.

Financial targetsfor the 2008 bonus

Despite the unprecedented changes in the economic position over the year no changes were made to the targets for executive directors for 2008 which were set in
December 2007.

The introduction of a “ One Aviva, Twice the Value” (OATTV) Bonus Plan

Details of how the OATTV plan operates are provided below. This plan is designed to align senior management firmly behind the Chief Executive'saim of doubling
Earnings per Share (“EPS’) from its end 2007 baseline by the end of 2012. After significant debate the Remuneration Committee satisfied itself that this additional element of
remuneration would assist the delivery of a key part of the Group's strategy. It was also satisfied that al or part of the bonus will vest only if stretching performance
conditions are met. Furthermore, grants under the plan are only expected to be made in 2010 in addition to the grants made in 2008 and 2009. The plan was subject to extensive
formal consultation with institutional shareholders and other stakeholdersin advance of being put to Aviva s Annual General Meeting (AGM) in 2008 where it was approved.

Planned Future Changes

We do not anticipate any significant changes to the structure of executive directors' compensation packages in 2009, compared with that outlined below. Thereare,
however, two points to note:

For the year ended 31 December 2008, Aviva changed its supplementary financial reporting basis from a European Embedded Value (“EEV”) to aMarket Consistent
Embedded Vaue (“MCEV") approach. Generally, the embedded value approach looks at the value of long-term business and the profits that are expected to flow to
shareholders. As compared to the EEV approach, the MCEV approach includes the valuation of future profits using external measures of risk provided by the open
market, increasing transparency in our reporting. This change in reporting required the Remuneration Committee to consider how financial targets should be stated on
the new MCEV basis. In particular, the Remuneration Committee has discussed how to treat the Return on Capital Employed (“ROCE”) element of new and subsisting
LTIP grantson an MCEV basis. Itiscomfortable that amoveto MCEV ROCE will not make targets materially easier or more difficult to achieve.
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The external economic climate against which financial targets for 2009 have been set is unprecedentedly volatile. The level of stretch in the targetsis very sensitive to
the depth and duration of the economic downturn, which is currently highly uncertain. The Remuneration Committee therefore decided to review mid year the
financial targets used for bonus purposes for executive directors and other senior managers. Only in exceptional circumstances would the Remuneration Committee
consider amending financial targets, either up or down, and any significant change would be the subject of appropriate consultation. Any changes would be fully
disclosed and explained in our futurefilings.

We are required every five years to seek shareholder approval for the operation of our share based incentive plans. The Remuneration Committee has, in the past,
carried out acomprehensive review of senior executive remuneration to coincide with this. This has allowed us to put to sharehol ders proposals that reflect a thorough review
of our remuneration package taking into account changing market and regul atory practice and the requirement to ensure that the package remains competitive. It had been the
Remuneration Committee's intention to carry out such areview in 2009 with a view to putting proposals to the AGM in 2010. Following due consideration, the Remuneration
Committee has determined that this review should be deferred until 2010. Given the current turbulence in the economy, significant developments in relation to shareholder
attitudes on executive pay, and emerging regulatory involvement from the FSA, the Remuneration Committee considers that a more durable outcome will be obtained from a
review carried out in 2010, when a number of these factors will be more settled. The permission from shareholders given in 2005 will allow grants to be made under current
arrangements up until the AGM in 2010. New proposalswill therefore be put to shareholdersin 2011.

Notwithstanding this deferral of the full review, the Remuneration Committee has undertaken a high level review of Aviva's remuneration practices against the
preliminary good practice criteriaissued by the FSA. Theinitial assessment identified generally strong alignment of our current practices with the FSA criteria. However, thisis
an areathat will be kept under closer review during the year as the FSA devel opsits guidance both generally and specifically in relation to the insurance sector.

Alignment with Group Strategy

We consider the alignment between Group strategy and the remuneration of our senior executives, including executive directors, to be critical. We believe that senior
executives should be highly rewarded (on a market competitive basis) for the delivery of stretching goals but should receive reduced rewards when the business performs
poorly. To achieve this alignment Aviva's remuneration package is leveraged, with a high percentage of pay “at risk” against the achievement of stretching goals, see “—
Constituent Elements of Reward as a Percentage of Total Remuneration”. Furthermore, two-thirds of any bonus and any LTIP grant are delivered in the form of Aviva shares.
The element of deferred bonus that is matched under the OATTV bonus plan only vestsif very demanding EPS targets are met. The requirementsto defer bonus, participation
inthe LTIP and the OATTYV bonus plan closely tie the long-term value of executive remuneration to our share price performance.

Senior executives thus have high exposure to the same benefits and drawbacks of share price movement as all shareholders. The belief that senior executives should
be shareholdersis reinforced through formal guidelines requiring executive directors to build up and maintain asignificant holding of our shares.

Our strategic priorities and targets are set out in Item 4, “ Information on the Company —Business Overview” . Those priorities are reflected closely in the remuneration
package:

Basic Salary: Internal and external equity in basic salary positioning is an important contributor to a motivational remuneration package. A range of market datais
used to inform decision making taking into account the Company’s policy with regard to the FTSE 30 and FTSE 50.
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Annual Bonus Plan (“ABP"): Bonus structures are effective only if they drive, through the targets, the maintenance of the Company on a sound financial footing
and sustained profitable growth. In addition, the targets must not provide an incentive to promote behaviours which could be detrimental to the Company’slong
term interests. Management must justify the targets it recommends. The Remuneration Committee assures itself that the targets, first, provide appropriate
incentives and, second, are challenging.

The Remuneration Committee also considers how, given changing economic circumstances, the Group’s priorities and, consequently, the targets underpinning its
bonus structures need to change. Given the challenging current environment the Remuneration Committee agreed that financial targets for 2009 should focus more on capital
conservation and strengthening the Group’s liquidity than in previous years. Financial targets sit alongside targets on customer advocacy and employee engagement
introduced in 2005 that the Remuneration Committee believes are critical to long-term organisational health. The personal objectives of Executive Committee members are
reviewed by the Remuneration Committee to ensure they adequately reflect our strategic aims, good governance and best practice.

OATTV : Thisplan was introduced to emphasise the Chief Executive's clear strategic imperative for the Group to deliver growth in EPS, with atarget of doubling
EPS in five years from an end 2007 baseline. No other element of executive remuneration was focused on EPS growth, and this bonus scheme directly aligns a
portion of executive remuneration to this key strategic goal.

LTIP: The LTIP encourages a longer-term management focus on ROCE and relative Total Shareholder Return (“TSR”). These metrics measure how the Company
is performing in both absolute and relative terms.

The Remuneration Committee considers all these elements, plus pension and other benefits, as awhole. It looks to ensure that an appropriate balance is maintained
between them so that the need for both short-term success and long-term sustainable growth is recognised. The Remuneration Committee al so ensures that the non-financial
business measures and individual objectives reflect adequately our environmental, social and governance responsibilities.

Constituent Elements of Reward as a Per centage of Total Remuneration
The tables below show how the Group’s remuneration policy translates in practice into the Chief Executive’s remuneration package. It shows the contribution each

element makes to overall compensation at both “target” and “ stretch” levels of performance. More than half of executive directors’ total remuneration is performance related.
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Breakdown of Remuneration for the Chief Executive

Total Renuneration Elements

0% 0% 0% G0 a0 100%
T Salany Boruz Ona foha LTI ALCAR
s I % 14% 4 14%

Salary Borus One Aoha LTIF ALCAR
Stretch | gy Ty s 6% 7%

Total Renumeration Elenents
0% ks 0% 0% ik 100%
Cazh “Warble dash Shaes
Tamet 4% 7% 52°%
Cash  “agable C3sh Shares
Strerch 2% 9% 0%

The first table above shows the breakdown of the package into its main constituent elements. The second table gives the proportions of fixed cash, variable cash and
shares. For the purposes of the second table, fixed cash includes basic salary and the discretionary Aviva Capital Accumulation Plan (“*ACAP”") payment. The ACAP is
discussed further in “— Remuneration Policy in Practice for Executive Directors’. Variable cash is the one-third of bonus paid in cash annually. The share element includes the
two-thirds of bonus deferred into shares, the OATTV match and the LTIP.

“Target” performance means a target ABP outcome (75% of basic salary), a 50% vesting of the LTIP (87.5% of basic salary) and 1:1 match from the OATTV
bonus plan (50% of basic salary).

“Stretch” performance means a stretch ABP outcome (150% of basic salary), 100% vesting of the LTIP (175% of basic salary) and a 2:1 match from the OATTV
bonus plan (200% of basic salary).

The breakdown does not include any share price growth, the dividends on the ABP deferred shares or other benefits (e.g. cash car allowance, value of Private
Medical Insurance (PMI) and all-employee share ownership plans).
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Remuneration Policy in Practice for Executive Directors

The table below summarises Aviva's remuneration policy asit is applied in practice to executive directors.

Policy How delivered
Total remuneration
Total remuneration package levels are informed by relevant pay data, in particular the lower quartile to median range of - Basic salary
the FTSE 30 and the median to upper quartile range of the FTSE 50. - ABP
'These reference points are chosen to reflect Aviva's market capitalisation and comparability to other large, sophisticated -OATTV plan
multi-national companies and the positioning that is appropriate to Avivain those different comparator groups. -LTIP

- Long-term savings

- Aviva Staff Pension Scheme (ASPS)
- Benefits

- All-employee schemes

Basic salary

Benchmarked as for total remuneration but with positioning and progression taking account of individual and business
performance and the levels of increase provided for the broader UK employee population (basic salaries of the UK staff
increased by 3.5% on average in 2008).

'The Remuneration Committee takes seriously institutional investors' concerns on the ratcheting of basic salaries and
does not unquestioningly accept a particular market position or salary.

- Monthly in cash
- Reviewed annually in February, with changes
taking effect from 1 April.

Discretionary Annual BonusPlan (“ ABP”)

The ABP is intended to motivate executives to achieve the annual business plan, based on a series of key financial,
employee and customer performance indicators, which make up 70% of the bonus opportunity, and personal objectives
(30%).

75% of basic salary is payable for “on target” performance and up to 150% for “stretch” performance.

Deferred shares vest on the third anniversary of the date of grant, subject to the recipient remaining in service. On|
resignation during the three year deferral period al or part of the grant is forfeited (100% in year of grant, 50% in|
following year and 25% in year after that). Additional shares are awarded in lieu of the dividends paid on the deferred
shares during the deferral period.

- Annually, one-third is paid in cash and two-
thirdsin deferred shares.

“ One Aviva, TwicetheValue” (“OATTV”) Bonus Plan

'The OATTV bonus aligns senior executives with the Chief Executive's clear strategic imperative of doubling EPS by the
end of 2012.

'The plan matches 100% of the deferred ABP shares for the Chief Executive (75% for other executive directors)

For the 2008 awards, the vesting of these matched shares is dependent on the average annual growth in EPS during the]
three year performance period, thus:

— Lessthan 10% growth pa Nil
— 10% growth pa 0.1forl
— 26% growth pa 2forl

Matching is on astraight-line basis for performance from 10% to 26%. No additional shares are awarded for the
dividends paid during the three year performance period on those shares that vest.

- Annually, aproportion of the deferred element
of the ABP is matched in shares.

- Shares vest based on demanding EPS growth
targets.
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Policy

How delivered

Long Term Incentive Plan (“LTIP")

The LTIP is intended to motivate achievement of the Company’s longer term objectives, to aid the retention of key|
personnel and to align executive interests to those of shareholders.

The Chief Executive is eligible to receive an annual award of shares equal to 175% of basic salary. Other executive]
directors are eligible to receive an annual award of shares equal to 150% of basic salary.

No share based award may currently exceed 200% of basic salary. However, in 2008 6 grants were made in Aviva'sUS
business above 200% to a maximum of 300% of basic salary through a phantom scheme. Thelevels of grant made took
into account US market practice.

No additional shares are awarded for the dividends paid during the three year performance period on those shares that
\vest.

- Annual awardsin restricted shares that vest,
subject to ROCE and relative TSR performance
conditions being met at the end of athreeyear
performance period.

- Awards that do not vest lapse.

IAviva Capital Accumulation Plan (* ACAP”)

'The ACAP is along term savings vehicle which aids retention whilst recognising a need for flexibility in long term
wealth planning.

Company contributions are discretionary and vary year on year, but would not normally exceed 50% of basic salary. For
contributions for the executive directors . see “—Director’s remuneration in 2008” .

No one who participates in the ACAP is currently accruing benefitsin the ASPS. A resignation or departure for breachi
of contract generally resultsin forfeiture of contribution for the relevant year.

- Discretionary paymentsinto atrust where they
are held for aminimum of five years

/Aviva Staff Pension Scheme (“ ASPS”)
The UK ASPS provides a competitive post retirement package. No executive director is currently accruing service
based benefitsin the ASPS.

The scheme provides accrual at 1/30th, 1/45th or 1/60th of annual basic salary depending on seniority and the date of]
joining the scheme.

Lump sum death in service benefit of four times basic salary is provided, asis a spouse’s or partner’s pension equal to|
two-thirds of actual or, on death in service and in certain other circumstances, prospective pension. Post retirement]
increases are equivalent to RPI up to amaximum of 10%. Retirement benefits can be accessed from age 60.

- Deferred cash payable on retirement in the form
of alump sum/monthly payment.

Other Benefits
Other benefits are provided on a market competitive basis.

- Cash car allowance
- PMI
- All employee share ownership plans.
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Overview of the Effect of the Remuneration Policy on Executive Directors

The effect of these policiesin 2008 for executive directors as of 31 August 2009 is set out below. It should be emphasised that the figures shown for both the LTIP
grant and OATTV bonus plan grant represent the face value of those grants, which would only be realised if high stretching performance conditions were to be met. Details
on pension benefits are set out later in this section.

Andrew Moss, Chief Executive

Element Amount Commentary
Basic Salary £913,750 during the year. Mr. Moss received abasic salary
Asat 1 January £880,000 increase from 1 April of £45,000 (5.1%).
Asat 31 December £925,000 Mr. Moss's basic salary isfrozen for
2009.
ABP £752,164 (81.3% of basic salary) Bonusis afunction of the degree of
lachievement of 2008 targets as
(£250,721 delivered in cash and £501,443 deferred into shares for three years) follows:

Financial 22.9% (maximum 50%)
Employee 5.6% (maximum 10%)
Customer 2.9% (maximum 10%)
Personal 22.8% (maximum 30%)

OATTYV bonus plan £568,891 'The face value of 100% of the two-
thirds deferred element of 2007 annual
bonus.

LTIP — face value of granti£1,540,000 The face value of the grant
represented 175% of basic salary on 29
February 2008.

ACAP £462,500 'The Trustee of the Plan accepted

IAviva's recommendation and made an
award into the plan equivalent to 50%
of Mr Moss' basic salary asat 1 April.

Other Benefits £18,280 cash car allowance Mr Moss receives 2% of basic salary
2% basic salary cash supplement as a non-pensionabl e cash supplement
PMI| provided in consideration of his

surrendering his unapproved
unfunded retirement benefit (“UURB")
[promise at the point when accrual in

the ASPS ceased.
Philip Scott, Chief Financial Officer
Element Amount Commentary
Basic Salary £592,500 during the year. Mr. Scott received abasic salary
Asat 1 January £570,000 increase from 1 April of £30,000 (5.3%).
Asat 31 December £600,000 Mr Scott’s basic salary isfrozen for
2009.
ABP [£487,890 (81.3% of basic salary) Bonusisafunction of the degree of
lachievement of 2008 targets as
(£162,630 delivered in cash and £325,260 deferred into shares for follows:
three years) Financial 22.9% (maximum 50%)

Employee 5.6% (maximum 10%)
Customer 2.9% (maximum 10%)
Persona 22.8% (maximum 30%)
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Element Amount Commentary

OATTYV bonus plan £320,625 The face value of 75% of the two-
thirds deferred element of 2007 annual
bonus

LTIP— Face Value of [£855,000 'The face value of the grant

Grant represented 150% of Mr Scott’s basic
salary on 29 February 2008.

IASPS M embership of the Aviva Staff Pension Scheme Mr Scott has a fully accrued pension

equivalent to two thirds of his
pensionable salary at retirement.
He therefore no longer accrues service
related benefits but does continue to
accrue additional benefits as a result
of pensionable salary increases.

Other Benefits £16,120 cash car allowance
PM |

Mark Hodges, Chief Executive, Aviva U.K. Life

Element Amount Commentary
Basic Salary £462,500 during the year. Mr. Hodges was appointed an
Asat 1 January £395,000 Executive Director of Avivaplc on 26
IAs at 31 December £520,000 lJune 2008 and received an increase in
basic salary from that date.
Mr Hodges' basic salary isfrozen for
2009.
ABP £532,077 (102.3% of basic salary ) Mr Hodges' bonusis afunction of the
degree of achievement of 2008 targets
(£177,359 delivered in cash and £354,718 deferred into shares as follows:
for three years) Financial 35.4% (maximum 50%)

Employee 8.3% (maximum 10%)
Customer 1.7% (maximum 10%)
Persona 22.8% (maximum 30%)
OATTV bonus plan £254,380 'The face value of the grant
represented 75% of the two-thirds
deferred element of 2007 annual bonus

LTIP— Face Value of I£592,500 The face value of the grant

Grant represented 150% of Mr Hodges'
basic salary on 29 February 2008

IACAP £207,500 The Trustee of the Plan accepted

JAviva's recommendation and made an
award into the plan equivalent to 50%
of Mr Hodges' basic salary asat 1
April.

Other Benefits £14,710 cash car allowance
PMI

Annual BonusPlan — Target Setting

The financia targets which underpinned the ABP (accounting for 50% of annua bonus) in 2008 were derived from Aviva's return, growth and capital
efficiency/capital generation goals. Three of the financial targets (operating profit, volume and new business contribution) were “stretched” (as set out in the table below) due
to their importance in achieving these aspirations.
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Employee and customer targets (each accounting for up to 10% of annual bonus) are set taking into account performance to date and aspirations for the future. The
employee targets on leadership and engagement are derived from the Group’s employee climate survey in which all business units participate and which over 42,000 staff
completed in 2008. This survey is delivered through an independent third party able to provide extensive external benchmark data. Our aspiration isto reach the upper quartile
positions compared to the relevant global and national norms on leadership and engagement over time.

Customer metrics do not yet have the same degree of consistency and external comparability in all business units as our employee climate survey. During 2008 we
moved towards a more consistent metric to measure customer advocacy. Although there is still not complete alignment, all business units do have customer satisfaction,
advocacy targets, or both, from which we can derive suitable performance targets. We expect our new measure to be used in most business units during 2009 and in all
business unitsin 2010.

Internal assurance that the outcomes on employee and customer targets were accurately calculated and reported was provided to the Remuneration Committee by
Group Interna Audit.

Personal objectives based on delivery of key strategic priorities, personal leadership and operating performance of the relevant portion of the business account for up
to 30% of annual bonus.

The Group's performance against its financial, employee and customer performance indicators in 2008, as they affected the bonus of the Chief Executive, is shown in
the table below.

Group Performancein 2008 Against K ey Performance Indicators

Weighting
(% of total bonus opportunity)
Key PerformanceIndicators On target (%) Stretch (%) Actual payment (%)

Business measures (70%) (Operating profit (EEV/IFRS) 4.2 16.7 6.2

\Volume 4.2 10.4 -

New Business Contribution 42 104 8.8

Costs 42 4.2 4.2

Operating Profit (IFRS basis) 4.2 42 3.8

ICombined Operating Ratio (COR) — General Insurance only 42 42 -

ICustomer 5) 10 2.9

Employee 5 10 5.6
Personal measures (30%) |Personal — individual strategic 15 30 22.8

[Total * 50 100 54.2

* Totalsin columns do not add up due to rounding.

The Remuneration Committee is sensitive to the current environment in relation to executive pay, and particularly relating to the payment of bonuses in circumstances
where financial targets have not been met and share prices have fallen. However, the combination of financial and non-financial measuresis central to the structure of the ABP.
The Remuneration Committee wants to ensure a balanced focus on both short-term financial performance and on the objective non-financial measures that are leading
indicators of future financial success. This balance is, in the Remuneration Committee's view, reflective of good practice in incentive design and is consistent with the FSA's
guidance on creating incentive schemes that have a focus on long-term sustainable performance.
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As described above, the Remuneration Committee took the view that it was important to maintain the integrity of the financial targets for the executive directors, and
so these were not adjusted during the year. In the same way, the Remuneration Committee believes that it is appropriate to pay bonuses based on pre-agreed rigorous targets
when these have been met. As outlined earlier in this report, given the overall 2008 performance against the demanding targets set, the bonuses of the executive directors fell
in 2008 compared with 2007 as a percentage of basic salary.

To align with the business priorities for 2009, the financial measures at Group level for 2009 are operating profit, volume, new business margin, the Combined
Operating Ratio (“COR”) of our general insurance businesses, net capital returns and cost savings.

OATTYV BonusPlan

The OATTV bonus plan aligns senior executives with the Chief Executive's clear strategic imperative of doubling EPS by the end of 2012. The plan matches 100% of
the deferred ABP shares for the Chief Executive (75% for other executive directors). For the grant made in 2008 the vesting of these matched shares is dependent on the
average annual growth in EPS during the three year performance period, thus:

— Lessthan 10% growth pa Nil
— 10% growth pa 0.1forl
— 26% growth pa 2forl

Matching is on a straight-line basis for performance between 10% and 26%. The maximum match of 2 shares for each deferred share is paid for delivering adoubling
of EPS by the end of 2010. The threshold matching of 0.1 of a share for each share deferred is equivalent to doubling EPS by 2014. The Remuneration Committee reviews the
performance conditions of this plan annually.

LTIP—Target Setting

The LTIP vests subject to the degree of achievement of two equally weighted performance measures chosen to reflect shareholders’ long-term interest in absolute
ROCE and relative TSR performance:

ROCE targets

ROCE targets are set annually within the context of the Company’s three year business plan and have to date been set on an EEV basis. Vesting depends upon
performance over the three year period against a target return. The Company’s external auditor provides a formal opinion on the ROCE vesting calculation. The 2008 LTIP
award ROCE targets are set out in the table below:

ROCE over thethreeyear Per centage of sharesin award that vests based
performance period on achievement of ROCE tar gets
Lessthan 31.5% 0%
31.5% 15%
Between 31.5% and 37.5% Pro-rata between 15% and 50%
on astraight line basis
37.5% and above 50%

The same performance targets will apply for the 2009 L TIP, except that the measure will be calculated using an MCEV reporting basis and not EEV .
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Total Shareholder Return Targets

Relative TSR determines the vesting of the other 50% of any LTIP award. The comparator group for the assessment of relative TSR performance at the time of the
2008 grant comprised Aegon, Allianz, Axa, Fortis, Friends Provident, Generali, HBOS, ING, Legal and General, LIoyds TSB, Prudential, Royal Bank of Scotland, Royal and Sun
Alliance, Standard Life and Zurich. HBOS has been delisted following the merger with LIoyds TSB. The 2006 and 2007 LTIP grants are based on the same comparator group,
with the exception of Standard Life which was not included in 2006. TSR vesting operates as set out in the table below:

TSR position over thethreeyear Per centage of sharesin award that vests
performance period based on achievement of TSR targets
Below Median 0%
Median 15%

Pro-rata between 15% and 50%
on astraight line basis
Upper quintile and above 50%

Between median and upper quintile

The same targets will apply for the 2009 LTIP awards. The comparator group will remain unchanged other than the removal of HBOS. The Remuneration Committee
has agreed a shortlist of companies that would be considered for inclusion in the comparator group, subject to final review, should any further member of the group be
delisted.

The table below shows the unaudited vesting projections of LTIP awards as at 31 December 2008. For subsisting grants where HBOS was a member of the comparator
group, the Remuneration Committee has determined that HBOS TSR performance to the end of 2008 should be used and thereafter replaced by a“synthetic” TSR based on the
average TSR performance of the remaining constituents of the comparator group for the remainder of the performance period.

Projections of vesting of subsisting LTIP awards

LTIP Award 31 December 2008 vesting projection
(% of award)
Aviva L TIP 2008 59.8%
Aviva LTIP 2007 37.8%
Aviva L TIP 2006 56.3%

The vesting assumption made in respect of the 2009 award for accounting purposesis 50%.

Since the LTIP has performance conditions attached to it, then one potential outcome is that neither performance condition is met and the whole of the LTIP lapses. The
table below has been drawn up to assist in understanding the potential value of the LTIP awards made to executive directorsin 2008 should the performance conditions be met
in part or in whole.

Potential value of 2008 LTIP awards (rounded to nearest £100)

LTIP Andrew Moss Philip Scott Mark Hodges
Face VValue of Grant £1,540,000 £855,000 £592,500
[Threshold Vesting £462,000 £256,500 £177,800
Expected Vaue £891,400 £494,900 £342,900
Maximum Vesting £2,049,700 £1,138,000 £788,600
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Assumptions are as follows:

Threshold vesting assumes TSR and ROCE elements vest at the minimum level, producing a 30% vesting of the total award. No share price growth is assumed.

Expected value, based on the vesting assumption made for accounting purposes, assumes TSR and ROCE elements vest at acombined rate of 50% of the total award.
Share price growth of 5% per annum is assumed over the three year performance period.

Maximum vesting assumes both TSR and ROCE elements vest in full, producing a 100% vesting. Share price growth of 10% per annum is assumed over the three year

performance period.

At the end of the performance period for the 2005 L TIP grant, which vested in 2008, the Company was ranked twelfth out of the 15 companiesin the TSR comparator group

(0% vesting) and ROCE was 39.4% (50% vesting). Thetotal vesting was therefore 50%. The 50% of the award which did not vest |apsed.

The LTIP vesting history is set out in the table below. Prior to the 2005 award vesting history is based on an earlier LTIP plan, the last award under which was made in

2004.

Vesting history of LTIP awards

Per centage of award vesting

Year of grant Performance period ROCE TSR Total
2002 January 2002 to December 2004 233 230 46.3
2003 January 2003 to December 2005 300 349 64.9
2004 January 2004 to December 2006 30.0 34.9 64.9
2005 January 2005 to December 2007 50.0 0.0 50.0
2006 January 2006 to December 2008 41.3 15.0 56.3

We do not award additional sharesfor the dividends that were paid during the three year performance period on those shares that vest.
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Share Awards

The table below sets out the position of those share based awards made to executive directors (as at 31 August 2009) under remuneration arrangements at 1 January

2008 and 31 December 2008.

ABP, OATTV BonusPlan and LTIP Awards

Awards Awards Awards Market priceat Market Price at
granted vesting lapsing At 31 December  dateawards  dateawards
At 1January 2008  during year duringyear  during year 2008 grantedt vested
Number Number Number Number Number Pence Pence Vesting Date
Andrew Moss
Avivalong Term Incentive Plan 2005
— 2005 102,803 - 51,401 51,402 - 633.5 635.5 March 2008
— 2006 87,804 - - - 87,804 814.0 - March 2009
— 2007 136,540 - - - 136,540 778.5 - March 2010
— 2008 - 253,289 - - 253,289 617.5 - March 2011
AvivaDeferred Bonus Plan
— 2005 61,408 - 61,408 - - 633.5 635.5 March 2008
AvivaAnnual Bonus Plan
— 2006 47,648 - - - 47,648 814.0 - March 2009
— 2007 64,273 - - - 64,273 778.5 - March 2010
— 2008 - 93,567 - - 93,567 617.5 - March 2011
One Aviva Twice the Value Bonus Plan
— 2008 - 93,567 - - 93,567 598.0 - March 2011
Philip Scott
Avivalong Term Incentive Plan 2005
— 2005 116,822 - 58,411 58,411 - 633.5 635.5 March 2008
— 2006 95,121 - - - 95,121 814.0 - March 2009
— 2007 107,282 - - - 107,282 778.5 - March 2010
— 2008 - 140,625 - - 140,625 617.5 - March 2011
AvivaDeferred Bonus Plan
— 2005 68,690 - 68,690 - - 633.5 635.5 March 2008
AvivaAnnual Bonus Plan
— 2006 47,138 - - - 47,138 814.0 - March 2009
— 2007 58,647 - - - 58,647 778.5 - March 2010
— 2008 - 70,312 - - 70,312 617.5 - March 2011
One Aviva Twice the Value Bonus Plan
— 2008 - 52,734 - - 52,734 598.0 - March 2011
Mark Hodges
AvivalLong Term Incentive Plan 2005
— 2005 35,0467 - 17,523 17,523 - 633.5 635.5 March 2008
— 2006 44,207 - - - 44,207 814.0 - March 2009
— 2007 56,892 - - - 56,892 778.5 - March 2010
— 2008 - 97,4506 - - 97,450 617.5 - March 2011
AvivaDeferred Bonus Plan
— 2005 34,3447 - 34,344 - - 633.5 635.5 March 2008
AvivaAnnual Bonus Plan
— 2006 32,725 - - - 32,725 814.0 - March 2009
— 2007 37,366 - - - 37,366 7785 - March 2010
— 2008 - 55,7856 - - 55,785 617.5 - March 2011
One Aviva Twice the Value Bonus Plan
— 2008 - 41,8386 - - 41,838 598.0 - March 2011
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Notes

1 The actual price used to calculate the ABP and LTIP awardsis based on athree-day average price. Thesewerein 642 pencein 2005; 820 pence in 2006; 769 pencein
2007 and 608 pence in 2008. Thethree-day average price used to grant the 2008 OATTV award was 617 pence.

2. The performance period for all awards begins at the commencement of the financial year in which the award is granted.

3. The performance conditions for awards granted and vested during 2008 are explained elsewhere in this report.

4. The money value of awards will be calculated by multiplying the relevant number of shares by the market price at the date of vesting.
5. The award date for the awards which vested in 2008 was 24 March 2005.

6. These awards were granted to Mark Hodges before he was appointed to the board, and were held at the date of his appointment.

7. These awards were released to Mark Hodges before he was appointed to the board, and were not held at the date of his appointment.
Performance Graph

The table below compares our TSR performance over the past five years with the TSR of the FTSE 100 Return Index. This index has been chosen because it is a
recognised equity market index, of which Avivaisamember.

The compani es which comprise the current LTIP comparator group for TSR purposes were chosen on the basis of product and geographic match to Avivaand are set
out in“—Total Shareholder Return Targets’ above. The TSR graph for the comparator group has been plotted using the 20 companies (including Aviva) in the comparator
group for pre-2005 grants, the 15 companies (including Aviva) in the comparator group for 2005-07 grants and the 16 companies (including Aviva) in the comparator group for
the 2008 grant.

Aviva plc five-year TSR performance against the FTSE 100 Index and the comparator group
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Executive Directors Service Contracts

Service contracts agreed with each executive director incorporate their terms and conditions of employment. Contracts were reviewed during 2006 and new contracts
issued, bringing them into line with good market practice, particularly in respect of mitigation and phased payments. The aim isto strike a fair balance between the Company’s
and the employee’sinterests taking into account good market practice. The key terms are set out in the table below.

Executive directors’ (asat 31 August 2009) key terms and conditions of employment

Provision Palicy
Notice period

By the director 6 months

By the Company 12 montbhs, rolling. No notice or payment in lieu to be paid where the Company terminates for cause.
Termination payment Pay inlieu of notice up to a maximum of 12 months' basic salary. Thismay be increased by a

discretionary redundancy payment (where appropriate) but any such further termination payment is
capped at 12 months' basic salary.
Any amount is subject to phased payment and mitigation requirements.

Remuneration and benefits Asdescribed in this Report. The operation of the ABP, the OATTV bonus plan and LTIP plansis at
the Company’ s discretion and, in the case of the long term savings plans, at the trustees’ discretion.

Expenses Reimbursement reasonably incurred in accordance with their duties.
Holiday entitlement 30 working days plus public holidays.
Sickness In line with senior management termsi.e. 100% basic salary for 52 weeks, and 75% thereafter.
Non-compete During employment and for six months after leaving.
Contract dates Director Date current contract commenced
Andrew Moss 1 January 2007
Philip Scott 15 November 2006
Mark Hodges 26 June 2008

Shar e Owner ship Requirements

A requirement was introduced in 2005 that the Chief Executive and any executive directors should build, over a five year period, a shareholding in the Company
equivalent to 175% of basic salary and 150% of basic salary respectively. Shares held in compulsory bonus deferrals and performance shares held in unvested LTIPs are not
taken into account in applying this test.

As at 31 December 2008, based on that day’s closing share price of 390p, Mr Moss' shareholding of 176,067 shares represented 74% of his basic salary of £925,000
(his holding of 73,208 shares at 1 January 2008 represented 30.8% of his basic salary of £925,000 using the 31 December 2008 share price). Mr Scott’s sharehol ding of 400,973
shares represented 261% of his basic salary of £600,000 (his holding of 291,106 shares at 1 January 2008 represented 189%) and Mr Hodges shareholding of 100,086 shares
represented 75% of his basic salary of £520,000 (his holding of 79,873 shares at 26 June 2008 represented 59.9%).

201




External Board Appointments

We recognise that senior executives can benefit from serving in a personal capacity as a non-executive director (“NED”) of non-Aviva Group companies. However,
executive directors should take account of the time commitment required by a NED position and ensure any such role does not impact their ability to carry out fully their
executive duties. The Company therefore has a policy of typically allowing senior executivesto serve asaNED of one external company, subject to approval by the Board, and
to retain any board fees.

The only executive director who held an external NED appointment during 2008 was Philip Scott who was appointed to the Board of Diageo plc on 17 October
2007. Asan NED and chairman of the Audit Committee of Diageo plc Mr Scott received fees totalling £90,000 in 2008. Philip Scott is due to be appointed as a non executive
director and chairman of the Risk Committee of The Royal Bank of Scotland plc on 1 November 2009.

All-Employee Share Plans

Executive directors are eligible to participate in a number of HM Revenue & Customs (“HMRC") approved all-employee share plans on the same basis as other
eligible employees.

These plans include a share element of the Aviva All-Employee Share Ownership Plan (“AESOP”). Under this plan, eligible employees can receive up to a maximum of
£3,000 per annum in shares based upon the profits of the Company’s UK businesses. The shares are free of tax subject to a retention period. In addition, the partnership
element of the AESOP, which the Company also operates, allows participants to invest up to £125 per month out of their gross salary in the Company’s shares. Thereis no
matching to thisinvestment by the Company.

The Aviva Savings Related Share Option Scheme (“SAYE”) allows eligible employees to acquire options over the Company’s shares at a discount of up to 20% of
their market value at the date of grant. In order to exercise these options, participants must have saved through a three, five or seven-year HMRC approved savings contract,
subject to amaximum savings limit of £250 per month.

Details of holdings under these plans can be found below.
Dilution

Awards granted under the Aviva employee shares plans are met by the funding of an employee trust administered by an external trustee that acquires sharesin the
market. New issue shares will only be used where it is not possible to use trust shares and the funding policy is kept under review by the Remuneration Committee and the
Board. Details of the shares currently held in the employee trusts are set out in Item 18, “Financial Statements— Note 30 — Shares held by employee trusts”.

During November 2008 aloan of £32 million was made to RBC Trustees (Cl) Limited to ensure sufficient shares were available to meet its ongoing liabilities.
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Non-executive directors (NEDs)

The NEDs, including the chairman, have | etters of appointment which set out their duties and responsibilities. The key terms of the appointments are set out in the

table below.

Provision Policy

Period Three-year term which can be extended by mutual consent.

Termination By the director or the Company giving the other one month’s written notice without compensation.
Fees As described below.

Expenses Reimbursement of travel and other expenses reasonably incurred in the performance of their duties.

Time commitment

Between 25 and 50 days per annum depending upon Board and committee requirements and corporate activity.

Non-compete

During term of directorship and for six months after leaving.

Appointment dates Director Date of |ast appointment Date appointment ends/ended
Guillermo delaDehesa 30 May 2006 31 December 2008
Wim Dik 7 December 2008 29 April 2009
Mary Francis 1 October 2008 AGM 2012
Richard Karl Goeltz 3 May 2007 31 May 2010
Carole Piwnica 8 May 2006 AGM 2012
Lord Sharman 14 January 2008 AGM 2011
Russell Walls 3 May 2007 31 May 2010
Nikesh Arora 1 July 2007 5 August 2009
Scott Wheway 5 December 2007 AGM 2010
Euleen Yiu Kiang Goh 1 January 2009 AGM 2012
Leslie Van de Walle 6 May 2009 AGM 2010

It is the Company’s policy to set the fees paid to its chairman and NEDs taking account of the median market payments in international companies of similar size and
complexity. NEDs receive a basic annual fee in respect of their Board duties. A further fee is paid to NEDs (other than the chairman) in respect of membership and, where
appropriate, chairmanship of Board Committees.

Fees are reviewed annually and are set by the Board to attract individuals with the required range of skills and experience. In determining the level of fees paid to the
NEDs the Board receives recommendations from the executive directors, who consider the NEDs duties and responsibilities, together with the time commitment required in
preparing for and attending meetings, and the amounts paid by competitors and similar-sized companies.

The chairman and NEDs do not participate in any incentive or performance plans or pension arrangements.

The Company’s Articles of Association provide that the total aggregate remuneration paid to the chairman and NEDs will be determined by the Board within the limits
set by shareholders. The current aggregate limit of £1.5 million was approved by shareholders at the Company’s 2005 Annual General Meeting. The amount paid in 2008 was
£1.23 million. Executive directors are remunerated under their service contracts and receive no additional fee for serving as directors.
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NED fees payable from 1 April 2008 are set out in the table below.

Chairman £495,000
Board membership fee £63,000
Additional fees are paid asfollows:
Senior independent director £20,000
Committee Chairman
— Audit £35,000 (inclusive of committee membership fee)
— Remuneration £20,000 (inclusive of committee membership fee)
— Risk and Regulatory £17,500 (inclusive of committee membership fee)
Committee Membership
—Audit £10,000
— Remuneration £10,000
— Nomination £5,000
— Risk and Regulatory £5,000
— Corporate Social Responsibility £5,000

Directors' service contracts and letters of appointment are available for inspection at the Company’s registered office during normal hours of business.
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Directors remuneration in 2008

The table below sets out the remuneration paid or payable to the directors (as at 31 December) in respect of the year to 31 December 2008. This section (Directors
remuneration in 2008) and those sections headed “ Executive directors pension arrangements” and “ Share incentive plans’ along with their associated footnotes have been
subject to audit.

Basic salary/fees Bonusest ACAP2 Benefits3 Tota
2008 2008 2008 2008 2008

£'000 £'000 £'000 £'000 £'000
Chairman
Lord Sharman 490 - - 15 505
Executivedirectors
Andrew Moss 914 752 463 91 2,220
Philip Scott 593 488 - 35 1,116
Mark Hodges* 463 532 208 99 1,302
Non-executive directors
Guillermo de la Dehesa 109 - - - 109
Wim Dik 95 - - - 95
Mary Francis 99 - - - 9
Richard Karl Goeltz 94 - - - 9
Carole Piwnica 87 - - - 87
Russell Walls 107 - - - 107
Nikesh Arora 69 - - - 69
Scott Wheway 7 - - - 7
Other member s of the Executive Committee (not included above) 3,109 4513 252 838 8,712
Total emoluments 6,306 6,285 923 1,078 14,592
Notes
1. Bonuses show the value at the date of award inclusive of the two thirds of bonus which Aviva requires its executive directors to defer into Aviva shares for three
years.
2. During the year, shares granted to certain former executive directors under the Company’sincentive plans vested. Details of these awards were fully disclosed in the
year of grant.
3. “Benefits’. All the executive directors received life assurance benefits during the year that relate to the cost incurred by the Company of insuring the directors’ lifeand

relevant spouses’ benefits which, had the director died during the year, could not have been wholly paid by the pension scheme and would therefore have been met by the
Company had the insurance not been in place. The disclosure also includes the cost of private medical insurance and, where appropriate, accompanied travel, accommodation
and car benefits. All the numbers disclosed include the tax charged on the benefits. No directors received an expense allowance during the year.

4. Mark Hodges 2007 datais not disclosed as he was not an executive director during the year. Mark Hodges' 2008 data shown above includes all sums paid to him
during 2008, not just those paid in respect of his services as adirector

5. For the purposes of the disclosure required by Schedule 6 to the Companies Act 1985 the total aggregate emoluments of the directors in respect of 2008 was £5.2
million (2007: £6.6 million, which included three executive directors who left in 2007). This reflects the total aggregate emoluments of Mark Hodges in respect of the period that
he served as adirector during the year, comprising basic salary of £269,000, bonus of £275,000 and benefits of £53,000.

6. No compensation payment for loss of office was made to any director, or former director, during the year.

7. Annual bonuses are one-third paid in cash and two-thirds deferred into shares for three years.
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Fees earned in 2008 by the NEDs (as at 31 December 2008) are set out in the table below.

Feesasnon- Committee Chairman / Member ship
executive
Chairman of
Board Senior theGroup’s Corporate
membership independent operationsin Social Risk and
fees director Spain Remuneration Audit Nomination Responsibility Regulatory Total fees
Lord Sharman £490,000 - - - - - - - £490,000
Nikesh Arora £62,250 - - - - £2,126 - £5,000 £69,376
Guillermo delaDehesa £62,250 — £38,941 — — £2,897 £5,000 - £109,088
Wim Dik £62,250 £20,000 - - - £2,897 £5,000 £5,000 £95,147
Mary Francis £62,250 — — £10,000 £10,000 — — £16,875 £99,125
Richard Goeltz £62,250 - - £20,000 £10,000 £2,126 - - £94,376
Carole Piwnica £62,250 — - £10,000 £10,000 - £5,000 - £87,250
Russell Walls £62,250 - - - £35,000 £5,000 - £5,000 £107,250
Scott Wheway £62,250 — - £10,000 — - £5,000 - £77,250

Following areview in March 2008 of Aviva's fees against market benchmarks the following changesin NEDs emoluments were made with effect from 1 April 2008:

The

The chairman’s fee was increased from £475,000 per annum to £495,000 per annum (an increase of 4.2%).

Board membership fees were increased from £60,000 per annum to £63,000 per annum (an increase of 5%).

The fee for chairing the Risk and Regulatory Committee (inclusive of membership fee) was increased from £15,000 per annum to £17,500 per annum (an increase of
16.7%).

Other fees remained unchanged.

following changes to NED responsibilities took place during the year:

Guillermo de la Dehesa ceased to be a member of the Nomination Committee from 29 July 2008 and retired from the Board and Corporate Social Responsibility
Committee from 31 December 2008.

Wim Dik ceased to be a member of the Nomination Committee from 29 July 2008 and retired as Senior Independent Director on 31 December 2008. He remains a
member of the Corporate Social Responsibility and Risk and Regulatory Committees.

Richard Goeltz, senior independent director since 1 January 2009, joined the Nomination Committee from 29 July 2008.

Nikesh Arorajoined the Nomination Committee from 29 July 2008.

Senior executives remuneration

The total compensation paid during the year ended 31 December 2008 to key management personnel, being those having authority and responsibility for planning,

directing and controlling the activities of the Company, including the Company’s executive directors and NEDs (as required to be disclosed by International Accounting

Standard

24) was £53 million (2007: £60 million), and is set out in Item 18, “Financia statements — Note 53 — Related party transactions’.
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Executive directors pension arrangements

The positions of the executive directors (as of 31 December 2008) with respect to accumulated pension benefits under the defined benefits section of the ASPS is set

out in the table below.

Andrew Mosst Philip Scott2 Mark Hodges3
£'000 £'000 £'000
Accrued annual pension at 1 January 2008 20 376 81
Increase in accrued annual pension during the year as aresult of inflation 1 19 -
Accrued annual pension at 31 December 20084 21 395 81
Employee contributions during the years - 30 -
Transfer value of accrued pension at 31 December 2007 248 5,609 549
Transfer value of accrued pension at 31 December 2008 231 6,300 660
Change in transfer value during the period |ess employee contributionss (17) 661 111
Age at 31 December 2008 (years) 50 54 43
Notes
1. Mr. Moss ceased accrua in the ASPS with effect from 31 March 2006, and as aresult, his post March 2006 Pension Benefit was £19,556 per annum. Thiswill increasein

line with deferred pensions (the lower of theincreasein RPI or 5%) subject to the life time allowance. At 31 December 2008 it had increased to £21,042 per annum.

Mr. Scott has been accruing benefits in the A SPS since before June 1989, so was not therefore subject to the HMRC' s Earnings Cap. Following pensions’ simplification
Mr Scott registered with HMRC for enhanced protection. He remains amember of the scheme and continues to accrue benefits as aresult of salary increases. However,
he is not accruing benefits as a result of additional service. Mr Scott’s pension will be based upon his final pensionable salary and years of service at retirement,
subject to an overriding limit of two-thirds of final pensionable salary. Mr Scott has a pre-existing commitment that were he to retire up to two years before his normal
retirement age of 60, then he would receive a non-discounted pension. This commitment was entered into prior to the publication of ABI Guidelinesissued in December
2006, which made reference to early retirement terms for directors.

Mr Hodges ceased accrua in the ASPS with effect from 31 March 2006, and as aresult, his post March 2006 Pension Benefit was £75,000 per annum. Thiswill increase
in line with deferred pensions (the lower of theincreasein RPI or 5%). Mr Hodges was appointed as an executive director from 26 June 2008. His benefits shown above
aretherefore as at that date (not 1 January 2008) and as at 31 December 2008. At 31 December 2008 his “accrued pension” was £80,700 per annum.

The “accrued pension” isthe amount of annual pension to which the Directors would have been entitled to at age 60, had they left service at 31 December 2008.
Members of the defined benefit section of the ASPS made a contribution of 5% of their pensionable salary.

The change in transfer values over the year include the effect of changes made by the trustee of the ASPS to the assumptions used in respect of changes to market
values and expected future investment returns. The trustees changed the long term financial and mortality assumptions for transfer values with an effective date of 1
July 2008. Transfer values represent the estimated liability on the Scheme to pay the stated level of benefits. They are not sums paid or due to a director, and do not
represent the true cost of providing the pension benefit.

No former directors received any increase in retirement benefits in excess of the amount to which they were entitled, on the later of the date when the benefits first
became payable, or 31 March 1997.
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ShareIncentive Plans

Details of the directors who held executive office for any part of the year ended 31 December 2008, and hold or held options to subscribe for ordinary shares of the
Company or hold or held awards over shares in the Company, pursuant to the Company’s share-based incentive plans, are set out in the table below.

Savings related share optionsin the table refer to options granted under the HMRC approved SAY E. Options are normally exercisable during the six month period
following the end of the relevant (three, five or seven year) savings contract.

Atl Optionsgranted Optionsexercised Optionslapsing At 31

January 2008 during year during year duringyear December 2008 Exercise Price Exercise

Number Number Number Number Number Pence Period

Andrew M oss 3,279 - - - 3,279 491.0 December 2010 —
Savings related options 2005 May 2011
Philip Scott - 2,341 - - 2,341 4100 December 2011 -
Savings rel ated options 2008 May 2012
Mark Hodges 1,705 - - - 1,705 563.0 December 2010 —
Savings rel ated options 2007 May 2011

Notes

The mid-market price of an ordinary share in the Company on 31 December 2008, being the last business day of the year, was 390.0 pence, and the mid-market prices during the
year ranged from 670.0 pence to 245.3 pence. During the year, no share options were exercised by directors.
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Directors’ Interestsin Aviva Shares

The interests held by each person who was a director at 31 August 2009 in the ordinary shares of 25 pence each in the Company are shown in the table below. All the
disclosed interests are beneficial. The table also summarises the interests in shares held through the Company’s various all-employee and executive share schemes. Details of
the options and long term incentive awards are shown above.

At 31 August 2009 BonusPlan Long term Incentive
Sharest awards? awards3 OATTV4 Optionss

Mary Francis 1,800 - - - -
Richard Karl Goeltz 2,500 - - - -
Euleen Yiu Kiang Goh - - - - -
Mark Hodges 138,895 231,712 459,029 145,759 1,705
Andrew Moss 239,848 353,716 1,022,153 289,443 3,279
Carole Piwnica 2,500 - - - -
Philip Scott 501,800 256,013 599,469 148,025 2,341
Lord Sharman 32,626 - - - -
LedieVandeWalle - - - - -
Russell Walls 4,000 - - - -
Scott Wheway 13,579 - - - -
Total - Executive management

(other than directors above) 285,181 781,151 2,757,396 731,491 19,104
Notes
1 “Shares’ are the directors' beneficial holdings in the ordinary shares of the Company and in respect of the executive directors include shares held in trust under the

Company’s AESOP being shares purchased by them under the partnership element and shares granted under the free share element of the AESOP.

2. “Bonus Plan Awards’ relatesto entitlements to shares arising through the Aviva Annual Bonus Plan. Under this plan some of the earned bonuses are paid in the form
of shares and deferred for three years. The transfer of the shares to the director at the end of the period is not subject to the attainment of performance conditions but a
proportion of the shares can be forfeited if the executive |eaves service before the end of the period.

3. “Long Term Incentive Awards’ are awards granted under the LTIP which vest only if the performance conditions are achieved.

4. OATTYV awards are granted as a match to the bonus plan awards under the ABP and vest only if the performance conditions are achieved.
5. “Options” are options over shares granted under the SAYE.

6. Theinterests of connected persons to the Directors are included in the Directors’ interests above.
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Board of Directors Practices
TheBoard of Directors

The directors are responsible to shareholders for ensuring that the Company is appropriately managed and that it achieves its objectives. The Board of Directors
meets regularly to determine the strategic direction, to review the Company’s operating and financial performance and to provide oversight that the Company is adequately
resourced and effectively controlled. The specific duties of the Board of Directors are clearly set out in its terms of reference which address a wide range of corporate
governanceissues and list those items that are specifically reserved for decision by the Board of Directors. Matters requiring Board of Directors approval include:

— group strategy and business plans;

—acquisitions, disposals and other transactions outside delegated limits;
—financial reporting and controls;

— capital structure;

—dividend policy;

— shareholder documentation;

— the constitution of Board of Directors committees; and

— key business policies, including the remuneration policy.

The full terms of reference for the Board are available from the Group Company Secretary. Matters that are not specifically reserved to the Board of Directors and its
committees under its terms of reference, or to shareholdersin General Meeting, are delegated to the Group Chief Executive. The Board of Directors terms of reference also set
out those matters that must be reported to the Board of Directors, such as significant litigation or material regulatory breaches, and cover how matters requiring consideration
by the Board of Directors that arise between scheduled meetings should be addressed.

The Board of Directors and its committees operate in line with work plans agreed prior to the start of each year. At Board and committee meetings, directors receive
regular reports on the Group's financial position, risk management, regulatory compliance, key business operations and other material issues. Directors are fully briefed in
advance of Board and committee meetings on all matters to be discussed. The Group Company Secretary is responsible for following Board procedures and advising the Board
of Directors, through the chairman, on governance matters. All directors have access to the Group Company Secretary’s advice and services.

The Board of Directors has adopted a procedure whereby directors may, in the performance of their duties, seek independent professional advice at the Company’s
expense if appropriate. No director sought any such independent professional advice during 2008. During the year the members of the Remuneration Committee sought
independent advice from New Bridge Street Consultants on a review of senior executive remuneration. The terms of office and periods in which our senior management has
served is set out under “— The Directors”.

The Chairman and Group Chief Executive

The respective roles of the chairman and Group Chief Executive are set out in the Board of Directors terms of reference. The chairman’s priority is the management of
the Board of Directors and the Group Chief Executive's priority is the management of the Company. The chairman’s contractual commitment to the Company is two to three
days per week. During the year the chairman retired as the chairman of Aegisplc. For details on the chairman’sinterests outside the Company, see “— The Directors’.
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Senior Independent Director

The main responsibility of the senior independent director is to be available to shareholders should they have concerns that they have been unable to resolve
through normal channels, or when such channels would be inappropriate. The senior independent director is also responsible for leading the Board of Director’s discussion on
the chairman’s performance and the appointment of anew chairman, when appropriate. Richard Goeltz has served as the senior independent director from January 2009.

Review of effectiveness of the Group'sinternal controls

The Board has conducted areview of effectiveness of the Group's systems of internal control. The annual review has been supplemented by an additional review of
the adequacy and effectiveness of financial reporting controls across the Group. This additional review is being undertaken so that the Group will be able to meet the
requirement of the Sarbanes-Oxley Act 2002 for management to assess the effectiveness of internal controls over financial reporting, starting with the annual report for the year
ended 31 December 2010. The necessary actions have been or are being taken to remedy deficienciesidentified from our on-going review prior to our first required assessment
of internal controls over financia reporting for the year ended 31 December 2010. These actions are being monitored by the Risk and Regulatory Committee or the Audit
Committee as appropriate on behalf of the Board.

Board Committees

The Board of Directors has established the following standing committees to oversee and debate important issues of policy and oversight outside the main Board of
Directors meetings:

— Audit Committee;

— Nomination Committee;

— Risk and Regulatory Committee;

— Corporate Social Responsibility Committee; and
— Remuneration Committee.

Throughout the year the chairman of each committee provides the Board of Directors with a summary of the key issues considered at the meetings of the committees
and the minutes of the committee meetings are circulated to the Board of Directors. The committees operate within defined terms of reference, copies of which are available
from the Group Company Secretary upon request. Board committees are authorised to engage the services of external advisers as they deem necessary in the furtherance of
their duties at the Company’s expense.

Audit Committee

The purpose of the Audit Committee is to assist the Board in discharging its responsibilities for the integrity of the Company’sfinancial statements, the assessment
of the effectiveness of the systems of internal financial controls and monitoring the effectiveness and objectivity of the internal and external auditors. The full terms of
reference for the Audit Committee can be found on the Company’s website, www.aviva.com, and are also available from the Group Company Secretary. In summary the Audit
Committee is authorised by the Board of Directors under its terms of reference to investigate any activity within its terms of reference, seek information from any employee of
the Company and require all employees to co-operate with any request made by the Audit Committee, obtain external legal or independent professional advice from selected
advisers, dispatch of its business, adjourn and otherwise regulate its business, and to cause the Company to pay compensation to any registered public accounting firm or
advisers engaged for the purpose of preparing or issuing an audit report or performing other audit, review or attest services, and any other necessary expenses of the Audit
Committee, and to delegate any of itsduties asis appropriate and permitted.
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The following independent non-executive directors, served on the Audit Committee from 1 January 2008 to date:

Member Period From To
Russell Walls (Chairman) 1 July 2004 To date
Mary Francis 1 January 2007 To date
Richard Karl Goeltz 1 July 2004 To date
Euleen Yiu Kiang Goh 1 January 2009 To date
Carole Piwnica 24 September 2003 31 December 2008

The Audit Committee met on seven occasions in 2008. In addition, the Audit Committee held separate meetings with members of senior management for the purpose
of induction and training. The Group Company Secretary acts as the secretary to the Audit Committee. Russell Walls, a Fellow Chartered Certified Accountant, is a former
Group Finance Director of BAA plc, Wellcome plc and Coats Viyella plc. Richard Karl Goeltz is a former Chief Financial Officer of American Express Company and NatWest
Group plc. Euleen Yiu Kiang Goh, a Chartered Accountant and member of the Chartered Institute of Taxation, is a former Financial Controller of Pontiac Land and Chief
Executive of Standard Chartered Bank, Singapore.

The Group Chief Executive, Chief Financia Officer, Chief Audit Officer, Chief Accounting Officer, Chief Risk Officer and the external auditor normally attend, by
invitation, all meetings of the Audit Committee. Other members of senior management are also invited to attend as appropriate to present reports. It is the Audit Committee's
practice at each meeting to meet separately with the Chief Audit Officer and the external auditor without any members of management being present. In performing its duties,
the Audit Committee has access to the services of the Chief Audit Officer, the Group Company Secretary and external professional advisers.

The Audit Committee follows an agreed annual work plan. It reviews, with members of management and the internal and external auditors, the Company’sfinancial
announcements including the annual report and accounts to shareholders and associated documentation. It places particular emphasis on their fair presentation and the
reasonableness of the judgemental factors and appropriateness of significant accounting policies used in their preparation. At each meeting, the Audit Committee receives a
report from the Chief Audit Officer concerning the Company’s systems of internal financial control, including any significant new issues and actions taken on previously
reported issues. Twice each year, the Audit Committee receives reports on the adequacy of the Group’slife assurance and general insurance reserves. The Audit Committee
also reviews the annual work plan for the Group’sinternal audit function. The Audit Committee reports to the Board regarding the effectiveness of the Group’s overall systems
of internal financial control including the risk management systems in relation to the financial reporting process. The Audit Committee works closely with the Risk and
Regulatory Committee, which reviews the Company’s overall internal controls and risk management systems.

During the year the Audit Committee and the Risk and Regulatory Committee held a joint meeting in Paris with the chairman of the Aviva France audit
committee. This meeting allowed the Audit Committee to gain a deeper understanding of the relevant local issues and assess the effectiveness of the systems of internal
financial controls and the effectiveness and objectivity of theinternal and external auditorsin that business.

Each of our major business units has an audit committee that provides an oversight role for its business. The Chief Audit Officer, who also attends many of these
meetings, reviews the papers and minutes from these committees and brings all significant matters to the Audit Committee’s attention. In addition during 2008 the members of
the Audit Committee attended several business unit audit committee meetings including those in Aviva USA, Aviva U.K. Life, Aviva U.K. General Insurance, Aviva Canada,
AvivaFrance, Hibernian, Avivalnvestors and Avivaltaly.
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The Audit Committee receives reports from the external auditor and regularly holds discussions with both the internal and external auditors in the absence of
management. The chairman of the Audit Committee reports to the subsequent meeting of the Board on the Audit Committee’s work and the Board receives a copy of the
minutes of each meeting of the Audit Committee.

Internal audit

Our internal audit function reports to management on the effectiveness of the Company’s systems of internal controls, the adequacy of these systems to manage
business risk and to safeguard the Group’s assets and resources. The internal audit function is fully centralised and each country/region head has a full reporting line to the
Chief Audit Officer (with the exception of Delta Lloyd). Through the Chief Audit Officer, the internal audit function provides objective assurance on risks and controls to the
Audit Committee. The plans, the level of resources and the budget of the internal audit function are reviewed at least annually by the Audit Committee, which also undertakes
an annual review of the effectiveness of the Group’sinternal audit function against guidance criteria provided by the Institute of Chartered Accountantsin England and Wales
and by the Institute of Internal Auditors (“IIA”). This year the review has been undertaken by Pricewaterhouse Coopers to meet the IIA standards requiring that an
independent review of internal audit effectiveness be undertaken at least every five years. In addition, the Audit Committee is consulted in determining the objectives and
remuneration of the Chief Audit Officer.

External auditor

Ernst & Young LLP (Ernst & Y oung) was appointed auditor of the Company in 2001 having previously been the auditor of Norwich Union plc. Following the annual
external audit effectiveness review the Audit Committee concluded that the audit was fit for purpose and recommended that a re-tender process should not be undertaken in
2008 but that the relationship and the effectiveness of the auditor are kept under review. The audit signing partner changed as part of a rotation process in 2007. Ernst &
Y oung audits all significant subsidiaries of the Group as of 2008.

We introduced a revised external auditor policy on 1 January 2008 aimed at safeguarding and supporting the independence and objectivity of the external auditors.
The policy was updated to reflect current global best practice on auditor independence, and is in full compliance with al U.K., U.S. and International Federation of
Accountants (IFAC) rules. Therevised policy aimsto be simpler to interpret, providing greater clarity on what services may and may not be provided by our auditors.

The policy regulates the appointment of former audit employees to senior finance positions and sets out the approach we need to take when using the services of the
external auditor, including requiring that all services provided by the external auditor are pre-approved by the Audit Committee. It distinguishes between those matters where
an independent view is required and that should be performed by the external auditor (such as statutory and non-statutory audit and assurance work), prohibited services
where the independence of the external auditor could be threatened and therefore the external auditor must not be used, and other non-audit services where the external
auditor may be used. Non-audit services where the external auditor may be used include: non-recurring internal controls and risk management reviews (i.e. excluding
outsourcing of internal audit work), advice on financial reporting and regulatory matters, due diligence on acquisitions and disposals, project assurance and advice, tax
compliance services, and employee tax services.

Annually, the Audit Committee reviews a formal letter provided by the external auditor confirming its independence and objectivity within the context of applicable
regulatory requirements and professional standards.
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During the year, the Audit Committee performed its annual review of the independence, effectiveness and objectivity of the external auditor; assessing the audit firm,
the audit partner and audit teams. The process was conducted by means of a questionnaire, completed Group-wide by members of senior management, members of the Group's
finance community and members of the Audit Committee. The questionnaire sought opinions on the importance of certain criteria and the performance of the auditor against
those criteria. Based on this review, the Audit Committee concluded that the audit service of Ernst & Young was fit for purpose and provided a robust overall examination of
the Group’s business and the risks involved.

Nomination Committee

The main purpose of the Nomination Committee is to assist the Board by keeping the composition of the Board under review and conducting a rigorous and
transparent process when making or renewing appointments of directors to the Board. It also advises the Board on issues of directors' conflicts of interest and independence.
The full terms of reference for the Nomination Committee can be found on the Company’s website, www.aviva.com, and are also available from the Group Company Secretary.

Thefollowing directors served on the Nomination Committee from 1 January 2008 to date:

Member Period From To
Lord Sharman (Chairman) 25 January 2006 To date
Nikesh Arora 29 July 2008 5 August 2009
Guillermo de laDehesa 21 June 2000 29 July 2008
Wim Dik 26 April 2004 29 July 2008
Richard Goeltz 29 July 2008 To date
Andrew Moss 12 July 2007 To date
Russell Walls 23 January 2007 To date

The Nomination Committee met on two occasions in 2008. Nikesh Arora and Richard Goeltz were appointed as members of the Nomination Committee on 29 July
2008. The Group Company Secretary acts as the secretary to the Nomination Committee.

The Nomination Committee keeps under review the balance of skills on the Board and the knowledge, experience, length of service and performance of the directors. It
also reviews their external interests with a view to identifying any actual, perceived or potential conflicts of interests, including the time available to commit to their duties to
the Company. The Nomination Committee monitors the independence of each non-executive director and makes recommendations concerning such to the Board. The results
of these reviews are important when the Board considers succession planning and the re-election and reappointment of directors and members of the Nomination Committee
take no part in any discussions concerning their own circumstances.

During the year the Board accepted the Nomination Committee's recommendations that Mark Hodges and Euleen Yiu Kiang Goh join the Board. Mark Hodges was
appointed as an executive director of the Board, increasing the number of executive directors to three. The appointment of Euleen Yiu Kiang Goh as a new non-executive
director from 1 January 2009 also helps to maintain the balance of the Board in the context of the retirement of Wim Dik during 2009. In respect of Ms Goh's appointment the
Nomination Committee engaged a search agency to help it identify suitable candidates with the skills and capabilities required and to assist with the preparation of an
interview list.

In line with the Combined Code requirement the Board undertook a review of the effectiveness of al its committees during the year, including the Nomination
Committee.
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Risk and Regulatory Committee

The purpose of the Risk and Regulatory Committee is to assist the Board in providing leadership, direction and oversight with regard to our risk and regulatory
policies and procedures, including those related to compliance, risk management, compliance, financial malpractice and internal controls. The Risk and Regulatory Committee
also monitors the Group's risk exposures relative to appetite. The full terms of reference for the Risk and Regulatory Committee can be found on the Company’s website,
www.aviva.com, and are also available from the Group Company Secretary.

The following independent non-executive directors served on the Risk and Regulatory Committee from 1 January 2008 to date:

Member Period From To
Mary Francis (Chairman) 14 January 2006 To date
Nikesh Arora 1 July 2007 5 August 2009
Wim Dik 14 January 2006 29 April 2009
Russell Walls 14 January 2006 To date

The Risk and Regulatory Committee held separate meetings with members of senior management and Ernst & Y oung for the purposes of induction and training. The
Group Company Secretary acts as the secretary to the Risk and Regulatory Committee.

The Group Chief Executive, Chief Financial Officer, Chief Audit Officer, Chief Risk Officer, Group Regulatory Director and the external auditor normally attend, by
invitation, all meetings of the Risk and Regulatory Committee. Other members of senior management are also invited to attend as appropriate to present reports. It is the Risk
and Regulatory Committee’s practice at each meeting to meet separately with the Chief Audit Officer and the external auditor without any members of management being
present. In performing its duties, the Risk and Regulatory Committee has access to the services of the Chief Audit Officer, the Chief Risk Officer, the Group Regulatory
Director and the Group Company Secretary and external professional advisers.

During the year the work of the Risk and Regulatory Committee fell into the following broad areas:

Risk management

The Risk and Regulatory Committee’s oversight focused on: continuing to improve our framework for identifying, monitoring and mitigating risks, ensuring that key
financial risks— especially market and credit risks — were being identified and managed effectively; ensuring that operational risks, especialy in IT and business protection and
continuity, were well monitored and controlled; and monitoring how risk is managed at local and regional level within the Group through presentations from business unit
leaders and risk teams. Financia risk and capital management issues occupied the largest part of the Risk and Regulatory Committee'stime during the year, and are likely to
continue doing so for the foreseeabl e future.

Regulation and compliance

The Risk and Regulatory Committee works with management to ensure that we have a constructive relationship with our lead regulator in the U.K., the FSA, and with
the local regulators who oversee its businesses worldwide. During the year the Risk and Regulatory Committee received regular reports on ongoing compliance issues and
regulatory and other public policy initiatives. In particular, the Committee monitored the actions being taken by management in relation to the Risk Mitigation Programme
agreed with the Financial Services Authority; encouraged measures to strengthen oversight of the Group’s compliance functions outside the UK; and received presentations
on the Group's Treating Customers Fairly programme in the U.K. and global customer centricity initiative.
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Group Internal Audit

Our Internal Audit function provides the Risk and Regulatory Committee with independent and objective assurance over the appropriateness, effectiveness and
sustainability of the Company’s system of internal controlsin place to mitigate significant risks. Our Internal Audit plan is based on arobust and structured planning process
using a risk based methodology that allows for quarterly updates to reflect changes to the Company’s risk profile. Key control issues reported by Group Internal Audit to
management and to the Risk and Regulatory Committee members are monitored on a quarterly basis until the risk exposure has been properly mitigated. Reports on financial
malpractice are also presented to the Risk and Regulatory Committee including incidence of fraud, anti-money laundering procedures and, at least on an annual basis,
arrangements whereby persons can report in confidence any concerns about lack of probity (whistleblowing).

During the year the Risk and Regulatory Committee and the Audit Committee held a joint meeting in Paris with the chairman of the Aviva France audit
committee. This meeting allowed the Risk and Regulatory Committee to gain a deeper understanding of the relevant local issues and assess how the Group’s risk management
framework, and regulatory policies and procedures were being embedded in the business.

The chairman of the Risk and Regulatory Committee reports at the subsequent meeting of the Board on the Risk and Regulatory Committee's work and the Board
receives a copy of the minutes of each meeting of the Risk and Regulatory Committee.

Corporate Responsibility Committee

The purpose of the Corporate Responsibility Committee is to provide guidance and direction to the Group's corporate responsibility (CR) programme, review the key
CR risks and opportunities and to monitor progress. The full terms of reference for the Corporate Responsibility Committee can be found on the Company’s website,
www.aviva.com, and are also available from the Group Company Secretary.

The following directors served on the Corporate Responsibility Committee from 1 January 2008 to date:

Member Period From To

Wim Dik (Chairman from January 2006) 14 January 2006 29 April 2009
Guillermo de laDehesa 14 January 2006 31 December 2008
Andrew Moss 12 July 2007 To date

Carole Piwnica (Chairman from 1 January 2009) 14 January 2006 To date

Lord Sharman 14 January 2006 To date

Scott Wheway 5 December 2007 To date

Euleen Yiu Kiang Goh 1 January 2009 To date

Prior to 25 March 2009, the Corporate Responsibility Committee was named the Corporate Social Responsibility Committee. The Corporate Socia
Responsibility Committee met on three occasionsin 2008. The Group Company Secretary acts as the secretary to the Corporate Social Responsibility Committee.
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During the year the Corporate Social Responsibility Committee reviewed and approved the content and scope of the Company’s 2008 CR Report, monitored the
management of the CR risks affecting the Group and helped establish a process by which region’s could report performance and progress to the Corporate Social
Responsibility Committee. The Corporate Social Responsibility Committee reviewed each region’s performance and progress during the year. During the Board' s visit to the
Group's French operations in September 2008 the Corporate Social Responsibility Committee held a meeting with the senior managers responsible for CSR. The meeting
alowed the Corporate Social Responsibility Committee to gain a deeper understanding of the relevant local issues and assess how CSR was being embedded in the business.
The Committee received ongoing updates on the Group’s key CR programme activities, including climate change, community investment, diversity and external benchmarking.
The Corporate Social Responsibility Committee also reviewed the Group's carbon offset projects as part of Management’s commitment to be carbon neutral on aglobal basis.

Aviva's chairman, the chairman of the Corporate Social Responsibility Committee and a non-executive director committee member participated in the Group’s annual
CSR conference that took place in September 2008. Members of the Corporate Social Responsibility Committee are interviewed as part of the external assurance process of the
CR programme and the subsequent management report, including Avivas action plan, are reviewed by the Corporate Social Responsibility Committee to assist the
strengthening and future direction of the programme.

In line with the Combined Code requirement the Board undertook a review of the effectiveness of al its committees during the year, including the Corporate Social
Responsibility Committee.

Remuneration Committee

The Remuneration Committee is a committee of the Board. Itsterms of reference are available from the Group Company Secretary and can be found on the Company’'s
website www.aviva.com. In summary the Remuneration Committee is authorised by the Board of Directors to investigate any activity within its terms of reference, obtain
external legal or independent professional advice from such advisors as the committee selects from time to time, dispatch of its business, adjourn and otherwise regulate its
meetings asit seesfit and to delegate any of its duties as is appropriate. The Remuneration Committee’ s key objectives are to:

Establish a competitive remuneration package to attract, retain and motivate scarce, high quality leaders;

Promote the achievement of both the Company’s annual plans and its strategic objectives by providing a remuneration package that contains appropriately
motivating targets; and

Align senior executives remuneration with the interests of shareholders and other stakeholders, including customers and employees.

The Remuneration Committee' s main responsibilities are to:

Recommend to the Board the Group’s remuneration policy for the executive directors and members of senior management, covering basic salary, bonus, long term
incentives, retirement provisions, long term wealth creation and other benefits;

Strike an appropriate balance between (i) the fixed and variable and (ii) the cash, equity and equity related components of the total remuneration package;

Ensure the remuneration package is congruent with, and provides the incentives to realise, short and long term goals;

Review and determine the terms of employment and remuneration of the individual executive directors, including any specific recruitment or severance terms;
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Assess and, within the broad policy from time to time approved by the Board, determine the remuneration terms of the chairman of the Board,;

Recommend to the Board the establishment of any employee share plans and exercise al the Board's powers in relation to the operation of all share and incentive
plans, including the granting of awards, the setting and testing of performance conditions (where appropriate), and any discretion on behalf of the Board regarding
any material amendments to the plans’ rules not requiring the approval of shareholders; and

Select, appoint and determine terms of reference for independent remuneration consultants to advise the Remuneration Committee on remuneration policy and levels
of remuneration.

The following independent non-executive directors served on the Remuneration Committee from 1 January 2008 to date:

Member Period From To

Richard Karl Goeltz (Chairman from January 2006) 3 May 2004 1 January 2009
Mary Francis 25 January 2006 To date
Carole Piwnica 25 January 2006 To date

Scott Wheway (Chairman from 1 January 2009) 5 December 2007 To date

We announced on 4 December 2008 the appointment of Mr Goeltz as its Senior Independent Director with effect from 1 January 2009. From the same date Mr Goeltz
ceased to be amember of the Remuneration Committee and Mr Wheway succeeded him as chairman.

The Remuneration Committee met on nine occasionsin 2008.

The Remuneration Committee meetings are attended by the Group Chief Executive (other than when his own remuneration is being discussed) and John Ainley, the
Group Human Resources Director. The Group Company Secretary acts as secretary to the Remuneration Committee. The chairman attends when discussing the remuneration
of the Chief Executive.

The Remuneration Committee was advised in 2008 by David Hope, the Group Human Resources Strategy Director, on market practice and the alignment of reward
arrangements to business strategy and by the Chief Accounting Officer on matters relating to the performance measures and targets for the Group's incentive plans. Tim
Harris held that role for part of 2008 and was succeeded by David Rogers in October 2008.

In addition, the Remuneration Committee appointed New Bridge Street Consultants (NBSC) to advise them on areview of senior executive remuneration (see below).
NBSC provided no other material assistance to the Company in 2008. Deloitte LLP, which provided other services to the Group in 2008, advised the Remuneration Committee
on the calculation of Total Shareholder Return (TSR) in respect of the Long Term Incentive Plan (LTIP) vesting. The Group Company Secretary and Linklaters LLP (Linklaters)
advised the Remuneration Committeein relation to the operation of the Company’s share plans. Linklaters provided other legal services to the Company during 2008.

In line with Combined Code requirements, the Board undertook areview of the effectiveness of the Remuneration Committee during the year. Additionally, the
Remuneration Committee reviewed its own performance and agreed steps to enhance its effectiveness.

Remuneration Committee activities during 2008
The Remuneration Committee is required by its Terms of Reference to meet at least three times per year and has a standing calendar of items within its remit. In

addition to these standing items, the Remuneration Committee discusses matters relating to the operation of the remuneration policy and emerging market practices. In 2008 the
Remuneration Committee met nine times and discussed, amongst others, the issues set out in the table below:
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M eeting Standing agendaitems Other agendaitems
January - None - Consideration of proposals for the creation of a“OneAviva
TwicetheVaue’ Bonusplan (OATTV)
February - A review of executive directors basic salaries and benefitsin kind - Approval of revised proposalsfor the OATTV plan
(Twice) - Consideration and approval of executive directors bonus awards for 2007 and
approval of share awards under the Annual Bonus Plan (ABP)
- A review and approval of LTIP grants to the executive directors and approval of
the performance conditions for the 2008 grants
- A performance test of subsisting LTIP grants
- A decision on the operation of the UK’s All Employee Share Ownership Plan
and the Hibernian’s All Employee Share Scheme
- A review of dilution limits
- A review and approval of recommendations on contributionsinto the Aviva
Capital Accumulation Plan (ACAP)
- Approval of the 2007 Directors’ Remuneration Report
April - None - A review and approval of grantsunder the OATTV plan
June - None - Approval of Mark Hodges' appointment terms as an
executive director.
July - Approval of the performance targets for the US Long Term Incentive Plan - A review of the proposed Avivalnvestors' reward strategy
- A review of executive directors’ bonus targets following arebase for exchange - Consideration of executive directors’ 2008 bonus targets
rates and capital assumptions
- Approval of aninvitation to UK employeesto participatein a Save as You Earn
scheme
IAugust - None - Further consideration of executive directors’ 2008 bonus
targets
September - None - Review of a paper on the proposed approach to future
targets given Aviva smove from an EEV to an MCEV basis
for reporting results
- A review of market practice on non-executive director
sharehol ding requirements
- A review of Aviva'sremuneration for its senior management
below executive director level
December - Approval of the proposed 2009 financial and employee targets for the operation - Note thefinal Avivalnvestors Reward Strategy

of the Annual Bonus Plan

- Comment upon and noting of the executive directors’ personal objectivesfor
2009

- A review of the proposed approach to the 2008 Directors' Remuneration report

- An update on progress with the Remuneration Committee’s 2008 and proposed
2009 work plans.

- Consideration of the findings of areview of remuneration in
Aviva's US business

- A review of the Executive Remuneration regulatory
environment
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Employees

The average number of persons employed by the Group during the course of the last three years was:

2008 2007 2006

Number Number Number

UK* 29,996 32,746 34,655
Europe 16,283 15,769 16,699
North America** 4,990 4,775 3,623
AsiaPacific 2,220 2,005 1,784
Avivalnvestors 1,061 962 756
Corporate centre 507 497 502
55,057 56,754 58,019

* UK employee numbersinclude staff in the offshore operationsin Sri Lanka and India, which were sold in 2008
** The lower average number in 2006 reflects the inclusion of AmerUs staff only since November 2006

Employee participation in trade unions

Membership of our employees in trade unions varies from country to country, and we have entered into various collective bargaining agreements or appropriate
employee consultation arrangements, or both, in most of the countries in which we operate. 1t is our practice to renew or replace our various labour arrangements relating to
continuing operations as and when they expire and we are not aware of any material arrangement whose expiry is pending and which is not expected to be satisfactorily
renewed or replaced in atimely manner. We have not experienced any material work stoppages or strikes in the past three years. We believe that relations with our employees
are generally good.

Employee participation in share capital
The Group encourages participation in the share capital of the Company by its UK resident employees through the following HM RC approved schemes:

Save AsYou Earn (“SAYE");
AvivaAll-Employee Share Ownership Plan (* AESOP"); and
Share Investment Plan.

Schemes to encourage participation by Director’s and Senior management in the share capital of the company are described in earlier in this Item in the section
“Compensation”.

Save As You Earn (SAYE)

Under the SAY E scheme employees save between £5 and £250 a month under athree, five or seven year contract. The option priceis fixed on the invitation date and
isnormally set at a 20% discount on the market value of an Aviva share. At the end of the three, five or seven year savings contract Employees receive their savings plus a
guaranteed tax-free (if resident in the UK) bonus, which can either take the form of cash or as Aviva share options exercisable during the six month period following either the
third, fifth or seventh anniversary of the start of the relevant savings contract. Employees are entitled to apply for the return of your savings at any time.

Item 18, “Financial Statements— Note 24 Equity Compensation Plans’ provides further details about the options granted under this scheme.
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Aviva All-Employee Share Ownership Plan (“ AESOP")

The Group’s AESOP Scheme is open to UK resident employees, who have been employed by a Group company for at least six months of the year prior to which the
award is made. Employees receive free shares up to the value of a percentage of their pensionable salary as at the previous 31 December. The actual number of shares they will
receive will depend on the market value of a share at the time of the award. The maximum value of shares employees can receive in any tax year is currently £3,000. This
maximum is set by the Inland Revenue.

Once awarded the shares are placed in atrust, with independent trustees and administrators appointed by the trustee. If the shares remain in trust for at least five
years, they may be released to the employee free of income tax and National Insurance Contributions (“NIC"). If the shares are sold immediately upon release, no Capital Gains
Tax ("CGT") is payable. Employees wishing to withdraw the shares from trust after three years will be liable to income tax and NI on the lower of the market value of the shares
when withdrawn and when awarded. If employees leave the Group for any reason the shares will cease to be subject to the Scheme and will be released to them, or sold, on
their behalf at their direction.

Share Investment Plan

U.K. resident employees can buy shares in the Company by making monthly contributions from their gross salary. Contributions can be a minimum of £5 and up to a
maximum of £125 per month (or, if less, 10% of gross salary). Contributions are held in a trust by an independent trustee and shares are allocated within 30 days of the
employee’s monthly contribution date. Employees can withdraw their shares from the trust at any time on payment of income tax and NIC. However, after five years shares can
be withdrawn from the trust free of income tax and NIC.
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Item 7
MAJOR SHAREHOLDERSAND RELATED PARTY TRANSACTIONS
Major Shareholders

The Financial Services Authority Disclosure and Transparency Rules 2006 provide that a person or corporate entity that acquires an interest of 3 percent or more in
Aviva ordinary shares is required to notify us of that interest, whether it is held beneficially or not. Any subsequent increase or decrease of 1 percent or more must also be
notified. Similarly, anctification is required once the interest falls below 3 percent.

Based on notifications received up to 31 August 2009, no shareholder held a beneficial interest of 5 per cent or morein Aviva ordinary shares at 31 August 2009 or at
any point in the preceding three financial years.

We are required under the Financial Services Authority Listing Rules to disclose in the directors’ report to our annual financial statements all notifications received
since our previous annual report. We have summarised below the notifications received during last three financial years: 2006, 2007 and 2008.

The table below summarises the shareholders with at least 3 percent ownership of our outstanding ordinary shares as of 31 August 2009 according to notifications
received from our shareholders. Our major shareholders as listed below have the same voting rights as all our ordinary shareholders:

Total number of

shares held % of total issued shares/ % of voting rights
Barclaysplc
- Non-beneficial interest (shares held nominally on behalf of others) 139,229,388 5.08%
AxaS.A. and its Group companies
- Held beneficially 28,520,097 1.10%
- Non-beneficial interest 230,932,552 8.90%
Lega & Genera Group plc
- Held beneficially 116,354,795 4.24%

- Non-beneficial interest — —

Notes:

To the best of our knowledge, except as set forth in the table above, no other shareholder held more than 3% of our outstanding ordinary shares as of 31 August 2009.
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Significant Changesin Capital Ownership

The following tables provide information on significant changes in the percentage ownership held by shareholders with at least a 3 percent ownership of our
outstanding ordinary sharesfrom 1 March 2006 to 27 February 2009, according to notifications received from our shareholders:

Asat 1 March 2006 the notifications received were as follows:

Total number of shares held % of total issued shares/ % of voting rights
Barclaysplc 109,751,163 4.57%
Lega & Genera Group plc 81,072,340 3.38%

Asat 28 February 2007 the notifications received were as follows:

Total number of shares held % of total issued shares/ % of voting rights

Barclaysplc

- Non-beneficial interest 153,862,359 5.99%
Lega & Genera Group plc

- Held beneficially 93,312,175 3.65%
AxaS.A. and its Group companies

- Held beneficially 29,277,260 1.14%
- Non-beneficial interest 232,943,181 9.08%

Asat 27 February 2008 the notifications received were as follows:

Total number of shares held % of total issued shares/ % of voting rights

Barclaysplc

- Non-beneficial interest (shares held nominally on behalf of others) 133,026,405 5.08%
Lega & Genera Group plc

- Held beneficialy 104,107,838 4.01%
AxaS.A. and its Group companies

- Held beneficialy 28,520,097 1.10%
- Non-beneficial interest 230,932,552 8.90%

At 31 December 2008, 320,904 of our ordinary shares, representing 0.012 per cent of our issued and outstanding ordinary shares as of such date, were held by 1,034
shareholders of record in the United States.

Related Party Transactions

For more information relating to related party transactions, including more information about the transactions described below, please see Item 18, “Financial
Statements — Note 53 — Related party transactions”.
Subsidiaries

Transactions between the Company and its subsidiaries are eliminated on consolidation.

However, the Company has transactions and outstanding bal ances with certain unit trusts, Open Ended Investments Companies, collateralised debt obligations and
similar entities which are not consolidated and where a Group company acts as manager. These entities are regarded as related parties for the purposes of International
Accounting Standard (“IAS’) 24. The balances are included in the Group's statement of financial position at fair value or amortised cost in accordance with their IAS 39

classifications. The transactions are included in the income statement and include amounts paid on issue of shares or units, amounts received on cancellation of shares or
unitsand paid in respect of the periodic charge and administration fee.
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Directors and Key Management

The total compensation to those employees classified as key management, being those having authority and responsibility for planning, directing and controlling the
activities of the Group, including the executive and non-executive directorsis as follows:

2008 2007 2006

£m £m £m

Salary and other short-term benefits 38 40 32
Post-employment benefits 3 4 1
Equity compensation plans 9 14 16
Termination benefits 3 2 4
Total 53 60 53

Various directors and key management of Avivamay from time to time purchase insurance, asset management or annuity products, or be granted mortgages marketed
by Aviva Group companies in the ordinary course of business on substantially the same terms, including interest rates and security requirements, as those prevailing at the
time for comparable transactions with other persons.

Apart from the disclosed transactions discussed above and in Item 6, “Directors, Senior Management and Employees”’, no director had an interest in shares,
transactions or arrangements that requires disclosure under applicable rules and regulations.

Other Related Parties

The Group received income from other related parties from transactions made in the normal course of business. Loans to other related parties are made on normal
arm’slength commercial terms.

Services provided to other related parties

2008 2008 2007 2007 2006 2006

Income earned in Receivable at Income earned in Receivable at Income earned in Receivable at

year year end year year end year year end

£m £m £m £m £m £m

Associates 61 - 58 - 50 1
Joint ventures 20 300 26 169 16 241
Employee pension schemes 24 6 26 6 6 -
105 306 110 175 72 242

Income from associates predominantly relates to our investments in the Royal Bank of Scotland (RBS) life and collective investment companies listed in Item 18,
“Financial Statements—Item 14—Interest in, and loans to, associates’. Under management service agreements with these associates, our UK life insurance companies
provide administration services, the cost of which is recharged to the RBS companies. In addition, our fund management companies provide fund management services to
these associates, for which they charge fees based on the level of funds under management.

Transactions with joint ventures relate to the property management undertakings. At 31 December 2008, there were 18 such joint ventures, the most materia of which
arelisted in Item 18, “Financial Statement—Note 13—Interest in, and loans to, joint ventures”. Our interest in these joint ventures comprises amix of equity and loans,
together with the provision of administration services and financial management to many of them. Our UK life insurance companies earn interest on loans advanced to these
entities and our fund management companies charge fees for administration services and for arranging external finance.
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Our UK fund management companies manage most of the assets held by the Group’s main UK staff pension scheme, for which they charge fees based on the level of
funds under management. The main UK scheme and the Dutch scheme hold investments in Group-managed funds and insurance policies with other Group companies, as
explainedin Item 18, “Financial Statement—Note 41(€)(iv)—Pension obligations”.

The other related parties' receivables are not secured and no guarantees were received in respect thereof. The receivables will be settled in accordance with normal
credit terms. Details of guarantees, indemnities and warranties provided on behalf of related parties are given in Item 18, “Financial Statements— Note 45(h) - Contingent
liabilities and other risk factors — Other”.

Loansto joint ventures

We make loans to our property management joint ventures to fund property devel opments which we undertake with our joint venture partners. Movements in these
loans may be found in Item 18, “Financial Statements— Note 13 - Investment in joint ventures’. Total loans at 31 August 2009 and at the end of each of the last three financial
years are shown in the table below:

At 31 August At 31 December At 31 December At 31 December

2009 2008 2007 2006

£m £m £m £m

Loansto joint ventures 263 297 167 241

These constitute loans to joint ventures to fund shopping, business or distribution centres or properties in Europe, as well as a film studio development in the
UK. Thelargest of theseis part of afacility granted in November 2005 and had a balance of £243 million as of 31 August, 2009 and bears an interest rate of 8%.

Loansto associates

At 31 August 2009, we had outstanding loans to associates of £2 million. Except for exchange rate movements the outstanding loan balance has not changed during
the last three financial years up to 31 August 2009. The two loans have been made to a French associate undertaking to finance its normal business development. The loans
are denominated in euros and is on normal commercial terms, paying interest at a variable rate of 6 months Euribor plus 1.25%.
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Item 8
FINANCIAL INFORMATION
See Item 18, “Financial Statements’
Dividend policy

For further information on the dividends declared and paid in the most recent five years and on the Company’s dividend policy, see Item 3, “Key Information —
Dividends’.

Significant changes

For adescription of certain developments since the date of the annual financial statementsincluded in this Annual Report, please see Item 5, “ Operating and Financial
Review and Prospects — Recent Developments”.

L egal Proceedings

We are involved in litigation in the ordinary course of business, including litigation in which plaintiffs seek compensatory or punitive damages and mass or class
relief. Information on various|egal proceedingsisset out in Item 18 “Financial Statements — Note 45 — Contingent liabilities and other risk factors’.

The directors do not believe that any current pending or threatened litigation or dispute, will have amaterial adverse effect on the Group’sfinancial position, although
there can be no assurance that losses resulting from any pending or threatened litigation or dispute will not materially affect the Group’sfinancial position for any period.
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Item 9
THE OFFER AND LISTING

Listing Details

The principal trading market for our ordinary shares is the London Stock Exchange. An application has been made to list 1,369,490,150 of our ADSs on the NY SE,
each representing the right to receive two ordinary shares deposited pursuant to our deposit agreement with Citibank N.A. and the registered holders from time to time of the
ADSs. For adetailed description of the rights and obligations attached to our ADSs, see Item 12, “ Description of Securities Other than Equity Securities”.

Thefollowing table sets forth, for the periods indicated, the reported highest and lowest closing prices for our ordinary shares on the London Stock Exchange:

Ordinary Shares

High Low
(pence)
Year
2003 873 3415
2004 5325 335
2005 6315 4845
2006 850.5 690
2007 854 625
2008 670 2453
Ordinary Shares
High Low
(pence)
2006
First quarter 850.5 702
Second quarter 818 699.5
Third quarter 783 690
Fourth quarter 8335 765.5
2007
First quarter 854 733
Second quarter 836.5 737
Third quarter 769.5 657.5
Fourth quarter 783.5 625
2008
First quarter 670 547.5
Second quarter 664 501
Third quarter 565 4555
Fourth quarter 487 2453
2009
First quarter 4355 163.3
Second quarter 364.8 226.5
Third quarter 448.1 276.75
Ordinary Shares
High Low
(pence)
Month
April 2009 3155 226.5
May 2009 361.3 307.8
June 2009 364.8 318.3
July 2009 350.75 276.75
August 2009 416.5 3475
September 2009 448.1 387.3

227




Our ordinary shares are in registered form with a par value of 25 pence per share. See Item 10, “Additional Information” for further information relating to our share
capital.

Markets

Aviva ordinary shares and preference shares are listed on the Official List of the U.K. Listing Authority and traded on the London Stock Exchange under the symbol
YAV,
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Item 10
ADDITIONAL INFORMATION

The following is a summary of the history of our share capital, the rights of the holders of our shares and of certain significant provisions of our Memorandum and
Articles of Association and relevant laws and regulations of various regulatory bodies. Becauseit isasummary, it does not contain all the information that may be important
toyou. For more complete information you should read our Memorandum and Articles of Association. Directions on how to obtain a complete copy of our Memorandum and
Articles of association are provided under “—Where Y ou Can Find More Information”. The deposit agreement among us, Citibank and the registered holders from time to time
of the ADSs, will govern the rights of holders of ADSs as described in Item 12, “Description of Securities Other than Equity Securities—Description of our American
Depositary Shares’. Y ou should be aware that these rights are different from the rights of the holders of our ordinary shares.

Share Capital
We have four major share classesin issue:
Ordinary Shares of £0.25 which constitute our equity security and hold voting rights;

Cumulative irredeemable preference shares of £1 each, which entitle their holders to attend and vote at general meetings only when dividends on such shares are in
arrears. Cumulative irredeemable preference shareholders may also attend general meetings and vote on particular proposals when such proposals relate to an
alteration of the rights attaching to such shares, a reduction of our capital (other than through of a redemption or repurchase of shares) or a winding up of our
business;

Sterling New Preference Shares of £1 each, which have such rights and terms (including terms related to the redemption of shares, ranking and entitlement to dividend
and capital) as our Board determines; and

Euro New Preference Shares of €1 each, which have such rights and terms (including, terms related to the redemption of such shares, ranking and entitlement to
dividend and capital) as our Board determines.
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Authorised and I ssued Share Capital

We had aggregate issued ordinary share capital of £664,425,406 as of 31 December 2008 and £684,745,075 as of 31 August 2009. The following table sets forth
information about our authorised and outstanding classes of equity as of 31 August 2009.

Shares Covered
Share Shares Shares by Outstanding
Class Authorised asat Outstanding as at Options, asat
(in millions of shares)
3 31 31 3 31 3 31 31 3
Dec 2007 Dec 2008 Aug 2009 Dec 2007 Dec 2008 Aug 2009 Dec 2007 Dec 2008 Aug 2009

Ordinary Shares, nominal value

25p 3,000 3,000 5,200 378 342 2,461 23 23 18
8.375% Cumulative Irredeemable

Preferred Shares, nominal

vaue£l 100 100 100 — — — — — —
8.75% Cumulative Irredeemable

Preferred Shares, nominal

value £1 100 100 100 — — — — — —
Preferred Shares, nominal value

£1 1000 1000 1000 1000 1000 1000 — — —
Preferred Shares, nominal value

€1 700 700 700 700 700 700 — — —

We are not permitted under English law to hold our own ordinary shares. While we are presently authorised to repurchase up to 265 million ordinary shares, any
shares we repurchase must be cancelled. Details of our dividends, including our paying agents are set out below under “Memorandum and Articles of Association”.

Share Options

Asof 31 August 2009 we had the following outstanding options to subscribe for ordinary shares of 25 pence each in the Company:

Aviva Savings Related Option price Number of Option price Number of

Share Option Scheme p shares Normally exercisable p shares Normally exercisable
664 6,495 2008 491 892,765 2008, 2010 or 2012
401 712,174 2009 593 1,289,790 2009, 2011 or 2013
406 299,369 2008 or 2010 563 1,934,248 2010, 2012 or 2014
428 553,244 2009 or 2011 410 8,420,613 2011, 2013 or 2015

AvivaHibernian Savings

Related Share Option

Scheme Option price Number of Option price Number of

(in euros) c shares Normally exercisable c shares Normally exercisable
586 1,658 2008 879 87,633 2009 or 2011
630 34,919 2009 830 118,494 2010 or 2012
719 36,144 2008 or 2010 509 962,883 2011 or 2013

RAC Savings Related Option price Option price Number of

Share Option Scheme p Number of shares Normally exercisable p shares Normally exercisable

354.94 137,844 2009
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Aviva Executive Share Option price Number of Option price Number of
Option Scheme p shares Normally exercisable p shares Normally exercisable
822 20,442 2003 to 2010 516 676,118 2005 to 2012
972.33 7,553 2003 to 2010 512 856,287 2006 to 2013
960 24,482 2003 to 2010 526 620,030 2007 to 2014
1035 414,531 2004 to 2011
Option price Option price Number of
CGU plc Deferred Bonus Plan p Number of shares  Normally exercisable p shares Normally exercisable
875 13,154 2003 to 2010

We granted the above options under employee stock option plans. The Group maintains a number of active schemes. These plans are summarised below (for more
information see Item 6, “ Directors, Senior Management and Employees — Compensation”):

(i) Savings-related options

These are options granted under the Inland Revenue-approved Save As You Earn (SAYE) share option schemes in the UK and in Ireland. Options are normall
exercisable during the six month period following either the third, fifth or seventh anniversary of the start of the relevant savings contract.

(ii) Executive share options

These are options granted on various dates from 2000 to 2004, under the Aviva Executive Share Option Scheme or predecessor schemes. Options granted in 2000 wel
subject to the satisfaction of conditions relating to either the Company’s return on equity shareholders' funds (ROE) or itsrelative total shareholder return (TSR) against a chost
comparator group. In respect of options granted from 2000 the performance condition has been a mixture of both ROE and TSR measures. In al cases, performance is measure
over athree year performance period and the options are normally exercisable between the third and tenth anniversary of their grant.

(iii) Deferred bonus plan options

These are options granted in 2000 under the CGU Deferred Bonus Plan. Participants who deferred their annual cash bonus in exchange for an award of shares of equ
value also received a matching award over an equal number of share options. The exercise of these options is not subject to the attainment of performance conditions. Thet
options are exercisable up to the tenth anniversary of their grant.

Share Awards

At 31 August 2009, we had the following outstanding awards issued under the Company’s executive incentive plans over ordinary shares of 25 pence each in the
Company:

Avival ong-Term Incentive Plan 2005 Number of shares Vesting date Number of shares Vesting date
2,635,045 23/03/2010 12,351,210 26/03/2012
4,163,838 31/03/2011
One Aviva Twice the Value Bonus Plan Number of shares Vesting date
1,069,061 31/03/2011
2,913,614 26/03/2012
AvivaAnnua Bonus Plan 2005 Number of shares Vesting date Number of shares Vesting date
2,378,532 23/03/2010 8,593,212 26/03/2012
3,088,433 31/03/2011
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At 31 December 2008, we had the following outstanding awards issued under the Company’s executive incentive plans over ordinary shares of 25 pence each in the
Company:

Number of
Avival ong-Term Incentive Plan 2005 Number of shares Vesting period shares Vesting period
2,496,916 2006 to 2008 4,357,937 2008 to 2010
2,739,856 2007 to 2009
One AvivaTwice the Vaue Plan Number of shares Vesting date
1,126,190 2008 to 2010
Number of
AvivaAnnua Bonus Plan 2005 Number of shares Vesting date shares Vesting date
1,928,919 2009
2,743,250 2010 3,475,828 2011

The Group maintains a number of stock award schemes. These are asfollows:
(i) Long-termincentive plan awards

Long-term incentive plan awards have been made to senior Group executives since 2001 and are described in Item 6, “Directors, Senior Management and Employees—
Share incentive plans”.

The vesting of awards under the Aviva LTIP is subject to the attainment of performance conditions as described in Item 6, “ Directors, Senior Management and
Employees— Compensation”. If a share does not vest, then it is considered to have lapsed.

(ii) Annual bonus plan (“ ABP") awards

Aviva annual bonus plan awards have been made under the ABP, and are described in Item 6, “Directors, Senior Management and Employees—Share incentive
plans”.

(iii) One Aviva Twice the Value Bonus Plan

The One Aviva Twice the Value Bonus Plan was introduced in 2008 and awards have been made under the ABP and are described in Item 6, “Directors, Senior Management
and Employees — Share incentive Plans”.

Sharesto Satisfy Options and Awards

From March 2003 to July 2008, it was generally the Company’s practice to satisfy the awards granted under the executive incentive plans during this period by the
issue of new shares at the time of vesting, and no shares were purchased by the trusts.

However, since July 2008, it has been the practice to satisfy all options and awards through shares purchased in the market and held by employee share trusts which
were established for the purpose of satisfying awards under the various incentive plans and funded by the Company. Since 2008 shares have been purchased by the trustee to
alow all awards to be satisfied from trust except where it is necessary to use new issue shares in order to comply with local regulations. Further details are given in Item 18,
“Financia Statements— Note 25 — Shares held by employee trusts”.

At 31 August 2009 4,501,739 shares were held by the employee share trusts as compared to 8,635,582 at 31 December 2008. These shares have an aggregate nominal
value of £1,125,434.75 and market value £18,286,063.82 as of 31 August 2009, compared to £2,158,895.50 and £33,678,769.80 at 31 December 2008, respectively.
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History of Share Capital

The following table sets forth information about the history of our ordinary shares over the last three full calendar years.

Number of
shar es outstanding
At 1 January 2006 2,395,693,688
Shares issued under the Group’s Employee and Executive Share

Option Schemes2) 14,204,808
Shares issued in connection with acquisitions(3) 129,000,000
Sharesissued in lieu of dividends(1) 26,854,935
At 31 December 2006 2,565,753,431
Shares issued under the Group’s Employee and Executive Share

Option Schemes(2) 14,871,901
Sharesissued in lieu of dividends(1) 41,167,496
At 31 December 2007 2,621,792,828
Shares issued under the Group’s Employee and Executive Share

Option Schemes2 8,429,587
Sharesissued in lieu of dividends) 27,479,209
At 31 December 2008 2,657,701,624
Shares issued under the Group’s Employee and Executive Share

Option Schemes2) 372,720
Sharesissued in lieu of dividends(®) 80,905,956
At 31 August 2009 2,738,980,300
1) The issue of sharesin lieu of cash dividendsis considered a bonus issue under the terms of the Companies Act 1985 and the nominal value of the sharesis charged

to the share premium account.

2 For more information on our various option schemes, see Item 6, “ Directors, Senior Management and Employees — Share incentive plans”.
3) Issue of sharesin 2006 to fund the acquisition of AmerUs

The Company issued shares pursuant to special resolutions passed on 10 May 2006, increasing the authorised share capital from £1.45 billion and €700 million to
£1.95 billion and €700 million by the creation of 500 million new preference shares of £1 each, and allowing the directors, subject to certain conditions, to issue equity securities
up to the aggregate nominal value of £150 million. This authority expired at the conclusion of the Annual General Meeting in 2007. A further ordinary resolution was passed
on 26 April 2007 allowing the directors, subject to certain conditions, to allot equity securities up to the aggregate nominal value of £108 million. Thisauthority expired at the
conclusion of the Annual General Meeting in 2008. An ordinary resolution was passed on 1 May 2008 allowing the directors, subject to certain conditions, to issue equity
securities up to the aggregate nominal value of £94 million. Thisauthority expired at the conclusion of the Annual General Meeting in 2009. Ordinary resol utions were passed
on 29 April 2009, increasing the authorised share capital from £1.95 billion and €700 million to £2.5 hillion and €700 million by the creation of 2.2 billion ordinary shares of 25
pence each, and alowing the directors, subject to certain conditions, to issue equity securities up to the aggregate nominal value of £221 million and up to £443 million in
connection with an offer by way of arightsissue. Thisauthority expireson 1 July 2010.

Our authorised share capital currently is£2,500,000,000 and €700,000,000 divided into 5,200,000,000 ordinary shares of 25 pence each, 200,000,000 cumulative
irredeemable preference shares of £1 each, 500,000,000 Sterling preference shares of £1 each, 500,000,000 Sterling new preference shares of £1 each and 700,000,000 Euro
preference shares of €1 each.
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There were no changes to the voting rights of any class of shares during 2006, 2007 or 2008 and, other than issuances in connection with our various employee
option schemes and in connection with the acquisition of AmerUs, we did not issue shares for consideration other than cash during 2006, 2007 or 2008. In addition, at our
general meetings in 2006, 2007 and 2008, our shareholders authorised the limited disapplication of Section 89 of the Companies Act 1985 to permit us to issue new equity
securities for cash without applying shareholders’ statutory pre-emptiverights.

Memorandum and Articles of Association
Organisation and Register

Our registered company number in the UK is 2468686. The various entities that comprise Aviva have histories of considerable duration. Hand in Hand was
established in 1696, Commercial Union was established in 1861, General Accident was founded in 1885 and Norwich Union was founded in 1797. However, the Group’s current
structure dates back to February 9, 1990, when Commercial Union plc was a public limited company organised under the laws of England and Wales.

Objects

Under clause four of our Memorandum and Articles of Association, our principal purposeis to carry on the business of a holding company and, for that purpose to
acquire and hold (for ourselves or as trustee or nominee) securities in any part of the world. Further purposes include providing financial, administrative and investment
services, including carrying on the business of an insurance and guarantee company and the business of banking in all its aspects.

Directors

The number of our directors is not less than six nor more than twenty. We may, in a general meeting by ordinary resolution, increase or reduce the maximum and the
minimum number of the directors and determine the length of the term the directors serve.

A director is not required to hold any shares by way of qualification. However in line with investor guidelines, the Group Chief Executive and the executive directors
are required to build, over a five-year period, a shareholding equivalent to 1.75 times basic annual salary and 1.5 times basic annual salary respectively. The non-executive
directors as abody are paid remuneration for their services at arate not exceeding £1,500,000 per annum, to be determined by our Board, or at such other rate that the Board, in
general meeting by ordinary resolution, may determine. Such remuneration is to be divided amongst the directors in such proportions and manner that the Board determines
and, in default of such determination, equally. The remuneration payable accrues from day to day. A director is entitled to be repaid all reasonable travelling, hotel and other
expenses incurred by him in or about the performance of his duties of a director, including any expenses incurred in attending meetings of our Board or of Committees of our
Board or general meetings, whether incurred in the U.K. or in any overseas country.

Our Board may appoint any person to be a director, either to fill a casual vacancy or as an addition to the existing directors. Any director so appointed holds office
only until the next following annual general meeting and is then eligible for election, but that direction is not to be taken into account in determining the retirement of directors
by rotation at such meeting. Our Memorandum and Articles of Association do not contain an age restriction applicable to directors.
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Powers of our Board of Directorsand Election of Directors

Our Board of Directors manages our business. However, our shareholders must approve certain matters, such as changes to the share capital and the election of
directors. Directors are appointed subject to our Memorandum and Articles of Association.

At every annual general meeting, one-third of the directors (or the number nearest one-third if the number of directorsis not amultiple of three) must retire, with the
one-third required to retire constituted by those who have been in office the longest. In no case may a director fail to retire later than the third annual general meeting
following his or her last appointment or reappointment. Retiring directors are eligible for re-election.

Under English law, shareholders of a public company may, by ordinary resolution, appoint a person who iswilling to be adirector either to fill avacancy or, subject to
any limit provided in the company’s articles of association, as an additional director. Shareholders may also remove any director before the end of his or her term of office by
ordinary resolution and may appoint another person in his or her place. In addition, under our Memorandum and Articles of Association, our Board of Directors also has the
power to appoint a director to fill a vacancy on our Board or to serve as an additional director, provided that a director so elected may only serve until the next following
annual general meeting of the company, at which the director may be re-elected.

Directors' I nterests

Section 177 of the Companies Act of 2006 provides that a director who is directly or indirectly interested in a contract or proposed contract or arrangement or
proposed arrangement connected to us or any of our subsidiaries must declare the nature of his interest at a meeting of our Board. In the case of a proposed contract or
proposed arrangement, the declaration must be made at the meeting of our Board, at which the question of entering into the contract or arrangement is first taken into
consideration or, if the director was not at the date of the meeting interested in the proposed contract or arrangement, at the next meeting of our Board held after he became so
interested. In a case where the director becomes interested in a contract after it is entered into or an arrangement after it is made, the declaration must be made at the first
meeting of our Board held after the director becomes so interested.

If the contract was entered into or the arrangement made or the proposed contract or arrangement was considered before the director was appointed or elected, the
declaration must be made at the first meeting of our Board following his appointment or election or, if he was not then aware of the existence of the contract or arrangement or
proposed contract or arrangement, at the next meeting following his becoming so aware.

A director may hold any other office (other than that of auditor) or any other company in which heisin any way interested in conjunction with his office of director
for such period and on such terms (as to remuneration and otherwise) as our Board may determine, and no person is disqualified from appointment or election as a director by
reason of his holding any office (other than that of auditor).

No director or director candidate is disqualified by his office from contracting either with regard to his tenure of any such office, nor is any such contract to be
avoided, nor is any director so contracting or being so interested to be liable to account to us for any profit realised by any such contract or arrangement by reason of such
director holding that office or of the fiduciary relationship established by his directorship.
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Directors Remuneration

The remuneration of our Board of Directorsis determined by the Remuneration Committee which consists of independent non-executive directors. Further detailsare
available under Item 6, “ Directors, Senior Management and Employees - Compensation”.

Proceedings of our Board and Committees

Our Board may meet together for the dispatch of business, adjourn and otherwise regulate its meetings as it thinks fit and decide the quorum necessary for the
transaction of business. Unless and until otherwise decided, the quorum is four directors. No business may be transacted without the requisite quorum. Questions arising at
any meeting are decided by amajority of votes. In case of an equality of votes, the chairman of the meeting has a casting vote.

Two directors may and, upon request of two directors, the secretary shall at any time summon, a meeting of our Board by notice given to all of the directors. Notice of
ameeting of our Board is deemed to be duly given to adirector if it is given to him personally, by word of mouth, by electronic communication to an address given by him for
that purpose or sent in writing to him at his last-known address or another address given by him for that purpose. A director while absent from the United Kingdom is not
entitled to receive notice of any meeting of our Board.

Our Board may from time to time appoint one or more directors as Managing Director, Executive Director, joint Managing Directors or joint Executive Directors either
for afixed or an indefinite term and may from time to time, without prejudice to the terms of any agreement entered into in any particular case, remove or dismiss any directors
so appointed from office and appoint another or other directorsin his or their place or places.

Liabilities of Directors and Officers

English law does not permit a company to exempt any director or other officer of the company, or any person employed by the company as auditor, from any liability
that by virtue of any rule of law would otherwise attach to him in respect of any negligence, default, breach of duty or breach of trust of which he may be guilty in relation to
the company. English law enables companies to purchase and maintain insurance for directors, officers and auditors against any such liability. We maintain such insurance
for our directors and executive officers. Our Memorandum and Articles of Association provide that our directors and officers, among others are entitled to indemnification by
Avivaout of our own funds against all costs, charges, losses, expenses and liabilities incurred by such person in connection with the discharge of his duties or the exercise of
his powers.

Debt Limitations

Our Memorandum and Articles of Association grant our Board of Directors authority to exercise our power to borrow money and to mortgage or charge our
undertaking, property and uncalled capital, or any part thereof, and to issue debentures and other securities, whether outright or as security for any debt, liability or obligation
of ours or of any third party. The aggregate amount of debt borrowed or secured by us or any of our subsidiaries (to the extent our Board can procure through voting and
other powers of control) must not, without the prior approval of the shareholders in a general meeting, exceed twice the aggregate of our share capital and consolidated
reserves, subject to certain adjustments set forth in our Memorandum and Articles of Association.

Special Share Rights
Subject to any special rights previously conferred on the holders of any shares or class of shares, we may issue any share with such preferred, deferred or other

special rights or such restrictions, whether in regard to dividend, voting, return of capital or otherwise.
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If any class of shares has any preferential right to dividend or return of capital, the conferring on other shares of rights to either dividend or return of capital ranking
either before or pari passu with that classis generally deemed a variation of the rights attached to that class of shares.

Subject to legislation and unless otherwise expressly provided by the terms on which shares of that class are held, any of the rights attached to any class of shares
may be varied or abrogated with the written consent of the holders of three-fourths in nominal value of the issued shares of that class or with the sanction of a specia
resolution passed at a separate general meeting of the holders of such shares. The provisions of the Memorandum and Articles of Association as to general meetings of the
Company apply, with any necessary modifications, to a variation of class rights meeting, except that the necessary quorum is two persons present holding at least one-third in
nominal value of the issued shares of the class or, for an adjourned meeting, one person present holding shares of the class in question, and where a person is present by
proxy or by proxies, that person istreated as holding only the shares in respect of which those proxies are authorised to exercise voting rights.

We may issue and allot new preference shares in one or more separate series, each of which may constitute a separate class, and the new preference shares
comprising each such series or class will rank pari passu and have such rights and terms, as may be attached by our Board prior to allotment. Sterling new preference shares,
new preference shares and Euro new preference shares will have such rights and terms as the Board may determine in accordance the terms of their respective capital
instruments as well as such further rights and terms as may be determined by the Board prior to their issue. For details on the rights of our preference shares, see Item 18,
“Financia Statements — Note 31 — Preference share capital”.

Allotment of Securities

Our Board has the general power to allot equity securities for cash pursuant to the general authority for the first period and each subsequent period. This power is
limited to:

(a) alotments of equity securities in connection with arightsissue or otherwise in favour of holders of ordinary shares or other equity securities of any class made
in proportion (as nearly as may be) to their respective existing holdings of ordinary shares or other equity securities of the class concerned (so that any offer to
holders of other equity securities of any class shall be on the basis of their rights to receive that offer or, in the case of securities convertible into ordinary shares,
proportionate to the number of ordinary shares which would be allotted upon the exercise in full of the attached conversion rights) but subject to our Board
having aright to make such exclusions or other arrangements in connection with that offering as it deems necessary or expedient:

(i) to deal with equity securities representing fractional entitlements; and

(i) to deal with legal or practical problems arising in any overseas territory or by virtue of shares being represented by depositary receipts, the requirements of
any regulatory body or stock exchange, or any other matter whatsoever; and

(b) allotments of equity securities for cash other than pursuant to paragraph (a) up to an aggregate nominal amount equal to the described in section 89 of the U.K.
Companies Act of 1985 (or the number of shares already in issue).

This also applies to a sale of treasury shares, which is an allotment of equity securities on the basis that a sale of treasury shares would not be made pursuant to the
authority conferred but would be made pursuant to the authority granted by the U.K. Companies Act 1985, as amended.
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Our Board may at any time after the allotment of a share, but before a person has been entered in the register as the holder of the share, recognise a renunciation of
the share by the allottee in favour of another person and may grant to an allottee aright to effect arenunciation on the terms and conditions our Board thinks fit.

Pre-emptive Rights

Under English law, the issue for cash of equity securities or rightsto subscribe for or convert into equity securities must be offered in the first instance to the existing
equity shareholdersin proportion to the respective nominal values of their holdingsin the class of equity securities being offered, unless a special resolution has been passed
in ageneral meeting of shareholders disapplying (whether generally or specificaly) this requirement. Asisthe custom of many companieslisted on the Official List of the U.K.
Listing Authority, we generally obtain authority annually from our shareholdersto allot up to a specified amount of equity share capital for cash, instead of allotting pro ratato
our existing shareholders.

Share Warrantsto Bearer

Subject to any statutory restrictions, we may issue share warrants with respect to any shares which are fully paid up upon a request in writing by the relevant
shareholder. The request should be in the form, and authenticated by the statutory declaration or other evidence as to identity of the person making the same, as our Board
may require.

Callson Shares

Our Board may from time to time make calls on the shareholders in respect of any monies unpaid on their shares or on any class of their shares, whether on account of
the nominal value of the shares or by way of premium, and not by the conditions of allotment thereof made payable at fixed times. Each shareholder will be required, subject to
his having been given at least fourteen days' notice specifying the time or times and place of payment, to pay at the time and place so specified the amount called on his
shares. A call may be made payable by instalments, may be revoked by our Board before receipt of any sum due or postponed as our Board may decide and be deemed to have
been made at the time when the resolution of our Board authorising the call was passed. A person upon whom a call is made remains liable for calls made upon him
notwithstanding the subsequent transfer of the shares.

Forfeiture of Shares

If the whole or any part of any call or instalment of acall in regard to ashareis not paid on forfeiture notice or before the day appointed for payment, our Board may,
at any time thereafter during such time as any part of the call or instalment remains unpaid, serve a notice on the shareholder in whose name the share is registered requiring
payment of so much of the call or instalment asis unpaid, together with any interest and expenses which may have accrued by reason of such non-payment.

Lien on Shares

We have afirst and paramount lien and charge on every share that has not been fully paid for all monies, whether presently payable or not, called or payable at a fixed
time in respect of that share. Subject to the statutes, we also have afirst and paramount lien on every share that has not been fully paid standing registered in the name of a
single shareholder for all the debts and liabilities of such shareholder whether incurred before or after notice of any equitable or other interest of any person other than such
shareholder and whether the period for the payment or discharge has arrived or not and notwithstanding that the same are joint debts or liabilities of such shareholder or his
estate and any other person, whether a shareholder or not. Our lien on ashare shall extend to all dividends payable thereon.
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Transfer of Shares

Subject to such restrictionsin our articles of association as may apply, any shareholder may, without payment of any fee, transfer all or any of his certificated shares
by written instrument, in any usual common form or in any other form which our Board may approve, executed by or on behalf of the transferor and, in the case of atransfer of
ashare not fully paid, by or on behalf of the transferee.

Transmission of Shares

In case of the death of a shareholder, the survivor or survivors where the deceased was a joint holder, and the legal personal representatives of the deceased where
he was a sole or only surviving holder, will be the only persons recognised by us as having any title to his shares, but nothing in the Memorandum and Articles of
Association shall release the estate of the deceased shareholder from any liability, whether sole or joint, in respect of any share which has been solely or jointly held by him.

Any person becoming entitled to a share as a result of the death or bankruptcy of a shareholder may, upon production of sufficient evidence of hisright, either elect
to be registered himself as a shareholder or to have some person nominated by him registered as a sharehol der in respect of the share.

Shareholders Resident Abroad

If a shareholder has not provided us with an address in the U.K., we are not currently required to send notices to such shareholder directly. Notices to such
shareholders may be posted in our registered office and are then deemed to be given to those shareholders on the date when they are first posted. Unless otherwise required
by law or our Memorandum and Articles of Association, we may also give notices by advertisement published once in at least one leading U.K. daily
newspaper. Alternatively, so long as a shareholder has so agreed, we may give notice of a general meeting by posting on our website, provided we have notified the
shareholder of the posting in a manner it has agreed with us. There are no limitations on non-resident or foreign shareholders' rightsto own our securities or exercise voting
rights where such rights are given under English company law. For holders of ADSs, please see Item 12, “Description of Securities Other than Equity Securities— Description
of our American Depository Shares’.

Equity Share Capital - Rights of Purchase and Redemption

Under English law, acompany may issue redeemable sharesif authorised by its articles of association and subject to the conditions stated therein. Our Memorandum
and Articles of Association authorise the issue of redeemable shares. Although our cumulative irredeemable preferred shares are not subject to redemption like our ordinary
shares, our Memorandum and Articles of Association permit the purchase of our own shares and we may purchase our cumulative irredeemable preferred shares. An English
company may purchase its own shares, including any redeemable shares, if so authorised by its articles of association and provided that the purchase must be previously
approved by a general or specific ordinary resolution of its shareholders, in the case of an on-market purchase (although the Association of British Insurers prefers a special
resolution) or a special resolution, in the case of an off-market purchase. The shares may be redeemed or repurchased only if fully paid and, in the case of public companies
such as us, only out of distributable profits or the proceeds of a new issue of sharesissued for the purpose of the purchase or redemption.

As with many other companies listed on the Official List of the U.K. Listing Authority, we regularly seek authority at annual general meetings to approve on-market
purchases of our ordinary shares subject to specified limitations. When a company purchases its own shares wholly out of profits, an amount equal to the nominal amount of
the shares purchased and subsequently cancelled must be transferred to the capital redemption reserve, which is generally treated as paid-up share capital. In addition, any
amount payable by the company on purchase of its shares in excess of the par value may be paid out of the proceeds of a new issue of shares up to an amount equal to
whichever is the lesser of the aggregate of the original premiums received by the company on the issue of those shares or the amount of the company’s share premium
account as at the time of the repurchase, including any sum transferred to that account in respect of premiums on the new issue. The U.K. Listing Authority usually requires
that on-market purchases of 15% or more of a company’s equity share capital pursuant to ageneral shareholder authority must be made through either atender or partial offer
to all shareholders (or to al shareholders of the relevant class), and in the case of a tender offer, at a stated maximum or fixed price. Purchases pursuant to a general
shareholder authority below the 15% threshold may be made through the market in the ordinary way, provided that the price is not more than 5% above the average of the
market value of the company’s shares for the five business days before the purchase date.
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Winding Up

In the event of a winding up, holders of preference shares have priority over holders of ordinary shares. This applies to all types of preference shares. We are
subject to the general insolvency law applicable to U.K. companies, which is described in Item 4, “Information on the Company - Business Overview - Regulation”.

Dividends and Reserves

Our dividends are based on our profits and are paid out to shareholders for each share they hold, and do not generally have any restrictions. Our dividends are
usually paid as cash to both U.K. and overseas shareholders. Our dividends can be paid by cheque or as a direct bank transfer. We have also introduced a dividend
reinvestment plan.

We generally pay any dividends twice a year following the announcement of our full year and half year results. We normally pay afinal dividend in May and an
interim dividend in November on our ordinary shares. Lost dividend cheques can be re-issued. A shareholder may obtain areplacement cheque simply by completing aform
available on our website and sending it to our registrar.

We may declare dividends but no dividend may exceed the amount recommended by our Board. Our Board may pay to the shareholders such interim dividends
(including the fixed dividends payable on any preference or other shares) as appear to our Board to be justified by our profits and, provided that our Board actsin good faith,
it shall not incur any responsibility to the holders of any shares conferring a preference which may at any time be issued for any damage they may suffer by reason of the
payment of an interim dividend on any shares ranking after such preference shares. No dividend payable in respect of a share shall bear interest against the Company. Any
dividend unclaimed after a period of twelve years from the date fixed for payment will be forfeited and revert to the Company. If aclaim is subsequently made for any dividend
so forfeited, the Board may at its discretion pay out of the Company’s profits a sum equal to the dividend any person who prior to the expiry of twelve years, would have been
entitled to it. All dividends unclaimed for twelve months after having been declared may be invested or otherwise made use of by the Board for the benefit of the Company
until claimed and the Company is not a trustee in respect of this. Our Memorandum and Articles of Association do not contain any sinking fund provisions. Further details
regarding dividends for our ADSs are set out in Item 12, “ Description of Securities other than Equity Securities” and for our preference sharesin Item 18, “Financial Statements
— Note 26 — Preference Share Capital”.
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General Meetings

We hold an annual general meeting within 6 months following our accounting reference date. English company law provides for shareholders to exercise their power
to decide on corporate matters at general meetings. Our Memorandum and Articles of Association require that we hold a general meeting annually to declare dividends, to
consider and adopt the statutory accounts and the reports by the auditors and the directors, to elect directors and to approve the appointment and remuneration of
auditors. The quorum required for ageneral meeting is 10 shareholders present in person or by proxy.

Convening and Notice of Meetings

Our Board may convene a general meeting as our annual general meeting. Our Board may convene a general meeting whenever it thinks fit. The time and place of any
annual general meeting or other general meeting called by our Board shall be decided by our Board.

Our Board will convene a general meeting upon receiving reguests to do so from shareholders representing at least 10 percent of such of the paid-up capital of the
Company as carries the right of voting at general meetings (excluding any paid-up capital held astreasury shares). A request to call ageneral meeting must state the general
nature of the business to be dealt with at the proposed meeting. A request may include the text of a resolution, which may be properly moved at the proposed meeting. A
request must bein hard copy or electronic form and must be authenticated by the person or persons making it.

Our Board will call any annual general meeting by at least twenty one days' notice in accordance with our Memorandum and Articles of Association. Any other
general meeting will be called by at least fourteen days' notice also in accordance with our Memorandum and Articles of Association. The notice period calculation under our
Memorandum and Articles of Association excludes the day of the relevant meeting and the day on which the notice of meeting is given. Notice of every general meeting will
be given in any manner authorised by our Articles of Association to every shareholder holding shares conferring the right to attend and vote at the meeting who, at the time of
the convening of the meeting, has paid all calls or other sums presently payable by him in respect of all shares held by him, the auditors and the directors.

Constitution of Meetings

No businessis transacted at a general meeting unless the requisite quorum is present at the commencement of the business. The quorum for all purposes of ageneral
meeting is ten persons present and entitled to vote upon the business to be transacted, each being a shareholder, a person authorised to act as a representative (in relation to
the meeting) of a corporation that is a shareholder or a person appointed as a proxy of a shareholder in relation to the meeting, except that two persons only acting as
representatives of asingle corporation that is a shareholder or two persons only appointed as proxies of a single shareholder does not constitute a requisite quorum.

Voting

Under English law, the voting rights of shareholders are governed by the company’s Articles of Association, and subject to the statutory rights of shareholders,
including the right to demand a poll. Voting at any meeting of shareholdersis by a show of hands unless apoll is demanded. On a show of hands, each shareholder present in
person or by a corporate representative or proxy has onevote. On apoll, each shareholder who is present in person or by a corporate representative or by proxy has one vote
for every ordinary share held. Subject to any special rights or restrictions attached to any class of shares and to the provisions of our articles of association, on a show of
hands every shareholder present in person or by proxy will have one vote and on a poll every shareholder present in person or by proxy will have one vote for each 25 pence
in nominal amount of share capital held by him. A person entitled to more than one vote on a poll need not use all his votes or cast all his votes in the same way. Cumulative
irredeemable preference shares entitle their holders to attend and vote at general meetings only when dividends on such shares are in arrears, however this does not apply to
holders of Sterling new preference shares, new preference shares and Euro preference shares.
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The chairman of the meeting has a casting vote on a show of hands and on apoll. Only the holders of ordinary shares on which all sums payable have been paid are
entitled to attend meetings and vote. If more than one joint holder votes, only the vote of the shareholder whose name appears first in the register is counted. Any
shareholder who is entitled to attend and vote at a meeting is entitled to appoint one or more proxies to attend and vote at the meeting on his or her behalf.

Shareholder Proposals
Under English law, shareholders may requisition aresolution to be voted on at a general meeting if:

the requisition is made by a holder or the holders of shares that represent not less than one-twentieth of the total voting rights of all shareholders having at the
date of the requisition aright to vote at the meeting to which the requisition relates; or

the requisition is made by not |ess than 100 shareholders holding shares on which there has been paid up an average sum, per shareholder, of not less than £100.

The requisition must be deposited at the company’s registered office not less than six weeks before the general meeting to which it relates unless the general meeting
is called after the requisition is deposited. At any general meeting, the appointment of two or more persons as directors of a public company (such as us) by a single
resolution (and not by a separate resol ution for each proposed director) may not be proposed unless a resolution approving its proposal is passed by the general meeting with
no dissenting votes.

Proxies

A shareholder may appoint more than one proxy in relation to a general meeting, provided that each proxy is appointed to exercise the rights attached to a different
share or shares held by that shareholder. A form of proxy is, unless otherwise stated, valid for any adjournment of the meeting to which it relates. When two or more valid but
differing forms of proxy are delivered or received for the same share for use at the same meeting, the one which islast validly delivered or received (regardless of its date or the
date of its execution) is be treated as replacing and revoking the other or others as regards that share. If we are unable to determine which form of proxy was last validly
delivered or received, none of them are treated as valid.

Accounts

Our Board decides whether and to what extent the accounts and books or any of them are to be open to the inspection of shareholders who are not directors. No
shareholder who is not a director or an officer has any right of inspecting any account or book or document except as conferred by statute or authorised by our Board or by us
in general meeting.

A printed copy of our annual accounts and reports is, not less than twenty-one days before the date of the meeting, sent or supplied to every shareholder and to
every holder of debentures or debenture or loan stock and every person entitled to receive notice of general meeting. The required number of printed copies of every such
document is at the same time be sent to the London Stock Exchange and to any other stock exchange which has granted a quotation for, or alisting of, any of the shares, as
required by their regulations.
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Notices

A notice, document or other information may be given to any shareholder either personally or by sending it in hard copy form by post to him at his registered address
or, if he has no registered address within the U.K. to the address (if any) in the U.K. supplied by him for the giving of notices to him or by advertisement or we may provide
notice by giving notice in electronic form to an address supplied us by the shareholder for that purpose or by any other means authorised in writing by the shareholder
concerned.

Change of Control

Thereis no specific provision of our Memorandum and Articles of Association that would have an effect of delaying, deferring or preventing a change in control and
that would operate only with respect to amerger, acquisition or corporate restructuring involving us or any of or any of our subsidiaries.

However, English law provides for schemes of arrangement. These are arrangements or compromi ses between a company and its shareholders, creditors, any class of
its shareholders, or any class of its creditors, and are used for certain types of reconstructions, amalgamations, capital reorganisations or takeovers. They require sanction of
the court and the approval at a meeting of the company convened by an order of the court of a majority of the shareholders or creditors or class of shareholders or creditors
representing not less than 75% in value of the capital or debt held by the shareholders or creditors or class present and voting, either in person or by proxy. Once the scheme
becomes effective, al shareholders or creditors (or, if it appliesto aclass, the shareholders or creditors of the relevant class) are bound by the terms of the scheme.

Under the rules of the U.K. Listing Authority, shareholder approval is required for an acquisition or disposal by alisted company, if the gross assets of the company
or the business to be acquired or disposed of represent 25% or more of the gross assets of the company or if various other size ratios prescribed by the Listing Rules of the
U.K. Listing Authority are satisfied. Shareholder approval is also required in some circumstances relating to the giving by the listed company of indemnities and similar
arrangements. Where the size of the acquisition or disposal falls below the 25% threshold, information may nevertheless be required to be published. Shareholder approval
may also be required for an acquisition or disposal of assets between alisted company and related parties including:

directors of the company or its subsidiaries;

holders of 10% or more of the nominal value of any class of the company’s or any holding company’s or subsidiary’s shares having the right to vote in all
circumstances at general meetings of the relevant company; or

any associate of persons described in the two preceding bullet points above. See also “—Takeovers of U.K. Public Companies”.

English law also provides that where atakeover offer is made for the shares of a company incorporated in the U.K. and, within four months of the date of the offer the
offeror has acquired or contracted to acquire not less than nine-tenths in value of the shares of any class to which the offer relates, the offeror may, within two months of
reaching the nine-tenths level, by notice require shareholders who do not accept the offer to transfer their shares to the offeror on the terms of the offer. A dissenting
shareholder may apply to the court within six weeks of the date on which the notice was given objecting to the transfer or its proposed terms. The court is unlikely, absent
unfair treatment, fraud or oppression, to exercise its discretion to order that the acquisition shall not take effect, but it may specify the terms of the transfer as it finds
appropriate. A minority shareholder isalso entitled in these circumstances to require the offeror to acquire his shares on the terms of the offer.
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Mergers are sometimes effected through the use of a voluntary liquidation of a company pursuant to the Insolvency Act of 1986, which provides for the transfer of
the whole or part of the assets of that company to another company in return for shares in the transferee company. To effect the transfer, a resolution must be passed by at
least 75% of shareholders conferring authority on the liquidator. Any shareholder who does not vote in favour of the resolution may express his dissent by writing to the
liquidator within seven days after the passing of the resolution, requiring the liquidator either to abstain from carrying the resolution into effect or to purchase the
shareholder’s interest at a price to be determined by agreement or by arbitration under the Insolvency Act 1986. The liquidator may apply to the court if it disputes the
shareholder’s contention and the court may make such an order on the application as it thinksjust.

Major Shareholding and Disclosure of I nterests

Our Memorandum and Articles of Association do not contain any provisions requiring disclosure of shareholdings over and above that which is required by English
law. Further details are available under Item 7, “Magjority Shareholders and Related Party Transactions”.

The basic disclosure requirement under English law and the Disclosure and Transparency Rules promulgated by the FSA imposes an obligation on a person to notify
the FSA and us of the percentage of the voting rights in Aviva he or she holds or controls directly or indirectly. The Disclosure and Transparency Rules set out the
circumstances in which an obligation of disclosure arises as well as certain exemptions from those obligations for specified persons. This obligation is triggered if the
percentage of voting rights reaches, exceeds or falls below 3 percent and any subsequent whole percentage figure as aresult of an acquisition or disposal reaches, exceeds or
falls below any such threshold as a result of any change in the number of voting rights attached to our shares. The Disclosure and Transparency Rules also deal with the
disclosure by certain persons including directors, of interests in shares of the listed companies of which they are directors, and in derivatives and other financial instruments
relating to those shares.

We may, under English law require a person that we know or have cause to believe is or was during the three years preceding the date of notice interested in our
shares to indicate whether or not that is the case and to provide certain information asis permitted under the law.

The City Code on Takeovers and Mergers also imposes strict disclosure requirements with regard to dealings in the securities of an offeror or offeree company on all
partiesto atakeover and also on their respective associates during the course of an offer period.

Shareholder approval of equity compensation plans

The NY SE rules for U.S companies require that shareholders must be given the opportunity to vote on all equity-compensation plans and material revisionsto those
plans. We comply with UK requirements, which are similar to the NY SE rules. The board, however, does not explicitly take into consideration the NY SE's detailed definition of
what are considered “ material revisions”.

Material Contracts
There have been no material contracts outside the ordinary course of business during the last two years to which the Company isaparty.
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Exchange Controlsand Other Limitations Affecting Security Holders

There are currently no U.K. laws, decrees or regulations that restrict the export or import of capital, including, but not limited to, foreign exchange controls, or that
affect the remittance of dividends or other payments to non-U.K. residents or to U.S. holders of our securities except as otherwise set forth in “—Taxation” below. Thereare
no limitations under our Memorandum and Articles of Association restricting voting or shareholding.

Taxation
This section discusses certain material U.S. federal incometax and U.K. tax consequencesto aU.S. Holder that owns Avivaordinary shares and ADSs.

For purposes of this description, a“U.S. Holder” includes any beneficial owner of the Avivaordinary sharesor ADSsthat is, for U.S. federal income tax purposes:

acitizen or individual resident of the United States;

a corporation (or other entity treated as a corporation for U.S. federal income tax purposes) created or organised in or under the laws of the United States or
organised under the laws of any state thereof, or the District of Columbig;

an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

atrust if (1) a court within the United States is able to exercise primary supervision over its administration and one or more United States persons have the
authority to control all of the substantial decisions of such trust; or (2) such trust has a valid election in effect to be treated as a United States person for U.S.
federal income tax purposes.

A "Non-U.S. Holder" isany beneficial owner of the Avivaordinary shares or ADSsthat isnot aU.S. Holder.

This section does not purport to be a comprehensive description of all of the tax considerations that may be relevant to any particular investor. This discussion
assumes that you are familiar with the tax rules applicable to investments in securities generally, and with any special rules to which you may be subject. In particular, the
discussion deals only with investors that will hold Aviva ordinary shares or ADSs as capital assets, and does not address the tax treatment of investors that are subject to
special rules, such as banks, financial institutions, insurance companies, dealers or traders in securities or currencies, persons that elect mark-to-market treatment, tax-exempt
entities (including 401 pensions plans), real estate investment trusts, regulated investment companies or grantor trusts, individual retirement and other tax-deferred accounts,
persons that received Aviva ordinary shares or ADSs as compensation for the performance of services, persons who own, directly, indirectly through non-U.S. entities or by
attribution by application of the constructive ownership rules of section 958(b) of the U.S. Internal Revenue Code, 10% or more of Aviva voting shares, persons that are
residents of the United Kingdom for UK tax purposes or that conduct a business or have a permanent establishment in the United Kingdom, persons that hold Aviva ordinary
shares or ADSs as a position in astraddle, hedging, conversion, integration, constructive sale, or other risk reduction transaction, certain former citizens or long-term residents
of the United States, partnerships and their partners and persons whose functional currency is not the U.S. dollar. The discussion is based on laws, treaties, judicial decisions,
and regulatory interpretationsin effect on the date hereof, al of which are subject to change.

Beneficial owners of ADSs will be treated as owners of the underlying shares for U.S. federal income tax purposes and for purposes of the double tax treaty between
the United States and the United Kingdom which cameinto effect on 31 March 2003 (the “ Treaty”). Deposits and withdrawals of sharesin exchange for ADSswill not result in
the realisation of gain or lossfor U.S. federal income tax purposes.
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You areurged to consult with your own adviser sregarding the tax consequences of the acquisition, owner ship, and disposition of Aviva ordinary sharesor ADSsin
thelight of your particular circumstances, including the effect of any state, local, or other national laws.

U.K. Taxation of Dividends
Under current U.K. tax law, no tax isrequired to be withheld in the United Kingdom at source from cash dividends paid to U.S. resident holders.
U.K. Taxation of Capital Gains

Subject to the comments in the following paragraph, a holder of Aviva ordinary shares or ADSs who, for U.K. tax purposes, is neither resident nor, in the case of an
individual, ordinarily resident, in the U.K. will not beliable for U.K. taxation on capital gains realised on the disposal of Avivaordinary shares or ADSs unless at the time of the
disposal:

the holder carries on atrade, or in the case of an individual, a profession or vocation in the United Kingdom through, in the case of an individual, a branch or
agency, or, in the case of acompany, a permanent establishment and

the Avivaordinary shares or ADSs are or have been used, held, or acquired for the purpose of such trade, profession, vocation, branch, agency or permanent
establishment.

A holder of Avivaordinary sharesor ADSswho (1) isan individual who has ceased to be resident or ordinarily resident for U.K. tax purposesin the United Kingdom,
(2) wasresident or ordinarily resident for U.K. tax purposes in the United Kingdom for at least four out of the seven U.K. tax yearsimmediately preceding the year in which he
or she ceased to be both resident and ordinarily resident in the United Kingdom, (3) only remains non-resident and non-ordinarily resident in the United Kingdom for aperiod
of less than five tax years and (4) disposes of his or her Avivaordinary shares or ADSs during that period may also be liable, upon returning to the United Kingdom, for U.K.
tax on capital gains, subject to any available exemption or relief, even though he or she was not resident or ordinarily resident in the United Kingdom at the time of the
disposal.

U.K. Inheritance Tax

Avivaordinary shares are assets situated in the United Kingdom for the purposes of U.K. inheritance tax (the equivalent of U.S. estate and gift tax). AvivaADSs are
likely to be treated in the same manner. Subject to the discussion of the U.K.-U.S. estate tax treaty in the next paragraph, U.K. inheritance tax may apply if an individual who
holds Aviva ordinary shares or ADSs gifts them or dies even if he or she is neither domiciled in the United Kingdom nor deemed to be domiciled there under U.K. law. For
inheritance tax purposes, a transfer of Aviva ordinary shares or ADSs at less than full market value may be treated as a gift for these purposes. Special inheritance tax rules
apply (1) to giftsif the donor retains some benefit, (2) to close companies and (3) to trustees of settlements.

However, as aresult of the U.K.-U.S. estate tax treaty, Avivaordinary shares or ADSs held by an individual who isdomiciled in the United States for the purposes of
the U.K.-U.S. estate tax treaty and who is not a U.K. national will not be subject to U.K. inheritance tax on that individual’s death or on a gift of the Avivaordinary shares or
ADSs unlessthe ordinary shares or ADSs:

are part of the business property of a permanent establishment in the United Kingdom, or
pertain to afixed basein the United Kingdom used for the performance of independent personal services.
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The U.K.-U.S. estate tax treaty provides a credit mechanism if the Aviva ordinary shares or ADSs are subject to both U.K. inheritance tax and to U.S. estate and gift
tax.

U.K. Stamp Duty and Stamp Duty Reserve Tax

U.K. stamp duty is payable on the transfer of Aviva ordinary shares to a nominee or agent of the depositary, in exchange for Aviva ADRs representing ADSs.
Furthermore, U.K. stamp duty reserve tax is payable upon the transfer or issue of Aviva ordinary shares to the depositary of Aviva ordinary shares, or a nominee or agent of
the depositary, in exchange for Aviva ADRs representing ADSs. For this purpose, the current rate of stamp duty and stamp duty reserve tax is 1.5% (rounded up, in the case
of stamp duty, to the nearest £5). The rateis applied, in each case, to the amount or value of the consideration given for the Aviva ordinary shares or, in some circumstances,
to the value of the Aviva ordinary shares at the time of transfer or issue. To the extent that such stamp duty is paid on any such transfer of Avivaordinary shares, no stamp
duty reserve tax should be payable on that transfer. On 1 October 2009 the European Court of Justice decided in HSBC Holdings plc, Vidacos Nominees Ltd v The
Commissioners of Her Majesty's Revenue & Customs (Case C-569/07) that certain UK stamp duty reserve tax charges which are similar to those described above are contrary
to the European Council Directive of 17 July 1969 concerning indirect taxes on the raising of capital, as amended. That case dealt with stamp duty reserve tax charged on the
issue of sharesinto a clearance service, and the effect of that judgment on the application of the stamp duty and stamp duty reserve tax charges described above remainsto be
finally established.

Provided that the instrument of transfer is not executed in the United Kingdom and remains at all subsequent times outside the United Kingdom, no U.K. stamp duty
will be required to be paid on any transfer of Aviva ADRs representing ADSs. An agreement to transfer AvivaADRswill not giveriseto aliability to stamp duty reserve tax.

The transfer for value of Aviva ordinary shares, as opposed to Aviva ADRs, will generally give rise to a charge to U.K. stamp duty or stamp duty reserve tax at the
rate of 0.5% (rounded up, in the case of stamp duty, to the nearest £5, with transfers for a value not exceeding £1,000 being exempt). The rateis applied to the price payable for
therelevant Avivaordinary shares.

Stamp duty reserve tax is generally the liability of the purchaser and U.K. stamp duty is usually paid by the purchaser.
U.S. Taxation of Distributions

The gross amount of any distributions made by us to a U.S. Holder will generally be subject to U.S. federal income tax as dividend income to the extent paid or
deemed paid out of our current or accumulated earnings and profits, as determined under U.S. federal income tax principles. Such dividends will not be eligible for the
dividends received deduction generally allowed to U.S. corporations with respect to dividends received from other U.S. corporations. To the extent that an amount received by
aU.S. Holder exceedsits allocable share of our current and accumulated earnings and profits, such excess would, subject to the discussion below, be treated first as a tax-free
return of capital which will reduce such U.S. Holder's tax basis in his Avivaordinary shares or ADSs and then, to the extent such distribution exceeds such U.S. Holder’ stax
basis, it will be treated as capital gain.

Subject to applicable holding period and other limitations, the U.S. Dollar amount of dividends received on the Aviva ordinary shares or ADSs in taxable years
beginning prior to January 1, 2011 by certain non-corporate U.S. Holders will be subject to taxation at a maximum rate of 15% if the dividends are “ qualified dividends” and
certain other requirements are met. Dividends paid on the Aviva ordinary shares or ADSs will be treated as qualified dividends if: (i) we are eligible for the benefits of the
Treaty or the ADSs are readily tradable on an established U.S. securities market and (ii) we were not, in the year prior to the year in which the dividend was paid, and are not, in
the year in which the dividend is paid, a passive foreign investment company (“PFIC"). Although we currently believe that distributions on the Aviva ordinary shares or
ADSs that are treated as dividends for U.S. federal income tax purposes should constitute qualified dividends, no assurance can be given that this will be the case. U.S.
Holders should consult their tax advisors regarding the tax rate applicable to dividends received by them with respect to the Aviva ordinary shares or ADSs, as well as the
potential treatment of any loss on a disposition of Aviva ordinary shares or ADSs as long-term capital loss regardless of the U.S. Holders actual holding period for the Aviva
ordinary sharesor ADSs.
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We have not maintained and do not plan to maintain calculations of earnings and profits under U.S. federal income tax principles. Accordingly, it is unlikely that U.S.
Holderswill be able to establish whether adistribution by usisin excess of our and accumulated earnings and profits (as computed under U.S. federal income tax principles). If
U.S. Holders are unable to establish that distributions are in excess of our accumulated earnings and profits as determined under U.S. federal income tax principles, any
distribution by us may be treated astaxable in its entirety asadividend to U.S. Holdersfor U.S. federal income tax purposes.

For foreign tax credit computation purposes, dividends will generally constitute foreign source income, and with certain exceptions, will constitute “ passive category
income”.

U.S. Taxation of Capital Gains

Gain or loss realised by a U.S. Holder on the sale or other disposition of Avivaordinary shares or ADSs will be subject to U.S. federal income taxation as capital gain
or loss in an amount equal to the difference between the U.S. Holder's adjusted tax basis in the Aviva ordinary shares or ADSs and the amount realised on the disposition.
Such gain or loss generally will be treated as long-term capital gain or lossif the Avivaordinary shares or ADSs have been held for more than one year. Any such gain or loss
realised will generally be treated as U.S. source gain or loss. In the case of a U.S. Holder who is an individual, capital gains are currently subject to federal income tax at
preferential ratesif specified minimum holding requirements are met. The deductibility of capital lossesis subject to significant limitations.

Passive Foreign I nvestment Company (“ PFIC") Considerations

We believe that we should not be treated as a PFIC for U.S. federal income tax purposes for the current taxable year and do not expect to become a PFIC in future
years. However, because PFIC status is determined on an annual basis and because our income and assets and the nature of our activities may vary from time to time, we
cannot assure U.S. Holders that we will not be considered a PFIC for any taxable year.

We would be a PFIC for U.S. federal income tax purposes in any taxable year if 75% or more of our gross income would be passive income, or on average at least 50%
of the gross value of our assets is held for the production of, or produces, passive income. In making the above determination, we are treated as earning our proportionate
share of any income and owning our proportionate share of any asset of any company in which we are considered to own, directly or indirectly, 25% or more of the shares by
value. If we were considered a PFIC at any time when aU.S. Holder held the Aviva ordinary shares or ADSs, we generally should continue to be treated as a PFIC with respect
to that U.S. Holder, and the U.S. Holder generally will be subject to special rules with respect to (a) any gain realised on the disposition of the Aviva ordinary shares or ADSs
and (b) any “excess distribution” by usto the U.S. Holder in respect of the Aviva ordinary shares or ADSs. Under the PFIC rules: (i) the gain or excess distribution would be
alocated ratably over the U.S. Holder's holding period for the Aviva ordinary shares or ADSs, (ii) the amount allocated to the taxable year in which the gain or excess
distribution was realised or to any year before we became a PFIC would be taxable as ordinary income and (iii) the amount allocated to each other taxable year would be subject
to tax at the highest tax rate in effect in that year and an interest charge generally applicable to underpayments of tax would be imposed in respect of the tax attributable to each
such year. Because a U.S. Holder that is adirect (and in certain cases indirect) shareholder of a PFIC is deemed to own its proportionate share of interests in any lower-tier
PFICs, U.S. Holders should be subject to the foregoing rules with respect to any of our subsidiaries characterised as PFICs, if we are deemed a PFIC. A U.S. Holder may be able
to avoid many of these adverse tax conseguences if it elects to mark the Aviva ordinary shares or ADSs to market on an annual basis. However, any such mark to market
election would not be available for a lower-tier PFIC. U.S. Holders are urged to consult their tax advisors about the PFIC rules, including the advisability, procedure and timing
of making a mark-to-market election and the U.S. Holder’s eligibility to file such an election (including whether the Aviva ordinary shares or ADSs are treated as ‘‘publicly
traded”’ for such purpose).
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Information Reporting and Backup Withholding

A U.S. Holder may be subject to information reporting to the IRS and possible backup withholding with respect to dividends paid on, or proceeds of the sale or other
disposition of the Aviva ordinary shares or ADSs unless such U.S. Holder is a corporation or qualifies within certain other categories of exempt recipients or provides a
taxpayer identification number and certifies as to no loss of exemption from backup withholding and otherwise complies with applicable requirements of the backup
withholding rules. Amounts withheld under these rules may be credited against the U.S. Holder's U.S. federal income tax liability and aU.S. Holder may obtain arefund of any
excess amounts withheld under the backup withholding rules by filing the appropriate IRS forms and furnishing any required information. A U.S. Holder who does not provide
acorrect taxpayer identification number may be subject to penaltiesimposed by the IRS.

A non-U.S. Holder generally will not be subject to information reporting or backup withholding. with respect to dividends on the Aviva ordinary shares or ADSs,
unless payment is made through a paying agent (or office) in the United States or through certain U.S.-related financial intermediaries. However, aNon-U.S. Holder generally
may be subject to information reporting and backup withholding with respect to the payment within the United States of dividends on the Aviva ordinary shares or ADSs,
unless such non-U.S. Holder provides ataxpayer identification number, certifies under penalties of perjury asto itsforeign status, or otherwise establishes an exemption.

Experts

The consolidated financial statements and schedules of Avivaplc as at 31 December 2008 and 2007, and for each of the three yearsin the period ended 31 December
2008, appearing in this Registration Statement (Form 20-F) have been audited by Ernst & Y oung LLP, independent registered public accounting firm, as set forth in their report
thereon appearing elsewhere herein which as to the years 2007 and 2006, are based in part on the report of PriceWaterhouseCoopers Accountants NV, independent registered
public accounting firm. The financial statements referred to above are included in reliance upon such report given on the authority of such firms as experts in accounting and
auditing.

The audited financial statements of Delta Lloyd N.V. as of 31 December 2007 and for each of the two years in the period ended 31 December 2007, not separately
presented in this Registration Statement, have been audited by PricewaterhouseCoopers Accountants N.V., an independent registered public accounting firm, whose report
thereon appears herein. Such financial statements, to the extent they have been included in the financial statements of Aviva plc, have been so included in reliance on the
report of such independent registered public accounting firm given on the authority of said firm as expertsin auditing and accounting.

Where You Can Find MoreInformation

Asaresult of filing aregistration statement with respect to our ADSs and ordinary shares, we will become subject to the informational requirements of the Securities
Exchange Act of 1934, as amended, and will file reports and other information with the Securities and Exchange Commission. You may read and copy this information at the
following location: Public Reference Room, 100 F Street, N.E., Room 1580, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public
reference room. Copies of these materials can also be obtained by mail at prescribed rates from the Public Reference Room and are available on the Securities and Exchange
Commission’swebsite at http://www.sec.gov.
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Our ADSs will be listed on the New Y ork Stock Exchange, and consequently, our periodic reports and other information filed by us with the SEC can be inspected at
the offices of the New Y ork Stock Exchange, 20 Broad Street, New Y ork, New Y ork 10005, and on the New Y ork Stock Exchange’ s website at http://www.nyse.com.

We aso file reports and other documents with the London Stock Exchange. This information may be viewed on the London Stock Exchange's website at
http://www.londonstockexchange.com, and those reports and documents not filed electronically may be viewed at the Document Viewing Facility, UK Listing Authority,
Financial Services Authority, 25 The North Colonnade, Canary Wharf, London E14 5HS, UK. All reports and other documents filed with the London Stock Exchange are also
published on our website at http://www.aviva.com.

We have not authorised anyone to provide you with information that is different from what is contained in this document. The information in this document is
accurate as of the date on the front cover. Y ou should not assume that the information contained in this document is accurate as of any other date.
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Item 11
QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK

You should read the following information in conjunction with Item 5, “ Operating and Financial Review and Prospects’, Item 3, “ Risk Factors’, and our
consolidated financial statements, including the related notes thereto, including Note 50, both of which are included el sewhere in this document. The following discussion
about our financial risk management activities includes “ forward-looking statements” that involve risks and uncertainties. Actual results could differ materially from
those projected in these forward-looking statements.

Risk Management Framework

We have established a risk management framework whose primary objective is to protect us from events that hinder the sustainable achievement of our strategic
objectives, including failing to exploit opportunities. Risk is categorised as follows:

. Market

. Insurance
. Operational
. Liquidity

This section only considers qualitative and quantitative disclosures concerning market risks. See Item 18, “Financial Statements - Note 50 - Risk management” for
discussion and analyses of the other risks (insurance, operational and liquidity) covered by our risk management framework.

We recognise the critical importance of efficient and effective risk management systems. To this end, we have an established governance framework, which has four
key elements:

Defined terms of reference for the Board of Directors, its committees, and the associated executive management committees;
A clear organisational structure with documented delegated authorities and responsibilities from the Board of Directors to Board committees, executive
management committees and senior management;

° A Group policy framework that sets out risk appetite, risk management, control and business conduct standards for our worldwide operations. Each policy
has a member of senior management who is charged with overseeing compliance with the policy throughout the Group, and sets out the risks being managed,
our risk appetite, and the control standards that we would expect a business to implement; and

. A risk management function operating throughout the Group, from Group Centre, to regional support office, to business units, with clear responsibilities and
objectives.

The adoption of these Group policies enables a consistent approach to risk management at the business unit level. We operate a number of oversight committees that
monitor aggregate risk data and take overall risk management decisions.

We also monitor a set of specific risks on a regular basis through the Group risk monitoring framework. Business units are required to disclose to the Group risk
function all material risks, along with information on likelihood and severity of risks, and the mitigating actions taken or planned. This enables us to assess our overall risk
exposure against local and global risk appetites, and to develop a group-wide risk map, identifying any concentrations of risk that may exist, and to identify where risks lie
outside risk appetite and mitigating action is required or risk appetite requiresrevision in light of changing market conditions. The risk map is refreshed quarterly, and business
units are required to escalate material changes intra-quarter.
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Market Risk

Market risk is the risk of adverse financial impact due to changes in fair values or future cash flows of financial instruments from fluctuations in interest rates, equity
prices, property prices, and foreign currency exchange rates. Market risk arisesin business units due to fluctuations in both the value of liabilities and the value of investments
held. At Group level, it also arisesin relation to the overall portfolio of international businesses and in the value of investment assets owned directly by the shareholders.

We have established a policy on market risk which sets out the principles that businesses are expected to adopt in respect of management of the key market risks to
which we are exposed. We monitor adherence to this market risk policy and regularly review how business units are managing these risks locally, through the Assets
Committee and ultimately to the Asset Liability Committee. For each of the major components of market risk, described in more detail below, we have put in place additional
policies and procedures to set out how each risk should be managed and monitored, and the approach to setting an appropriate risk appetite.

The management of market risk is undertaken in both business units and at Group level. Business units manage market risks locally using their market risk framework
and within local regulatory constraints. Business units may also be constrained by the requirement to meet policyholders’ reasonable expectations and to minimise or avoid
market risk in a number of areas. The Group Assets Committee is responsible for managing market risk at Group level, and a number of investment-related risks, in particular
those faced by the shareholder funds throughout the Group.

The financial impact from changes in market risk (such as interest rates, equity prices and property values) is examined through stress tests adopted in the Individual
Capital Assessment (“ICA"), which consider the impact on capital from variationsin financial circumstances on either remote scenarios, or to changes from the base operating
scenario. ICA is the Group’s own internal assessment of its economic capital requirements. We cal culate our own economic capital using an integrated model which captures
dependencies and diversification benefits between different risk categories. The capital requirement is determined based on a multi-year projection, thus taking into account
the long-term nature of our liabilities. The ICA considers the management actions that may be taken in mitigation of the change in circumstances.

The sensitivity of Group earnings to changesin economic marketsis regularly monitored through sensitivities to investment returns and asset valuesin IFRS.

Our market risk policy sets out the minimum principles and framework for matching liabilities with appropriate assets, the approaches to be taken when liabilities
cannot be matched and the monitoring processes that are required. The Group has criteria for matching assets and liabilities for all classes of business in order to manage the
financial risk from the mismatching of assets and liabilities when investment markets change. The local regulatory environment for each business will also set the conditions
under which assets and liabilities are to be matched.

We write unit-linked business in a number of its operations. In unit-linked business, the policyholder bears the investment risk on the assets held in the unit-linked
funds, as the policy benefits are directly linked to the value of the assets in the fund. The shareholders exposure to market risk on this businessis limited to the extent that
income arising from asset management chargesis based on the value of assets in the fund.
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Equity pricerisk

The Group is subject to equity price risk due to daily changes in the market values of its equity securities portfolio. Our shareholders are exposed to the following
sources of equity risk:

. direct equity shareholdingsin shareholder funds and the Group defined benefit pension funds;
. the indirect impact from changesin the value of equities held in policyholders’ funds from which management charges or a share of performance are taken;
. itsinterest in the free estate of long-term funds.

At business unit level, equity price risk is actively managed in order to mitigate anticipated unfavourable market movements when equity price volatility moves
outside of the designated risk profile applicable to a fund. In addition local asset admissibility regulations require that business units hold diversified portfolios of assets
thereby reducing exposure to individual equities.

Equity risk is also managed using avariety of derivative instruments, including futures and options.

Businesses actively model the performance of equities through the use of stochastic models, in particular to understand the impact of equity performance on
guarantees, options and bonus rates.

The Group Assets Committee actively monitors monthly equity assets owned directly by the Group, which may include some material shareholdings in our strategic
business partners, and also concentrations of specific equity holdings (e.g., the strategic holdings).

A sensitivity to changesin equity pricesisgivenin “—Sensitivity Analysis’ later in thisitem.
Property pricerisk

The Group is subject to property price risk due to holdings of investment properties in a variety of locations worldwide. The investment in property is managed at
business unit level, and is subject to local regulations on asset admissibility, liquidity requirements and the expectations of policyholders. At 31 December 2008, no material
derivative contracts had been entered into to mitigate the effects of changesin property prices.

A sensitivity to changesin property pricesisgivenin “—Sensitivity Analysis” later in thisitem.
Interest raterisk
Interest rate risk arises primarily from our investments in long-term debt and fixed income securities, which are exposed to fluctuationsin interest rates.

Interest rate risk also exists in products the Group sells, in particular from policies that carry investment guarantees on early surrender or at maturity, where claim
values can become higher than the value of assets backing the contracts when interest rates rise or fall. We manage this risk by adopting close asset liability matching criteria,
to minimise the impact of mismatches between the value of assets and liabilities from interest rate movements. However, where any mismatch is within our risk tolerance, the
impact is monitored through value-at-risk analysis. This considers the potential losses that would be incurred under scenarios to which is attributed a specific probability. The
probability is defined by the Group’ risk appetite and scenarios are based on the historical analysis of market prices and volatility trends.

253




On short-term business such as general insurance business we require a close matching of assets and liabilities to minimise thisrisk.
Interest rate risk is monitored and managed by the Assets Committee and the Asset Liability Management Committee.

Exposure to interest rate risk is monitored through several measures that include value-at-risk analysis (i.e. the maximum loss that can be suffered on an investment
portfolio over one year), position limits, scenario testing, stress testing and asset and liability matching using measures such as duration. The impact of exposure to sustained
low interest ratesis regularly monitored.

Interest rate risk is also managed using a variety of derivative instruments, including futures, options and swaps, caps and floors, in order to provide a degree of
hedging against unfavourable market movementsin interest rates inherent in the assets backing technical liabilities.

At 31 December 2008, the Group had entered into a number of interest rate swap agreements to mitigate the effects of potential adverse interest rate movements, and
to enable close matching of assets and liabilities.

A sensitivity to changes in interest rates is given in “—Sensitivity Analysis’ later in this item. Further information on borrowings is included Item 18, “Financia
Statements — Note 42 Borrowings’.

Currency risk

We operate internationally and as a result are exposed to foreign currency exchange risk arising from fluctuations in exchange rates of various currencies.
Approximately half of our premium income arises in currencies other than sterling and our net assets are denominated in a variety of currencies, of which the largest are euro,
sterling, and US dollars. We do not hedge foreign currency revenues as these are substantially retained locally to support the growth of our business and meet local
regulatory and market requirements.

Our foreign exchange policy requires that each of the Group’s subsidiaries maintain sufficient assets in their local currencies to meet local currency liabilities.
Therefore, capital held by our business units should be able to support local business activities regardless of foreign currency movements. However, such movements may
impact the value of the Group's consolidated shareholders' equity which is expressed in sterling. This aspect of foreign exchange risk is monitored and managed centrally,
against pre-determined limits. Our foreign exchange policy isto manage these exposures by aligning the deployment of capital by currency with the Group’sregulatory capital
requirements by currency. Limits are set to control the extent to which the deployment of capital is not aligned fully with the Group's capital requirement for each major
currency. Currency borrowings and derivatives are used to manage exposures within the limits that have been set.

The table below presents the Group’stotal equity deployment by currency as of 31 December 2008, 2007 and 2006:

Sterling Euro Uss Other Total

£m £m £m £m £m
2008 2,041 7,981 2,130 2,294 14,446
2007 3,809 8,667 1,456 1,999 15,931
2006 3,289 7,698 1,508 1,569 14,064

Net assets are stated after taking account of the effect of currency swaps and forward foreign exchange contracts.
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A 10% change in sterling to euro/US$ foreign exchange rates would have had the following impact on net assets. Apart from the impact on financial instruments
covered below, the changes arise from retransl ation of business unit statements of financial position from their functional currencies into sterling, with movements being taken
through the currency translation reserve. These movementsin exchange rates therefore have no impact on profit.

The table below presents the Group’s net assets as of 31 December 2008, 2007 and 2006:

10% increase 10% decrease 10% increase 10% decrease
in sterling/ in sterling/ in sterling/ in sterling/
euro rate euro rate US$rate US$rate
£m £m £m £m

December 2008 (798) 798 (213) 213

December 2007 (867) 867 (146) 146

December 2006 (770) 770 (151) 151

We have minimal exposure to currency risk from financial instruments held by business units in currencies other than their functional currencies, as nearly all such
holdings are backing either unit-linked or with-profit contract liabilities.

Derivativesrisk

Derivatives are used by anumber of the larger businesses, within policy guidelines agreed by the Board of Directors and overseen by a Group Derivatives Committee,
which monitors implementation of the policy, exposure levels and approves large or complex transactions proposed by business units. Derivatives are primarily used for
efficient investment management, risk hedging purposes or to structure specific retail-savings products. We also manage a number of hedge funds which use derivatives
extensively within a defined derivative framework. Derivative transactions are fully covered by either cash or corresponding assets and liabilities. Speculative activity is
prohibited, unless approval has been obtained from the Derivatives Approval Committee. Over-the-counter derivative contracts are entered into only with approved
counterparties, in accordance with our Group policies, thereby reducing the risk of credit loss. We apply strict requirements to the administration and valuation processes it
uses, and has a control framework that is consistent with market and industry practice for the activity that is undertaken.

Creditrisk

We have significant exposure to credit risk through our investmentsin corporate bonds, commercial mortgages and structured securities. We hold these investments
for the benefit of both shareholders and policyholders. We monitor and manage two types of credit risk. First, we manage the exposure to individual counterparties by
measuring the exposure against centrally set limits. We determine the aggregate exposure we are prepared to accept by taking account of credit ratings issued by rating
agencies such as Standards & Poor’s. We also manage the level of risk we are prepared to take, and we are using increasingly detailed analysis to define our optimal balance
between risk and reward, monitoring the types of investment available to use to best achieve our aims. We also consider the risk of afall in the value of fixed-interest securities
from changes in the perceived creditworthiness of the issuer which is typically recognised through changes in the fixed-interest securities’ credit spreads. Our Credit
Approvals Committee monitors credit exposure to individual counterparties and determines who we are prepared to work with. The Assets Committee sets our credit risk
appetite as part of our overall management of market risk. In 2008 we enhanced our capability to monitor and manage credit risk through the development of credit risk systems.
We are also exposed to credit risk through our use of reinsurance. Our Credit Approvals Committee also verifies that reinsurance arrangements are only placed with providers
who meet our counterparty credit standards. See Item 18, “Financial Statements - Note 50 - Risk management” for further discussion and quantitative analysis of credit risk.
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Correlation risk

We recognise that identified lapse behaviour and potential increases in consumer expectations are sensitive to and interdependent with market movements and
interest rates. These interdependencies are taken into consideration in the Group internal capital model and calibrated for 1:200 year stresstests.

A number of policyholder participation features have an influence on the Group's interest rate risk. The major features include guaranteed surrender values,

guaranteed annuity options, and minimum surrender and maturity values. Details of material guarantees and options are given in Item 18, “Financial Statements— Note 35—
Financial Guarantees and Options’.
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Sensitivity Analysis

We use anumber of sensitivity test-based risk management tools to understand the volatility of earnings, the volatility of our capital requirements, and to manage our
capital more efficiently. Sensitivities to economic and operating experience are regularly produced on all of our financia performance measurements to inform our decision
making and planning processes, and as part of the framework for identifying and quantifying the risks to which each of its business units, and the Group as a whole are
exposed. We also look at the effect on our key performance indicators of a1:10 year financial shock aswell as more remote financial shocks.

We determine sensitivities using internal models that calculate net asset values and capital requirements based on current and, where required to determine the value
of future profits best-estimate assumptions. IFRS sensitivities are independent of capital requirements. The base case is stressed by applying defined adverse economic
scenarios and the loss in our shareholder equity and investment return is determined as the difference between the result obtained under the stress scenario and the current

value.

The table below presents certain results of |FRS sensitivity testing for long-term business, general insurance and health business and the fund management and non-
insurance business. For each |FRS sensitivity test, theimpact of areasonably possible changein asingle factor is shown, with other assumptions left unchanged.

Sensitivity Factor

Description of sensitivity factor applied

Interest rate and investment return

Equity/property market values

The impact of a change in market interest rates by + 1% (e.g. if acurrent interest rateis
5%, the impact of an immediate change to 4% and 6%). The test allows consistently for
similar changes to investment returns and movements in the market value of backing
fixed interest securities.

The impact of achange in equity/property market values by + 10%

Long-term business

Sensitivities as at 31 December 2008

Impact on profit before tax (Em)

Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Insurance participating (10 (165) 85 (90)

Insurance non-participating (25) 135 90 (90)

Investment participating (35) (55) 25 (20)

Investment non-participating (10 10 20 (20)

Assets backing life shareholders’ funds (20) 30 180 (180)

Total (100) (45) 400 (400)
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Impact before tax on shareholders' equity (Em)

Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Insurance participating (30) (135) 85 (90)

Insurance non-participating (185) 270 110 (105)

Investment participating (50) (40) 30 (25)

Investment non-participating (210) 230 20 (20)

Assets backing life shareholders’ funds (80) 95 190 (190)

Total (555) 420 435 (430)

Sensitivities as at 31 December 2007

Impact on profit before tax (Em)
Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Insurance participating 15 (10) - -

Insurance non-participating (205) 165 45 (35)

Investment participating (5) (25) - -

Investment non-participating (35) 40 65 (60)

Assets backing life shareholders’ funds (115) 140 180 (175)

Total (345) 310 290 (270)

Impact before tax on shareholders' equity (Em)
Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Insurance participating (5) 20 - -

Insurance non-participating (320) 275 105 (95)

Investment participating (5) (25) - -

Investment non-participating (170) 190 65 (60)

Assets backing life shareholders’ funds (165) 190 460 (455)

Total (665) 650 630 (610)

The different impacts of the economic sensitivities on profit and shareholders' equity arise from classification of certain assets as available for sale in some business
units, for which movementsin unrealised gains or losses would be taken directly to shareholders’ equity.

The sensitivities to economic movements relate mainly to business in the U.K., U.S. and the Netherlands. In the U.K. and U.S., afall in market interest rates has a
beneficial impact on non-participating business and shareholders' funds, due to the increase in market value of fixed interest securities and the relative durations of assets and
liabilities; similarly arise in interest rates has a negative impact. In the U.S. most debt securities are classified as available-for-sale, which limitsthe overall sensitivity of IFRS
profit to interest rate movements. In contrast, a rise in market interest rates has a positive impact for non-participating business in the Netherlands, due to the effect of
minimum investment return guarantees, which actsto partly offset theimpactsinthe U.K. and U.S..

The sensitivity to movements in equity and property market values relates mainly to holdings in the Netherlands, although the impact on IFRS profit is moderated by
the classification of equities as available for sale.

Changes in sensitivities between 2007 and 2008 reflect movements in market interest rates, portfolio growth, changes to asset mix and the relative durations of assets
and liabilities, and asset liability management actions.
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General insurance and health business

Sensitivitiesas at 31 December 2008

Impact on profit before tax (Em)

Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Gross of reinsurance (310 300 90 (90)

Net of reinsurance (360) 360 90 (90)

Impact before tax on shareholders' equity (Em)
Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Gross of reinsurance (310) 300 920 (90)

Net of reinsurance (360) 360 90 (90)

Sensitivities as at 31 December 2007

Impact on profit before tax (Em)
Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Gross of reinsurance (205) 235 110 (110)

Net of reinsurance (255) 290 110 (110)

Impact before tax on shareholders' equity (Em)
Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Gross of reinsurance (205) (235) 110 (110)

Net of reinsurance (255) (290) 110 (110)

Fund management and non-insurance business

Sensitivities as at 31 December 2008

Impact on profit before tax (Em)
Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Total 15 (20) 115 (115)

|mpact before tax on shareholders’ equity (Em)
Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Total - (10) 195 (195)

Sensitivities as at 31 December 2007

Impact on profit before tax (Em)
Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Total (35) 35 55 (55)

Impact befor e tax on shareholders' equity (Em)
Interest rates Interest rates Equity/property Equity/property
+1% -1% +10% -10%

Total (35) 85 55 (55)

Limitations of sensitivity analysis

The above tables demonstrate the effect of a change in a key assumption while other assumptions remain unchanged. In reality, there is a correlation between the
assumptions and other factors (e.g. movements in equity prices are likely to be associated to movements in interest rates). It should also be noted that these sensitivities are
non-linear, and larger or smaller impacts should not be interpolated or extrapolated from these results.
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The sensitivity analyses do not take into consideration that our assets and liabilities are actively managed. Additionally, the financial position of the Group may vary
at the time that any actual market movement occurs. For example, our financial risk management strategy aims to manage the exposure to market fluctuations. As investment
markets move past various trigger levels, management actions could include selling investments, changing investment portfolio allocation, adjusting bonuses credited to
policyholders, and taking other protective action.

A number of the business units use passive assumptions to calculate their long-term business liabilities. Consequently, the actual impact of a change in the
assumptions may not have any impact on the liabilities, whereas assets are held at market value on the statement of financial position. In these circumstances, the different
measurement bases for liabilities and assets may lead to volatility in shareholder equity. Similarly, for general insurance liabilities, the interest rate sensitivities only affect profit
and equity where explicit assumptions are made regarding interest (discount) rates or future inflation.

Other limitations in the above sensitivity analyses include the use of hypothetical market movements to demonstrate potential risk that only represent our view of
possible near-term market changes that cannot be predicted with any certainty, and the assumption that all interest rates movein an identical fashion.
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Item 12

DESCRIPTION OF SECURITIESOTHER THAN EQUITY SECURITIES

We are applying to register the ordinary shares underlying our American Depositary Shares (*ADSs") under the Securities Exchange Act of 1934, as amended. We
aso intend to list 1,369,490,150 American Depositary Shares (“ADSs") which may be represented by American Depositary Receipts (“ADRS") for trading on the New Y ork
Stock Exchange under the symbol “AV”, pending registration of the ordinary shares represented by ADSs on Form F-6. Asof the date of this document, we comply with the
minimum numerical standards for listing our ADSs on the New Y ork Stock Exchange with respect to our ordinary sharesincluding: (i) at least 5,000 worldwide stockholders of
100 of ordinary shares or more; and (ii) at least 2,500,000 publicly held ordinary shares worldwide; and (iii) an aggregate market value of publicly held ordinary shares of at least
$100 million worldwide.

We are providing you with this summary description below of the material terms of the ADSs, of your material rights as an owner of ADSs and of certain matters that
may be relevant to the ownership of ADSs but that may not be contained in the deposit agreement. Please remember that summaries by their nature lack the precision of the
information summarised and that the rights and obligations of an owner of ADSs will be determined by reference to the terms of the deposit agreement and not by this
summary. We urge you to review the deposit agreement in its entirety.

This summary description assumes you have opted to own the ADSs directly by means of an ADS registered in your name and, as such, we will refer to you as the
“holder.” When we refer to “you,” we assume the reader owns ADSs and will own ADSs at the relevant time.

How do ADSswork?

Citibank, N.A. has agreed to act as the depositary bank for the ADSs. Citibank’s depositary offices are located at 388 Greenwich Street, New York, New York
10013. ADSs represent ownership interests in securities that are on deposit with the depositary bank. The depositary bank typically appoints a custodian to safekeep the
securities on deposit. In this case, the custodian is Citibank, N.A. (London Branch), located at 25 Molesworth Street, Lewisham, London SE13 7EX.

We will appoint Citibank as depositary bank pursuant to a deposit agreement. A copy of the form of deposit agreement is on file with the SEC under cover of a
Registration Statement on Form F-6. You may obtain a copy of the form of deposit agreement from the SEC's Public Reference Room at 100 F Street, N.E., Washington,
D.C. 20549 and from the SEC's website (www.sec.gov). Please refer to the registration number of this registration statement when retrieving such copy.

Each ADS will represent the right to receive two (2) ordinary shares on deposit with the custodian. An ADS will also represents the right to receive any other
property received by the depositary bank or the custodian on behalf of the owner of the ADS but that has not been distributed to the owners of ADSs because of legal
restrictions or practical considerations.

If you become an owner of ADSs, you will become a party to the deposit agreement and therefore will be bound to its terms and to the terms of any ADR that
represents your ADSs. The deposit agreement and the ADR specify our rights and obligations as well as your rights and obligations as owner of ADSs and those of the
depositary bank. Asan ADS holder you appoint the depositary bank to act on your behalf in certain circumstances. The deposit agreement and the ADRs are governed by
New York law. However, our obligations to the holders of our ordinary shareswill continue to be governed by the laws of England and Wales, which may be different from the
lawsin the United States.
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As an owner of ADSs, you may hold your ADSs either by means of an ADR registered in your name, through a brokerage or safekeeping account, or through an
account established by the depositary bank in your name reflecting the registration of uncertificated ADSs directly on the books of the depositary bank (commonly referred to
as the “direct registration system” or “DRS"). The direct registration system reflects the uncertificated (book-entry) registration of ownership of ADSs by the depositary
bank. Under the direct registration system, ownership of ADSs is evidenced by periodic statements issued by the depositary bank to the holders of the ADSs. The direct
registration system includes automated transfers between the depositary bank and The Depository Trust Company (“DTC"), the central book-entry clearing and settlement
system for equity securitiesin the United States. If you decide to hold your ADSs through your brokerage or saf ekeeping account, you must rely on the procedures of your
broker or bank to assert your rights as ADS owner. Banks and brokers typically hold securities such as the ADSs through clearing and settlement systems such asDTC. The
procedures of such clearing and settlement systems may limit your ability to exercise your rights as an owner of ADSs. Please consult with your broker or bank if you have
any questions concerning these limitations and procedures. All ADSs held through DTC will be registered in the name of a nominee of DTC. This summary description
assumes you have opted to own the ADSs directly by means of an ADS registered in your name and, as such, we will refer to you as the “holder.” When werefer to “you,”
we assume the reader owns ADSs and will own ADSs at the relevant time.

How does the depositary issue ADSs?

The depositary bank may create ADSs on your behalf if you or your broker deposit ordinary shares with the custodian. The depositary bank will deliver these ADSs
to the person you indicate only after you pay any applicable issuance fees and any charges and taxes payable for the transfer of the ordinary shares to the custodian. Y our
ability to deposit ordinary shares and receive ADSs may be limited by legal considerations concerning the laws in the U.S. and England and Wales applicable at the time of
deposit.

The issuance of ADSs may be delayed until the depositary bank or the custodian receives confirmation that all required approvals have been given and that the
ordinary shares have been duly transferred to the custodian. The depositary bank will only issue ADSsin whole numbers.

When you make a deposit of ordinary shares, you will be responsible for transferring good and valid title to the depositary bank. As such, you will be deemed to
represent and warrant that:

. The ordinary shares are duly authorised, validly issued, fully paid, non-assessable and legally obtained.

. All pre-emptive (and similar) rights, if any, with respect to such ordinary shares have been validly waived or exercised.

. Y ou are duly authorised to deposit the ordinary shares.

. The ordinary shares presented for deposit are free and clear of any lien, encumbrance, security interest, charge, mortgage or adverse claim, and are not, and

the ADSs issuable upon such deposit will not be, “restricted securities” (as defined in the deposit agreement).
. The ordinary shares presented for deposit have not been stripped of any rights or entitlements.

If any of the representations or warranties are incorrect in any way, we and the depositary bank may, at your cost and expense, take any and all actions necessary to
correct the consequences of the misrepresentations.

How will | receive dividends and other distributions?

Asaholder, you generally have the right to receive the distributions we make on the securities deposited with the custodian. Y our receipt of these distributions may
be limited, however, by practical considerations and legal limitations. Holders will receive such distributions under the terms of the deposit agreement in proportion to the
number of ADSs held as of a specified record date.
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Cash Distributions

Whenever we make a cash distribution for the securities on deposit with the custodian, we will deposit the funds with the custodian. Upon receipt of confirmation of
the deposit of the requisite funds, the depositary bank will arrange for the funds to be converted into U.S. dollars and for the distribution of the U.S. dollars to the holders,
subject to the laws of both the U.S. and England and Wales.

The conversion into U.S. dollars will take place only if practicable and if the U.S. dollars are transferable to the United States. The amounts distributed to holders will
be net of the fees, expenses, taxes and governmental charges payable by holders under the terms of the deposit agreement. The depositary bank will apply the same method
for distributing the proceeds of the sale of any property (such as undistributed rights) held by the custodian in respect of securities on deposit.

The distribution of cash will be made net of the fees, expenses, taxes and governmental charges payable by holders under the terms of the deposit agreement.
Share Distributions

Whenever we make a free distribution of ordinary shares for the securities on deposit with the custodian, we will deposit the applicable number of ordinary shares
with the custodian. Upon receipt of confirmation of such deposit, the depositary bank will either distribute to holders new ADSs representing the ordinary shares deposited or
modify the ADS-to-ordinary share ratio, in which case each ADS you hold will represent rights and interests in the additional ordinary shares so deposited. Only whole new
ADSswill bedistributed. Fractional entitlementswill be sold and the proceeds of such sale will be distributed asin the case of a cash distribution.

The distribution of new ADSs or the modification of the ADS-to-ordinary share ratio upon a distribution of ordinary shares will be made net of the fees, expenses,
taxes and governmental charges payable by holders under the terms of the deposit agreement. In order to pay such taxes or governmental charges, the depositary bank may
sell al or aportion of the new ordinary shares so distributed.

No such distribution of new ADSs will be made if it would violate a law (i.e., the U.S. securities laws) or if it is not operationally practicable. If the depositary bank
does not distribute new ADSs as described above, it may sell the ordinary shares received upon the terms described in the deposit agreement and will distribute the proceeds
of thesale asin the case of adistribution of cash.

Rights to Receive Additional Shares

Whenever we intend to distribute rights to purchase additional ordinary shares, we will give prior notice to the depositary bank and we will assist the depositary bank
in determining whether it islawful and reasonably practicable to distribute rights to purchase additional ADSsto holders.

The depositary bank will establish procedures to distribute rights to purchase additional ADSs to holders and to enable such holders to exercise such rights if it is
lawful and reasonably practicable to make the rights available to holders of ADSs, and if we provide all of the documentation contemplated in the deposit agreement (such as
opinions to address the lawfulness of the transaction). Y ou may have to pay fees, expenses, taxes and other governmental charges to subscribe for the new ADSs upon the
exercise of your rights. The depositary bank is not obligated to establish procedures to facilitate the distribution and exercise by holders of rights to purchase new ordinary
shares other than in the form of ADSs.
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The depositary bank will not distribute the rightsto you if:

. We do not timely request that the rights be distributed to you or we request that the rights not be distributed to you; or
. Wefail to deliver reasonably satisfactory documents to the depositary bank; or
. It is not reasonably practicable to distribute the rights.

The depositary bank will sell the rights that are not exercised or not distributed if such sale is lawful and reasonably practicable. The proceeds of such sale will be
distributed to holders asin the case of acash distribution. |f the depositary bank is unableto sell therights, it will allow the rightsto lapse.

Elective Distributions

Whenever we intend to distribute a dividend payable at the election of shareholders either in cash or in additional shares, we will give prior notice thereof to the
depositary bank and will indicate whether we wish the elective distribution to be made available to you. In such case, we will assist the depositary bank in determining
whether such distribution islawful and reasonably practicable.

The depositary bank will make the election available to you only if it is reasonably practicable and if we have provided all of the documentation contemplated in the
deposit agreement. In such case, the depositary bank will establish procedures to enable you to elect to receive either cash or additional ADSs, in each case as described in
the deposit agreement.

If the election is not made available to you, you will receive either cash or additional ADSs, depending on what a shareholder in England and Wales would receive
upon failing to make an election, as more fully described in the deposit agreement.

Other Distributions

Whenever we intend to distribute property other than cash, ordinary shares or rights to purchase additional ordinary shares, we will notify the depositary bank in
advance and will indicate whether we wish such distribution to be made to you. If so, we will assist the depositary bank in determining whether such distribution to holdersis
lawful and reasonably practicable.

If it is reasonably practicable to distribute such property to you and if we provide all of the documentation contemplated in the deposit agreement, the depositary
bank will distribute the property to the holdersin amanner it deems practicable.

The distribution will be made net of fees, expenses, taxes and governmental charges payable by holders under the terms of the deposit agreement. In order to pay
such taxes and governmental charges, the depositary bank may sell all or aportion of the property received.

The depositary bank will not distribute the property to you and will sell the property if:
. We do not request that the property be distributed to you or if we ask that the property not be distributed to you; or

. We do not deliver reasonably satisfactory documents to the depositary bank; or
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. The depositary bank determinesthat all or aportion of the distribution to you is not reasonably practicable.
The proceeds of such asale will be distributed to holders as in the case of a cash distribution.
What happensif the Company decides to redeem its shares?

Whenever we decide to redeem any of the securities on deposit with the custodian, we will notify the depositary bank in advance. If itispracticable and if we provide
al of the documentation contemplated in the deposit agreement, the depositary bank will provide notice of the redemption to the holders.

The custodian will be instructed to surrender the shares being redeemed against payment of the applicable redemption price. The depositary bank will convert the
redemption funds received into U.S. dollars upon the terms of the deposit agreement and will establish procedures to enable holders to receive the net proceeds from the
redemption upon surrender of their ADSs to the depositary bank. You may have to pay fees, expenses, taxes and other governmental charges upon the redemption of your
ADSs. If lessthan all ADSs are being redeemed, the ADSs to be retired will be selected by lot or on a pro rata basis, as the depositary bank may determine.

What happensto my ADSsif thereisareclassification, recapitalisation or merger involving us?

The ordinary shares held on deposit for your ADSs may change from time to time. For example, there may be a changein nominal or par value, a split-up, cancellation,
consolidation or reclassification of such ordinary shares or arecapitalisation, reorganisation, merger, consolidation or sale of assets.

If any such change were to occur, your ADSswould, to the extent permitted by law, represent the right to receive the property received or exchanged in respect of the
ordinary shares held on deposit. The depositary bank may in such circumstances deliver new ADSs to you, amend the deposit agreement, the ADRs and the applicable
Registration Statement(s) on Form F-6, call for the exchange of your existing ADSs for new ADSs and take any other actions that are appropriate to reflect as to the ADSs the
change affecting the ordinary shares. If the depositary bank may not lawfully distribute such property to you, the depositary bank may, with our approval, sell such property
and distribute the net proceeds to you asin the case of a cash distribution.

How can | transfer, combine or split up my ADRs?

As an ADR holder, you will be entitled to transfer, combine or split up your ADRs and the ADSs evidenced thereby. For transfers of ADRs, you will have to
surrender the ADRs to be transferred to the depositary bank and also must:

L] ensure that the surrendered ADR certificate is properly endorsed or otherwise in proper form for transfer;

= provide such proof of identity and genuineness of signatures as the depositary bank deems appropriate;

L] provide any transfer stamps required by the State of New Y ork or the United States; and

L] pay all applicable fees, charges, expenses, taxes and other government charges payable by ADR holders pursuant to the terms of the deposit agreement,

upon the transfer of ADRs.

To have your ADRs either combined or split up, you must surrender the ADRs in question to the depositary bank with your request to have them combined or split
up, and you must pay all applicable fees, charges and expenses payable by ADR holders, pursuant to the terms of the deposit agreement, upon a combination or split up of
ADRs.
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1f | become an ADS holder, how do | surrender an ADS and obtain shares?

As a holder, you will be entitled to present your ADSs to the depositary bank for cancellation and then receive the corresponding number of underlying ordinary
shares at the custodian’s offices. Your ability to withdraw the ordinary shares may be limited by legal considerations under the laws of both the U.S. and England and Wales
applicable at the time of withdrawal. In order to withdraw the ordinary shares represented by your ADSs, you will be required to pay to the depositary bank the fees for
cancellation of ADSs and any charges and taxes payable upon the transfer of the ordinary shares being withdrawn. Y ou assume therisk for delivery of all funds and securities
upon withdrawal. Once cancelled, the ADSswill not have any rights under the deposit agreement.

If you hold ADSsregistered in your name, the depositary bank may ask you to provide proof of identity and genuineness of any signature and such other documents
as the depositary bank may deem appropriate before it will cancel your ADSs. The withdrawal of the ordinary shares represented by your ADSs may be delayed until the
depositary bank receives satisfactory evidence of compliance with all applicable laws and regulations. Please keep in mind that the depositary bank will only accept ADSs for
cancellation that represent awhole number of securities on deposit.

You will have theright to withdraw the securities represented by your ADSs at any time except for:

. Temporary delays that may arise because (i) the transfer books for the ordinary shares or ADSs are closed, or (ii) ordinary shares are immobilised on account
of ashareholders' meeting or a payment of dividends.

. Obligationsto pay fees, taxes and similar charges.

. Restrictions imposed because of laws or regulations applicable to ADSs or the withdrawal of securities on deposit.

The deposit agreement may not be modified to impair your right to withdraw the securities represented by your ADSs except to comply with mandatory provisions of
law.

How do | vote?

Asaholder, you generally have the right under the deposit agreement to instruct the depositary bank to exercise the voting rights for the ordinary shares represented
by your ADSs. The voting rights of holders of ordinary shares are described in Item 10, “Additional Information—Memorandum and Articles of Association—Voting”.

At our reguest, the depositary bank will distribute to you any notice of shareholders’ meeting received from us together with information explaining how to instruct
the depositary bank to exercise the voting rights of the securities represented by ADSs.

If the depositary bank timely receives voting instructions from a holder of ADSs, it will endeavour to vote the securities represented by the holder's ADSs in
accordance with such voting instructions.

Please note that the ability of the depositary bank to carry out voting instructions may be limited by practical and legal limitations and the terms of the securities on
deposit. We cannot assure you that you will receive voting materials in time to enable you to return voting instructions to the depositary bank in atimely manner. Securities
for which no voting instructions have been received will not be voted.
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What are my obligations to provide information or otherwise report?

Applicable laws and regulations may require you to satisfy reporting requirements and obtain regulatory approvals in certain circumstances. You are solely
responsible for complying with such reporting requirements and obtaining such approvals. Neither the depositary bank, the custodian, us or any of their or our respective
agents or affiliates shall be required to take any actions whatsoever on behalf of you to satisfy such reporting requirements or obtain such regulatory approvals under
applicable laws and regulations.

Your failure to comply with a disclosure notice from us may result in the imposition of sanctions against your underlying ordinary shares, as provided in the U.K.
Companies Act 2006 and our Articles of Association, which currently include the withdrawal of voting rights of such ordinary shares and the imposition of restrictions on the
rights to receive dividends on and to transfer such ordinary shares. In addition, you must comply with the provisions of the Transparency Obligations Directive (Disclosure
and Transparency Rules) Instrument 2006 (FSA 2006/70) and the Disclosure Rules and Transparency Rules sourcebook with regard to the notification to us of interests in
ordinary shares, which currently provide, amongst other things, that a person must notify the issuer of the percentage of its voting rights he holds as shareholder or through
hisdirect or indirect holding of certain financial instrumentsif the percentage of those voting rights reaches, exceeds or falls below 3% as aresult of an acquisition or disposal
of shares or financial instruments. See Item 10, “ Additional Information—Memorandum and Articles of Association—Major Shareholding and Disclosure of Interests’. We
may, in our sole discretion but subject to applicable law, instruct the depositary bank to take action with respect to your ownership interest where you have not complied with
an information request by us. Notwithstanding anything contained in this section to the contrary, the depositary bank shall exercise its commercially reasonable efforts with
respect to any action requested by us to be taken pursuant to the preceding sentence.

What feesand expensesdo | haveto pay if | become an ADS holder?

Asan ADS holder, you will be required to pay the following service fees to the depositary bank:

Service Fees

) I ssuance of ADSs Up to U.S. 5¢ per ADS issued

° Cancellation of ADSs Up to U.S. 5¢ per ADScancelled
) Distribution of cash dividendsor other cash distributions Up to U.S. 5¢ per ADS held

. Distribution of ADSs pursuant to stock dividends, freestock distributionsor | UptoU.S. 5¢ per ADS held
exercise of rights.

. Distribution of securities other than ADSsor rightsto purchase additional Up to U.S. 5¢ per ADS held
ADSs

. Depositary Services Up to U.S. 5¢ per ADSheld on the applicable record date(s) established by the
Depositary
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Asan ADS holder you will also be responsible to pay certain fees and expenses incurred by the depositary bank and certain taxes and governmental charges such as:

. Fees for the transfer and registration of ordinary shares charged by the registrar and transfer agent for the ordinary shares in England and Wales (i.e., upon
deposit and withdrawal of ordinary shares).

. Expenses incurred for converting foreign currency into U.S. dollars.

. Expenses for cable, telex and fax transmissions and for delivery of securities.

. Taxes and duties upon the transfer of securities (i.e., when ordinary shares are deposited or withdrawn from deposit).

Fees and expenses incurred in connection with compliance with exchange control regulations or other regulatory requirements applicable to the ordinary
shares.

. Fees and expensesincurred in connection with the delivery or servicing of ordinary shares on deposit.

Depositary fees payable upon the issuance and cancellation of ADSs are typically paid to the depositary bank by the brokers (on behalf of their clients) receiving the
newly issued ADSs from the depositary bank and by the brokers (on behalf of their clients) delivering the ADSs to the depositary bank for cancellation. The brokersin turn
charge these feesto their clients. Depositary fees payable in connection with distributions of cash or securities to ADS holders and the depositary services fee are charged by
the depositary bank to the holders of record of ADSs as of the applicable ADS record date.

The Depositary fees payable for cash distributions are generally deducted from the cash being distributed. In the case of distributions other than cash (i.e., stock
dividend, rights), the depositary bank charges the applicable fee to the ADS record date holders concurrent with the distribution. In the case of ADSs registered in the name
of the investor (whether certificated or uncertificated in direct registration), the depositary bank sends invoices to the applicable record date ADS holders. In the case of
ADSs held in brokerage and custodian accounts (via DTC), the depositary bank generally collects its fees through the systems provided by DTC (whose nominee is the
registered holder of the ADSs held in DTC) from the brokers and custodians holding ADSs in their DTC accounts. The brokers and custodians who hold their clients’ ADSs
in DTC accountsin turn charge their clients’ accounts the amount of the fees paid to the depositary banks.

In the event of refusal to pay the depositary fees, the depositary bank may, under the terms of the deposit agreement, refuse the requested service until payment is
received or may set off the amount of the depositary fees from any distribution to be made to the ADS holder.

Note that the fees and charges you may be required to pay may vary over time and may be changed by us and by the depositary bank. Y ou will receive prior notice of
such changes.

The depositary bank may reimburse us for certain expenses incurred by us in respect of the ADR program established pursuant to the deposit agreement upon such
terms and conditions as we and the depositary bank may agree from time to time.

How may the deposit agreement be terminated or amended?

We may agree with the depositary bank to modify the deposit agreement at any time without your consent. We undertake to give holders 30 days' prior notice of any
modifications that would materially prejudice any of their substantial rights under the deposit agreement. We will not consider to be materially prejudicial to your substantial
rights any modifications or supplements that are reasonably necessary for the ADSs to be registered under the Securities Act or to be eligible for book-entry settlement, in
each case without imposing or increasing the fees and charges you are required to pay. In addition, we may not be able to provide you with prior notice of any modifications
or supplements that are required to accommodate compliance with applicable provisions of law.
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You will be bound by the modifications to the deposit agreement if you continue to hold your ADSs after the modifications to the deposit agreement become
effective. The deposit agreement cannot be amended to prevent you from withdrawing the ordinary shares represented by your ADSs (except as permitted by law).

We have the right to direct the depositary bank to terminate the deposit agreement. We have agreed to an initial appointment of the depositary for five years during
which time we may only terminate the deposit agreement for cause. Similarly, the depositary bank may in certain circumstances on its own initiative terminate the deposit
agreement. In either case, the depositary bank must give notice to the holders at least 30 days before termination. Until termination, your rights under the deposit agreement
will be unaffected.

After termination, the depositary bank will continue to collect distributions received (but will not distribute any such property until you request the cancellation of
your ADSs) and may sell the securities held on deposit. After the sale, the depositary bank will hold the proceeds from such sale and any other funds then held for the
holders of ADSs in a non-interest bearing account. At that point, the depositary bank will have no further obligationsto holders other than to account for the funds then held
for the holders of ADSs still outstanding (after deduction of applicable fees, taxes and expenses).

How can | inspect the books of the depositary?

The depositary bank will maintain ADS holder records at its depositary office. Y ou may inspect such records at such office during regular business hours but solely
for the purpose of communicating with other holdersin the interest of business matters relating to the ADSs and the deposit agreement.

The depositary bank will maintainin New Y ork facilities to record and process the issuance, cancellation, combination, split-up and transfer of ADSs. These facilities
may be closed from time to time, to the extent not prohibited by law.

What arethe Company’s limitations, obligations and liabilities and those of the depositary to ADS holders?
The deposit agreement limits our obligations and the depositary bank’s obligations to you. Please note the following:
. We and the depositary bank are obligated only to take the actions specifically stated in the deposit agreement without negligence or bad faith.

. We and the depositary bank disclaim any liability for any failure to carry out voting instructions, for any manner in which a vote is cast or for the effect of
any vote, provided it actsin good faith and in accordance with the terms of the deposit agreement.

. We and the depositary bank disclaims any liability for any failure to determine the lawfulness or practicality of any action, for the content of any document
forwarded to you on our behalf or for the accuracy of any translation of such a document, for the investment risks associated with investing in ordinary
shares, for the validity or worth of the ordinary shares, for any tax consequences that result from the ownership of ADSs, for the credit-worthiness of any
third party, for allowing any rights to lapse under the terms of the deposit agreement, for the timeliness of any of our notices or for our failure to give notice.
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We and the depositary bank will not be obligated to perform any act that isinconsistent with the terms of the deposit agreement.

We and the depositary bank disclaim any liability if we or the depositary bank are prevented or forbidden from or subject to any civil or criminal penalty or
restraint on account of, or delayed in, doing or performing any act or thing required by the terms of the deposit agreement, by reason of any provision,
present or future of any law or regulation, or by reason of present or future provision of any provision of our Articles of Association, or any provision of or
governing the securities on deposit, or by reason of any act of God or war or other circumstances beyond our control.

We and the depositary bank disclaim any liability by reason of any exercise of, or failure to exercise, any discretion provided for the deposit agreement or in
our Articles of Association or in any provisions of or governing the securities on deposit.

We and the depositary bank further disclaim any liability for any action or inaction in reliance on the advice or information received from legal counsel,
accountants, any person presenting ordinary shares for deposit, any holder of ADSs or authorised representatives thereof, or any other person believed by

either of usin good faith to be competent to give such advice or information.

We and the depositary bank also disclaim liability for the inability by a holder to benefit from any distribution, offering, right or other benefit that is made
available to holders of ordinary shares but is not, under the terms of the deposit agreement, made available to you.

We and the depositary bank also disclaim liability for any consequential or punitive damages for any breach of the terms of the deposit agreement.

We and the depositary bank may rely without any liability upon any written notice, request or other document believed to be genuine and to have been
signed or presented by the proper parties.

What isa pre-release of ADSs?

The depositary bank may, in certain circumstances, issue ADSs before receiving a deposit of ordinary shares or release ordinary shares before receiving ADSs for
cancellation. These transactions are commonly referred to as*“pre-release transactions.” The deposit agreement limits the aggregate size of pre-release transactions and
imposes a number of conditions on such transactions (i.e., the need to receive collateral, the type of collateral required, the representations required from brokers, etc.). The
depositary bank may retain the compensation received from the pre-rel ease transactions.
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What taxesdo | haveto pay if | become an ADS holder?

You will beresponsible for the taxes and other governmental charges payable on the ADSs and the securities represented by the ADSs. We, the depositary bank and
the custodian may deduct from any distribution the taxes and governmental charges payable by holders and may sell any and all property on deposit to pay the taxes and
governmental charges payable by holders. You will beliablefor any deficiency if the sale proceeds do not cover the taxes that are due.

The depositary bank may refuse to issue ADSs, to deliver, transfer, split and combine ADRs or to release securities on deposit until all taxes and charges are paid by
the applicable holder. The depositary bank and the custodian may take reasonable administrative actions to obtain tax refunds and reduced tax withholding for any
distributions on your behalf. However, you may be required to provide to the depositary bank and to the custodian proof of taxpayer status and residence and such other
information as the depositary bank and the custodian may require to fulfil legal obligations. You are required to indemnify us, the depositary bank and the custodian for any
claims with respect to taxes based on any tax benefit obtained for you.

Will foreign currency distributed to ADS holders be converted into U.S. dollars?

The depositary bank will arrange for the conversion of all foreign currency received into U.S. dollars if such conversion is practical, and it will distribute the U.S.
dollars in accordance with the terms of the deposit agreement. You may have to pay fees and expenses incurred in converting foreign currency, such as fees and expenses
incurred in complying with currency exchange controls and other governmental requirements.

If the conversion of foreign currency is not practical or lawful, or if any required approvals are denied or not obtainable at a reasonable cost or within a reasonable
period, the depositary bank may take the following actionsin its discretion:

. Convert the foreign currency to the extent practical and lawful and distribute the U.S. dollars to the holders for whom the conversion and distribution is
lawful and practical.

. Distribute the foreign currency to holders for whom the distribution islawful and practical.

. Hold the foreign currency (without liability for interest) for the applicable holders.
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Part 11
Item 13
DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES

None
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Item 14

MATERIAL MODIFICATIONSTO THE RIGHTS

OF SECURITY HOLDERS AND USE OF PROCEEDS

None

273




Item 15
CONTROLSAND PROCEDURES

Not applicable
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Item 16A

Not applicable

Item 16B

Not applicable

Item 16C

Not applicable

Item 16D

Not applicable

AUDIT COMMITTEE FINANCIAL EXPERT

CODE OF ETHICS

PRINCIPAL ACCOUNTANT FEESAND SERVICES

EXEMPTIONSFROM THE LISTING STANDARDS FOR AUDIT COMMITTEES
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Item 16E

PURCHASES OF EQUITY SECURITIESBY AVIVA PLC AND AFFILIATED PURCHASERS

The following table sets forth information with respect to purchases made by or on behalf of Avivaplc or any ‘‘affiliated purchasers’ (asthat termisdefined in Rule
10b-18(a)(3) under the Securities Exchange Act of 1934, as amended) of Aviva sordinary shares or ADSs for the year ended 31 December 2008.

Total Number of Maximum

Shares Number of

Purchased as Shares that May

Part of Publicly Yet be

Period Total Number Average Price Announced Purchased

of Shares Paid per Plans or Under the Plans

Purchased(1)(2) Share (£) Programmes or Programmes

January 39,598 5.55 N/A N/A
February 37,149 5.75
March 34,805 6.14
April 33,985 6.315
May 35,012 6.075
June 39,262 544
July 41,789 5.065
August 42,656 4.9475
September 37,320 5.58
October 78,186 2.7575
November 8,567,143 3.6362
December 59,083 3.626

1) The shares listed in this column were acquired by employee benefit trusts during the year to satisfy future obligations to deliver shares under the Company’'s

employee incentive plans, the savings-related share option scheme and the share participation plan.
2 This table excludes Aviva plc shares purchased by investment funds managed by Aviva Investors in accordance with investment strategies that are established by

Avivalnvestors acting independently of Avivaplc.
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Item 16F

CHANGE IN REGISTRANT'SCERTIFYING ACCOUNTANT

Not applicable.

Item 16G
CORPORATE GOVERNANCE

Not applicable.
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Part 111
Item 17
FINANCIAL STATEMENTS

Not Applicable
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Item 18
FINANCIAL STATEMENTS

See the financial statements beginning on page F-1. The following financial statements and financial statement schedules are filed as part of this registration
statement together with the report of the independent accountants:

Financial Statements
Avivaplcand Subsidiaries:

Consolidated Financial Statements as at 31 December 2008

Report of Independent Registered Public Accounting Firm on the Consolidated Financial Statements of Avivaplc and Subsidiaries F-3
Accounting Policies F-4
Consolidated Income Statement for the years ended 31 December 2008, 2007 and 2006 F-19
Consolidated Statement of Comprehensive Income for the years ended 31 December 2008, 2007 and 2006 F-20
Consolidated Statement of Changesin Equity for the years ended 31 December 2008, 2007 and 2006 F-21to F-23
Consolidated Statement of Financial Position at 31 December 2008 and 2007 F-24
Consolidated Statement of Cash Flows for the years ended 31 December 2008, 2007 and 2006 F-25
Notes to the Consolidated Financial Statements F-26 to F-165
Report of Independent Registered Public Accounting Firm on the Consolidated Financial Statements of Delta Lloyd NV F-166
Schedules

Parent Company Condensed Financial Statements as at 31 December 2008
Parent Company Condensed Financial Statements S1toS8

Unaudited Condensed Interim Consolidated Financial Statements as at 30 June 2009

Consolidated Income Statement for the 6 months ended 30 June 2009 and 2008 1-3
Consolidated Statement of Comprehensive Income for the 6 months ended 30 June 2009 and 2008 1-4
Consolidated Statement of Changesin Equity for the 6 months ended 30 June 2009 and 2008 1-4
Consolidated Statement of Financial Position at 30 June 2009 and 31 December 2008 1-5
Consolidated Statement of Cash Flows for the 6 months ended 30 June 2009 and 2008 1-6
Notes to the Consolidated Financial Statements 1-7to1-31
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Item 19

EXHIBITS
Thefollowing exhibits have been filed as part of this registration statement:
11 Memorandum and Articles of Association of Avivaplc
21 Form of Deposit Agreement among Aviva plc, Citibank, as depositary, and holders and beneficial owners from time to time of ADRs issued thereunder, including the
form of ADR.
22 The total amount of long-term debt securities of Aviva plc authorised under any instrument does not exceed 10 per cent of the total assets of the Company on a

consolidated basis. Aviva plc hereby agrees to furnish to the Securities and Exchange Commission, upon its request, a copy of any instrument defining the rights of
holders of long-term debt of Avivaplc or of its subsidiaries for which consolidated or unconsolidated financial statements are required to be filed.

41 Aviva Capital Accumulation plan

42 Aviva Executive Long term Incentive plan rules
43 Aviva Executive Annual Bonus plan rules

44 Aviva Executive Share Option plan

45 Aviva Save-as-you-earn (SAYE) plan rules 2007
46 Aviva Save-as-you-earn (SAYE) plan rules 1997
81 Schedule of subsidiaries of Avivaplc

111 Code of ethics

141 Consent of Ernst & Young LLP

142 Consent of PricewaterhouseCoopers AccountantsN.V.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of Avivaplc

We have audited the accompanying consolidated statements of financial position of Avivaplc as of December 31, 2008 and 2007, and the related consolidated income
statements, statements of comprehensive income, statements of changesin equity and statements of cash flows for each of the three yearsin the period ended December 31,
2008. Our auditsalso include the financial statements scheduleslisted in the Index at Item 18. These financial statements and schedules are the responsibility of the
Company's management. Our responsibility isto express an opinion on these financial statements and schedules based on our audits. We did not audit at December 31, 2007
and 2006 and for the years then ended the financial statements of DeltaLloyd NV, awholly-owned subsidiary, which statements reflect total assets of £45,610 million and
£40,059 million as of December 31, 2007 and 2006, respectively, and total income of £5,974 million and £5,521 million, for the years then ended. Those statements were audited
by other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the amountsincluded for DeltaLloyd NV, is based solely on the report of the
other auditors.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonabl e assurance about whether the financial statements are free of material misstatement. We were not engaged to perform an audit of the
Company'sinternal control over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit

procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company'sinternal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on atest basis, evidence supporting the amounts and disclosuresin the financial
statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe
that our audits and the report of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of other auditors, the financial statementsreferred to above present fairly, in al material respects, the consolidated financial
position of Avivaplc and subsidiaries at December 31, 2008 and 2007, and the consolidated results of their operations and their cash flows for each of the three yearsin the
period ended December 31, 2008, in conformity with International Financial Reporting Standards as issued by the International Accounting Standards Board. Also in our
opinion, therelated financial statements schedule, when considered in relation to the basic financial statements taken as awhole, present fairly in all material respect the
information set forth therein.

/sl Ernst & Young LLP

Ernst & YoungLLP
Registered Auditor
London

6 October 2009




Accounting policies

Avivaplc (the “ Company”), apublic limited company incorporated and domiciled in the United Kingdom (UK), together with its subsidiaries (collectively, the “ Group” or
“Aviva') transacts life assurance and long-term savings business, fund management, and most classes of general insurance and health business through its subsidiaries,
associates and branches in the UK, Ireland, continental Europe, United States (US), Canada, Asia, Australiaand other countries throughout the world.

The Group is managed on aregional basis, reflecting the management structure whereby amember of the Executive Management team is accountable to the Group Chief
Executive for the operating segment for which he isresponsible. Further details of the reportable segments are given in note 3.

The principal accounting policies adopted in the preparation of these financial statements are set out below.
(A) Basis of presentation

Since 2005, all European Union listed companies have been required to prepare consolidated financial statements using international Financial Reporting Standards (IFRS)
issued by the international Accounting Standards Board (IASB) and endorsed by the European Union (EU). The date of transition to IFRS was 1 January 2004. In addition to
fulfilling their legal obligation to comply with IFRS as adopted by the European Union, the Group and Company have also complied with IFRS asissued by the International
Accounting Standards Board (1ASB) and applicable at 31 December 2008.

In November 2006, the IASB issued IFRS 8, Operating Segments. Although its requirements are applicable for accounting periods beginning on or after 1 January 2009, the
Group has decided to adopt IFRS 8 early and reflect itsimpact in these financial statements. Details of the reportable segments under IFRS 8 are given in note 3. In addition, the
Group has early adopted the requirements of the amended IAS1, Presentation of Financial Statements: A Revised Presentation, which is applicable for reporting periods
commencing 1 January 2009. Adoption of these standards has not had any material impact on the financial position or performance of the Group. They have however impacted
the disclosures in these financial statements.

During 2007 and 2008, the IASB issued amendmentsto IFRS 1, First Time Adoption of IFRS, IFRS 2, Share-Based Payment, IAS 23, Borrowing Costs, IAS 27, Consolidated
and Separate Financial Statements, and IAS 32, Financial Instruments: Presentation, and the results of its annual improvements project. It also issued revised versions of
IFRS 1, and IFRS 3, Business Combinations, aswell as further amendmentsto IAS 27 and IAS 39, Financial Instruments: Recognition and Measurement, none of which has
yet been endorsed by the EU. These are applicable prospectively for accounting periods commencing 1 January 2009 or later and therefore not applicable for the current
accounting period. On adoption, they will not have any material impact on the Group's financial reporting.

IFRIC interpretation 13, Customer Loyalty Programmes, wasissued during 2007 but is not applicable for the current accounting period. In addition, IFRIC interpretation 15,
Agreements for the Construction of Real Estate, interpretation 16, Hedges of a Net Investment in a Foreign Operation, and interpretation 17, Distributions of Non-cash Assets
to Owners, were issued during 2008. They have not yet been endorsed by the EU. These are applicable prospectively for accounting periods commencing 1 January 2009 or
later and therefore not applicable for the current accounting period. On adoption, none of these interpretations will have any material impact on the Group’sfinancial reporting.

During 2009, the IASB hasissued IFRS7, Amendment — Improving Disclosures about Financial Instruments, and Improvementsto IFRS, as well as amendmentsto IFRIC9 and
1AS39, Embedded derivatives, IFRS2, Group cash-settled share based payment transactions, and IFRS1, Additional exemptions for first-time adopters. These are applicable
prospectively for accounting periods ending on or after 1 January 2009 or later, and have therefore not been adopted in these financial statements. We do not expect the
adoption of this amendment to have a material impact on the Group’s financial reporting.

In October 2008, the IASB’s expert advisory panel issued their report, Measuring and disclosing the fair value of financial instrumentsin markets that are no longer active.
Thisreport provides useful information and guidance for measuring and disclosing fair values for entities applying IFRS. It has not been approved by the IASB and does not
establish new requirements. We have considered thisreport in preparing the analysis of investments according to fair value hierarchy and the reconciliation of movementsin
thefair values of financial assets measured using unobservable inputs, included in Note 19 — Financial investments.

In accordance with IFRS 4, Insurance Contracts, the Group has applied existing accounting practices for insurance and participating investment contracts, modified as
appropriate to comply with the IFRS framework and applicable standards. Further details are givenin policy E below.

Itemsincluded in the financial statements of each of the Group’s entities are measured in the currency of the primary economic environment in which that entity operates (the
functional currency). The consolidated financial statements are stated in sterling, which isthe Company’s functional and presentation currency. Unless otherwise noted, the
amounts shown in these financial statements are in millions of pounds sterling (Em).

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued
(B) Critical accounting policies and the use of estimates

The preparation of financial statements requires the Group to select accounting policies and make estimates and assumptions that affect items reported in the consolidated
income statement, statement of financial position, other primary statements and notes to the financial statements.

Critical accounting policies
The major areas of judgement on policy application are considered to be over whether Group entities should be consolidated (set out in policy C), on product classification
(set out in policy E) and in the classification of financial investments (set out in policy R).

Use of estimates
All estimates are based on management’s knowledge of current facts and circumstances, assumptions based on that knowledge and their predictions of future events and

actions. Actual results may differ from those estimates, possibly significantly.

The table below sets out those items we consider particularly susceptible to changes in estimates and assumptions, and the relevant accounting policy.

Item Accounting policy

Insurance and participating investment contract liabilities E&J
Goodwill, AVIF and other intangible assets

Fair values of financial investments

Impairment of financial investments

Fair value of derivative financial instruments

Deferred acquisition costs and other assets

Provisions and contingent liabilities

Pension obligations

Deferred income taxes A

>N<<mmomwo=Z

Further details on the fair value hierarchy used in assessing the values of our financial investments are given in note 19(b) to these financial statements.

Further details on the estimation of amounts for insurance and participating investment contract liabilities are given in notes 33, 39 and 50 to these financial statements.

(C) Consolidation principles

Subsidiaries

Subsidiaries are those entities (including special purpose entities) in which the Group, directly or indirectly, has power to exercise control over financial and operating policies

in order to gain economic benefits. Subsidiaries are consolidated from the date on which effective control istransferred to the Group and are excluded from consolidation from
the date of disposal. All inter-company transactions, balances and unrealised surpluses and deficits on transactions between Group companies have been eliminated.

From 1 January 2004, the date of first time adoption of IFRS, the Group is required to use the purchase method of accounting to account for the acquisition of subsidiaries.
Under this method, the cost of an acquisition is measured as the fair value of assets given up, sharesissued or liabilities undertaken at the date of acquisition, plus costs
directly attributable to the acquisition. The excess of the cost of acquisition over the fair value of the net assets of the subsidiary acquired is recorded as goodwill (see policy
M below). Any surplus of the acquirer’sinterest in the subsidiary’s net assets over the cost of acquisition is credited to the income statement.

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued
(C) Consolidation principles continued

Merger accounting and the merger reserve

Prior to 1 January 2004, certain significant business combinations were accounted for using the “ pooling of interests method” (or merger accounting), which treats the merged
groups asif they had been combined throughout the current and comparative accounting periods. Merger accounting principles for these combinations gave rise to a merger
reserve in the consolidated statement of financial position, being the difference between the nominal value of new sharesissued by the Parent Company for the acquisition of
the shares of the subsidiary and the subsidiary’s own share capital and share premium account. These transactions have not been restated, as permitted by the IFRS 1
transitional arrangements.

The merger reserve is also used where more than 90% of the sharesin asubsidiary are acquired and the consideration includes the issue of new shares by the Company,
thereby attracting merger relief under the Companies Act 1985.

Investment vehicles

In several countries, the Group hasinvested in a number of specialised investment vehicles such as Open-ended Investment Companies (OEICs) and unit trusts. These invest
mainly in equities, bonds, cash and cash equivalents, and properties, and distribute most of their income. The Group's percentage ownership in these vehicles can fluctuate
from day-to-day according to the Group’s and third-party participation in them. Where Group companies are deemed to control such vehicles, with control determined based
on an analysis of the guidancein IAS 27 and SIC 12, they are consolidated, with the interests of parties other than Avivabeing classified asliabilities. These appear as “Net
asset value attributable to unitholders” in the consolidated statement of financial position. Where the Group does not control such vehicles, and these investments are held by
itsinsurance or investment funds, they do not meet the definition of associates (see below) and are, instead, carried at fair value through profit and loss within financial
investments in the consolidated statement of financial position, in accordance with IAS 39, Financial Instruments: Recognition and Measurement.

As part of their investment strategy, the UK and certain European long-term business policyholder funds have invested in a number of property limited partnerships (PLPs),
either directly or via property unit trusts (PUTS), through amix of capital and loans. The PLPs are managed by general partners (GPs), in which thelong-term business
sharehol der companies hold equity stakes and which themselves hold nominal stakesin the PLPs. The PUTs are managed by a Group subsidiary.

Accounting for the PUTs and PLPs as subsidiaries, joint ventures or other financial investments depends on the shareholdingsin the GPs and the terms of each partnership
agreement. Where the Group exerts control over aPLP, it has been treated as a subsidiary and its results, assets and liabilities have been consolidated. Where the partnership
ismanaged by a contractual agreement such that no party exerts control, notwithstanding that the Group’s partnership share in the PLP (including itsindirect stake viathe
relevant PUT and GP) may be greater than 50%, such PUTs and PL Ps have been classified asjoint ventures. Where the Group holds minority stakesin PLPs, with no
disproportionate influence, the relevant investments are carried at fair value through profit and loss within financial investments.

Associates and joint ventures

Associates are entities over which the Group has significant influence, but which it does not control. Generally, it is presumed that the Group has significant influence if it has
between 20% and 50% of voting rights. Joint ventures are entities whereby the Group and other parties undertake an economic activity which is subject to joint control arising
from acontractual agreement. In anumber of these, the Group’s share of the underlying assets and liabilities may be greater than 50% but the terms of the relevant agreements
make it clear that control is not exercised. Such jointly-controlled entities are referred to asjoint venturesin these financial statements.

Gains on transactions between the Group and its associates and joint ventures are eliminated to the extent of the Group’sinterest in the associates and joint ventures. L osses
are also eliminated, unless the transaction provides evidence of an impairment of the asset transferred between entities.

Investmentsin associates and joint ventures are accounted for using the equity method of accounting. Under this method, the cost of the investment in a given associate or
joint venture, together with the Group’s share of that entity’s post-acquisition changes to shareholders' funds, isincluded as an asset in the consolidated statement of
financial position. Asexplained in policy M, the cost includes goodwill identified on acquisition. The Group's share of their post-acquisition profits or lossesis recognised in
the income statement and its share of post-acquisition movementsin reservesis recognised in reserves. Equity accounting is discontinued when the Group no longer has
significant influence over the investment.

If the Group's share of lossesin an associate or joint venture equals or exceedsitsinterest in the undertaking, the Group does not recognise further losses unlessit has
incurred obligations or made payments on behalf of the entity.

The Company’sinvestments

In the Company statement of financial position, subsidiaries and joint ventures are stated at their fair values, estimated using applicable valuation models underpinned by the
Company’s market capitalisation. These investments are classified as available for sale (AFS) financial assets, with changesin their fair value being recognised in other
comprehensive income and recorded in a separate investment val uation reserve within equity.

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(D) Foreign currency trandation

Income statements and cash flows of foreign entities are translated into the Group’s presentation currency at average exchange rates for the year while their statements of
financial position aretranslated at the year end exchange rates. Exchange differences arising from the translation of the net investment in foreign subsidiaries, associates and
joint ventures, and of borrowings and other currency instruments designated as hedges of such investments, are recognised in other comprehensive income and taken to the
currency translation reserve within equity. On disposal of aforeign entity, such exchange differences are transferred out of this reserve and are recognised in theincome
statement as part of the gain or loss on sale. The cumulative translation differences were deemed to be zero at the transition date to |FRS.

Foreign currency transactions are accounted for at the exchange rates prevailing at the date of the transactions. Gains and |osses resulting from the settlement of such
transactions, and from the translation of monetary assets and liabilities denominated in foreign currencies, are recognised in the income statement.

Translation differences on debt securities and other monetary financial assets measured at fair value and designated as held at fair value through profit or loss (FV) (see policy
R) areincluded in foreign exchange gains and losses in the income statement. For monetary financial assets designated as AFS, translation differences are calculated asif they
were carried at amortised cost and so are recognised in the income statement, whilst foreign exchange differences arising from fair value gains and losses are recognised in
other comprehensive income and included in the investment valuation reserve within equity. Transl ation differences on non-monetary items, such as equities which are
designated as FV, are reported as part of the fair value gain or loss, whereas such differences on AFS equities areincluded in the investment val uation reserve.

(E) Product classification

Insurance contracts are defined as those containing significant insurancerisk if, and only if, an insured event could cause an insurer to make significant additional paymentsin
any scenario, excluding scenarios that lack commercial substance, at the inception of the contract. Such contracts remain insurance contracts until all rights and obligations are
extinguished or expire. Contracts can be reclassified as insurance contracts after inception if insurance risk becomes significant. Any contracts not considered to be insurance
contracts under IFRS are classified asinvestment contracts.

Some insurance and investment contracts contain adiscretionary participating feature, which is acontractual right to receive additional benefits as a supplement to guaranteed
benefits. These are referred to as participating contracts.

Asnoted in policy A above, insurance contracts and participating investment contractsin general continue to be measured and accounted for under existing accounting
practices at the later of the date of transition to IFRS or the date of the acquisition of the entity, in accordance with IFRS 4. Accounting for insurance contractsin

UK companiesis determined in accordance with the Statement of Recommended Practice issued by the Association of British Insurers (ABI), the most recent version of which
was issued in December 2005 and amended in December 2006. However, in certain businesses, the accounting policies or accounting estimates have been changed, as
permitted by IFRS 4 and IAS 8 respectively, to remeasure designated insurance liabilities to reflect current market interest rates and changes to regulatory capital requirements.
When accounting policies or accounting estimates have been changed and adjustments to the measurement basis have occurred , the financial statements of that year will
have disclosed the impacts accordingly.

One such exampleis our adoption of Financial Reporting Standard 27, Life Assurance, (FRS 27) which was issued by the UK’s Accounting Standards Board (ASB) in
December 2004. Aviva, along with other major insurance companies and the ABI, signed a Memorandum of Understanding with the ASB, under which we voluntarily agreed to
adopt in full the standard from 2005 in the Group's IFRS financial statements. FRS 27 adds to the requirements of IFRS but does not vary them in any way. The additional
requirements of FRS 27 are detailed in policy Jbelow and in note 49.

(F) Premiums ear ned

Premiums on long-term insurance contracts and participating investment contracts are recognised asincome when receivable, except for investment-linked premiumswhich are
accounted for when the corresponding liabilities are recognised. For single premium business, thisis the date from which the policy is effective. For regular premium contracts,
receivables are taken at the date when payments are due. Premiums are shown before deduction of commission and before any sal es-based taxes or duties. Where policies
lapse due to non-receipt of premiums, then all the related premium income accrued but not received from the date they are deemed to have lapsed is offset against premiums.

General insurance and health premiums written reflect business incepted during the year, and exclude any sales-based taxes or duties. Unearned premiums are those
proportions of the premiums written in ayear that relate to periods of risk after the statement of financial position date. Unearned premiums are calculated on either adaily or
monthly pro rata basis. Premiums collected by intermediaries, but not yet received, are assessed based on estimates from underwriting or past experience, and areincluded in
premiums written.

Deposits collected under investment contracts without a discretionary participating feature (non-participating contracts) are not accounted for through the income statement,
except for the fee income (covered in policy G) and the investment income attributabl e to those contracts, but are accounted for directly through the statement of financial
position as an adjustment to the investment contract liability.

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(G) Other investment contract feerevenue

Investment contract policyholders are charged fees for policy administration, investment management, surrenders or other contract services. The fees may be for fixed
amounts or vary with the amounts being managed, and will generally be charged as an adjustment to the policyholder’s balance. The fees are recognised asrevenue in the
period in which they are collected unless they relate to services to be provided in future periods, in which case they are deferred and recognised as the serviceis provided.

Initiation and other “front-end” fees (fees that are assessed against the policyholder balance as consideration for origination of the contract) are charged on some non-
participating investment and investment fund management contracts. Where the investment contract is recorded at amortised cost, these fees are deferred and recognised over
the expected term of the policy by an adjustment to the effective yield. Where the investment contract is measured at fair value, the front-end fees that rel ate to the provision
of investment management services are deferred and recognised as the services are provided.

(H) Other fee and commission income

Other fee and commission income consists primarily of fund management fees, income from the RAC's non-insurance activities, distribution fees from mutual funds,
commissions on reinsurance ceded, commission revenue from the sale of mutual fund shares, and transfer agent fees for shareholder record keeping. Reinsurance commissions
receivable are deferred in the same way as acquisition costs, as described in policy V. All other fee and commission income is recognised as the services are provided.

() Net investment income

Investment income consists of dividends, interest and rents receivable for the year, movementsin amortised cost on debt securities, realised gains and losses, and unrealised
gainsand losses on FV investments (as defined in policy R). Dividends on equity securities are recorded as revenue on the ex-dividend date. I nterest incomeis recognised as
it accrues, taking into account the effective yield on the investment. It includes the interest rate differential on forward foreign exchange contracts. Rental income is recognised
on an accruals basis.

The gain or loss on an investment is only realised on disposal or transfer, and is the difference between the proceeds received, net of transaction costs, and its original cost or
amortised cost as appropriate.

Unrealised gains and losses, arising on investments which have not been derecognised as aresult of disposal or transfer, represent the difference between the carrying value
at the year end and the carrying value at the previous year end or purchase value during the year, less the reversal of previously recognised unrealised gains and lossesin
respect of disposals made during the year.

(J) Insurance and participating investment contract liabilities

Claims
Long-term business claims reflect the cost of all claims arising during the year, including claims handling costs, as well as policyholder bonuses accrued in anticipation of
bonus declarations.

General insurance and health claims incurred include all losses occurring during the year, whether reported or not, related handling costs, areduction for the value of salvage
and other recoveries, and any adjustments to claims outstanding from previous years.

Claims handling costsinclude internal and external costs incurred in connection with the negotiation and settlement of claims. Internal costsinclude all direct expenses of the
claims department and any part of the general administrative costs directly attributable to the claims function.

Long-term business provisions

Under current IFRS requirements, insurance and participating investment contract liabilities are measured using accounting policies consistent with those adopted previously
under existing accounting practices, with the exception of liabilities remeasured to reflect current market interest rates and those relating to UK with-profit and non-profit
contracts, to be consistent with the value of the backing assets. For liabilities relating to UK with-profit contracts, as described in policy E above, the Group has adopted FRS
27, Life Assurance, which adds to the requirements of I|FRS but does not vary them in any way.

In the United States, shadow adjustments are made to the liabilities or related deferred acquisition costs and are recognised directly in other comprehensive income. This
means that the measurement of these itemsis adjusted for unrealised gains or losses on the backing assets such as AFS financial investments (see policy R), that are
recognised directly in other comprehensive income, in the same way as if those gains or losses had been realised.

The accounting policies (identified a phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(J) Insurance and participating investment contract liabilities continued

Thelong-term business provisions are cal culated separately for each life operation, based either on local regulatory requirements or existing local GAAP at the later of the date
of transition to |FRS or the date of the acquisition of the entity, and actuarial principles consistent with those applied in the UK. Each cal culation represents a determination
within arange of possible outcomes, where the assumptions used in the cal culations depend on the circumstances prevailing in each life operation. The principal assumptions
aredisclosed in note 33(b). For liabilities of the UK with-profit fund, FRS 27 requires liabilities to be calculated as the realistic basis liabilities as set out by the UK’s Financial
Services Authority, adjusted to remove the shareholders' share of future bonuses. For UK non-profit insurance contracts, the Group applies the realistic regulatory basis as
set out in the FSA Policy Statement 06/14, Prudential Changes for Insurers, where applicable.

Present value of future profits (PVFP) on non-participating businesswritten in awith-profit fund

For UK with-profit life funds falling within the scope of the FSA realistic capital regime, and hence FRS 27, an amount may be recognised for the present value of future profits
on non-participating business written in awith-profit fund where the determination of the realistic value of liabilitiesin that with-profit funds take account, directly or
indirectly, of thisvalue. Thisamount is recognised as areduction in the liability rather than as an asset in the statement of financial position, and is then apportioned between
the amounts that have been taken into account in the measurement of liabilities and other amounts which are shown as an adjustment to the unallocated divisible surplus.

Unallocated divisible surplus

In certain participating long-term insurance and investment business, the nature of the policy benefitsis such that the division between shareholder reserves and policyholder
liabilitiesis uncertain. Amounts whose allocation to either policyholders or shareholders has not been determined by the end of the financial year are held within liabilities as
an unallocated divisible surplus.

If the aggregate carrying value of liabilities for a particular participating business fund isin excess of the aggregate carrying value of its assets, then the differenceisheld asa
negative unallocated divisible surplus balance, subject to recoverability from marginsin that fund's participating business. Any excess of this difference over the recoverable
amount is charged to net income in the reporting period.

Embedded derivatives

Embedded derivatives that meet the definition of an insurance contract or correspond to options to surrender insurance contracts for a set amount (or based on a fixed amount
and an interest rate) are not separately measured. All other embedded derivatives are separated and measured at fair value, if they are not considered as closely related to the
host insurance contract or do not meet the definition of an insurance contract. Fair value reflects own credit risk to the extent the embedded derivativeis not fully
collateralised.

Liability adequacy

At each reporting date, an assessment is made of whether the recognised long-term business provisions are adequate, using current estimates of future cash flows. If that
assessment shows that the carrying amount of the liabilities (less related assets) isinsufficient in light of the estimated future cash flows, the deficiency isrecognised in the
income statement by setting up an additional provision in the statement of financial position.

General insurance and health provisions

(i) Outstanding claims provisions

General insurance and health outstanding claims provisions are based on the estimated ultimate cost of all claimsincurred but not settled at the statement of financial position
date, whether reported or not, together with related claims handling costs. Significant delays are experienced in the notification and settlement of certain types of general
insurance claims, particularly in respect of liability business, including environmental and pollution exposures, the ultimate cost of which cannot be known with certainty at the
statement of financial position date. Any estimate represents a determination within arange of possible outcomes. Further details of estimation techniques are given in note 33

(0.

Provisionsfor latent claims are discounted, using rates based on the relevant swap curve, in the relevant currency at the reporting date, having regard to the expected
settlement dates of the claims. The discount rateis set at the start of the accounting period with any change in rates between the start and end of the accounting period being
reflected below operating profit as an economic assumption change. The range of discount rates used is described in note 33(c).

Outstanding claims provisions are valued net of an allowance for expected future recoveries. Recoveries include non-insurance assets that have been acquired by exercising
rights to salvage and subrogation under the terms of insurance contracts.

(ii) Provision for unearned premiums
The proportion of written premiums, gross of commission payable to intermediaries, attributable to subsequent periodsis deferred as a provision for unearned premiums. The
changein this provision istaken to the income statement as recognition of revenue over the period of risk.

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(J) Insurance and participating investment contract liabilities continued

(iii) Liability adequacy

At each reporting date, the Group reviews its unexpired risks and carries out aliability adequacy test for any overall excess of expected claims and deferred acquisition costs
over unearned premiums, using the current estimates of future cash flows under its contracts after taking account of the investment return expected to arise on assets relating
to the relevant general business provisions. If these estimates show that the carrying amount of itsinsurance liabilities (less related deferred acquisition costs) isinsufficient in
light of the estimated future cash flows, the deficiency is recognised in the income statement by setting up aprovision in the statement of financial position.

Other assessmentsand levies
The Group is subject to various periodic insurance-rel ated assessments or guarantee fund levies. Related provisions are established where there is a present obligation (legal
or constructive) as aresult of apast event. Such amounts are not included in insurance liabilities but areincluded under “Provisions” in the statement of financial position.

(K) Non-participating investment contract liabilities

Claims
For non-participating investment contracts with an account balance, claims reflect the excess of amounts paid over the account balance released.

Contract liabilities
Deposits collected under non-participating investment contracts are not accounted for through the income statement, except for the investment income attributabl e to those
contracts, but are accounted for directly through the statement of financial position as an adjustment to the investment contract liability.

The majority of the Group's contracts classified as non-participating investment contracts are unit-linked contracts and are measured at fair value. Certain liabilities for non-
linked non-parti cipating contracts are measured at amortised cost.

Thefair valueliability is determined in accordance with | AS39, using a val uation technique to provide areliable estimate of the amount for which the liability could be settled
between knowledgeable willing partiesin an arm’s length transaction. For unit-linked contracts, the fair value liability is equal to the current unit fund value, plus additional
non-unit reservesif required based on adiscounted cash flow analysis. For non-linked contracts, the fair value liability is based on adiscounted cash flow analysis, with
alowance for risk calibrated to match the market price for risk wherereliably observable.

Amortised cost is calculated as the fair value of consideration received at the date of initial recognition, less the net effect of principal payments such as transaction costs and
front-end fees, plus or minus the cumulative amortisation (using the effective interest rate method) of any difference between that initial amount and the maturity value, and
less any write-down for surrender payments. The effective interest rate is the one that equates the discounted cash paymentsto the initial amount. At each reporting date, the
amortised cost liability is determined as the value of future best estimate cash flows discounted at the effective interest rate.

(L) Reinsurance

The Group assumes and cedes reinsurance in the normal course of business, with retention limits varying by line of business. Premiums on reinsurance assumed are
recognised as revenue in the same manner as they would be if the reinsurance were considered direct business, taking into account the product classification of the reinsured
business. The cost of reinsurance related to long-duration contracts is accounted for over the life of the underlying reinsured policies, using assumptions consistent with
those used to account for these policies.

Where general insurance liabilities are discounted, any corresponding reinsurance assets are al so discounted using consistent assumptions.

Gains or losses on buying retroactive reinsurance are recognised in the income statement immediately at the date of purchase and are not amortised. Premiums ceded and
claims reimbursed are presented on a gross basis in the consolidated income statement and statement of financial position as appropriate.

Reinsurance assets primarily include balances due from both insurance and reinsurance companies for ceded insurance liabilities. Amounts recoverable from reinsurers are
estimated in amanner consistent with the outstanding claims provisions or settled claims associated with the reinsured policies and in accordance with the relevant
reinsurance contract.

Reinsurance contracts that principally transfer financial risk are accounted for directly through the statement of financial position and are not included in reinsurance assets or
liabilities. A deposit asset or liability is recognised, based on the consideration paid or received less any explicitly identified premiums or fees to be retained by the reinsured.

If areinsurance asset isimpaired, the Group reduces the carrying amount accordingly and recognises that impairment loss in the income statement. A reinsurance asset is
impaired if thereis objective evidence, as aresult of an event that occurred after initial recognition of the reinsurance asset, that the Group may not receive all amounts due to
it under the terms of the contract, and the event has areliably measurable impact on the amounts that the Group will receive from the reinsurer.

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(M) Goodwill, AVIF and intangible assets

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net assets of the acquired subsidiary, associate or joint venture at
the date of acquisition. Goodwill on acquisitions prior to 1 January 2004 (the date of transition to IFRS) is carried at its book value (original cost |ess cumulative amortisation)
on that date, less any impairment subsequently incurred. Goodwill arising before 1 January 1998 was eliminated against reserves and has not been reinstated. Goodwill arising
on the Group'sinvestmentsin subsidiaries since that date is shown as a separate asset, whilst that on associates and joint venturesisincluded within the carrying value of
those investments.

Acquired value of in-force business (AVIF)

The present value of future profits on a portfolio of long-term insurance and investment contracts, acquired either directly or through the purchase of asubsidiary, is
recognised as an asset. If the AVIF results from the acquisition of an investment in ajoint venture or an associate, it is held within the carrying amount of that investment. In
al cases, the AVIF isamortised over the useful lifetime of the related contractsin the portfolio on a systematic basis. The rate of amortisation is chosen by considering the
profile of the additional value of in-force business acquired and the expected depletion in its value. The value of the acquired in-force long-term businessis reviewed annualy
for any impairment in value and any reductions are charged as expenses in the income statement.

Intangible assets

Intangibles consist primarily of brands, certain of which have been assessed as having indefinite useful lives, and contractual relationships such as access to distribution
networks and customer lists. The economic lives of the latter are determined by considering relevant factors such as usage of the asset, typical product life cycles, potential
obsol escence, maintenance costs, the stability of the industry, competitive position, and the period of control over the assets. These intangibles are amortised over their
useful lives, which range from five to 22 years, using the straight-line method.

The amortisation charge for the year isincluded in the income statement under “ Other operating expenses”. For intangibles with finite lives, a provision for impairment will be
charged where evidence of such impairment is observed. Intangibles with indefinite lives are subject to regular impairment testing, as described below.

Impairment testing

For impairment testing, goodwill and intangibles with indefinite useful lives have been allocated to cash-generating units by geographical reporting unit and business
segment. The carrying amount of goodwill and intangible assets with indefinite useful livesisreviewed at least annually or when circumstances or eventsindicate there may
be uncertainty over this value. Goodwill and indefinite life intangibles are written down for impairment where the recoverable amount is insufficient to support its carrying
value. Further details on goodwill allocation and impairment testing are given in note 11(b).

(N) Property and equipment

Owner-occupied properties are carried at their revalued amounts, which are supported by market evidence, and movements are recognised in other comprehensive income and
taken to a separate reserve within equity. When such properties are sold, the accumulated revaluation surpluses are transferred from this reserve to retained earnings. These
properties are depreciated down to their estimated residual values over their useful lives. All other items classed as property and equipment within the statement of financial
position are carried at historical cost less accumulated depreciation.

Investment properties under construction are included within property and equipment until completion, and are stated at cost |ess any provision for impairment in their values.

Depreciation is calculated on the straight-line method to write-down the cost of other assets to their residual values over their estimated useful lives asfollows:

—Land No depreciation

— Properties under construction No depreciation

— Owner-occupied properties, and related mechanical and electrical equipment 25 years

—Motor vehicles Three-years, or lease term if longer
— Computer equipment Threeto fiveyears

— Other assets Threeto fiveyears

The assets' residual values, useful lives and method of depreciation are reviewed regularly, and at least at each financial year end, and adjusted if appropriate. Where the
carrying amount of an asset is greater than its estimated recoverable amount, it iswritten down immediately to its recoverable amount. Gains and losses on disposal of
property and equipment are determined by reference to their carrying amount.

All borrowing costs and repairs and maintenance costs are charged to the income statement during the financial period in which they are incurred. The cost of major
renovationsisincluded in the carrying amount of the asset when it is probable that future economic benefitsin excess of the most recently assessed standard of performance
of the existing asset will flow to the Group and the renovation replaces an identifiable part of the asset. Major renovations are depreciated over the remaining useful life of the
related asset.

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(O) Investment property

Investment property is held for long-term rental yields and is not occupied by the Group. Completed investment property is stated at its fair value, which is supported by
market evidence, as assessed by qualified external valuersor by local qualified staff of the Group in overseas operations. Changesin fair values are recorded in the income
statement in net investment income.

(P) Impairment of non-financial assets

Property and equipment and other non-financial assets are reviewed for impairment losses whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable. Animpairment loss is recognised for the amount by which the carrying amount of the asset exceeds its recoverable amount, which is the higher of an
asset’s net selling price and valuein use. For the purposes of assessing impairment, assets are grouped at the lowest level for which there are separately identifiable cash
flows.

(Q) Derecognition and offset of financial assetsand financial liabilities
A financial asset (or, where applicable, apart of afinancial asset or part of agroup of similar financial assets) is derecognised where:
— Therights to receive cash flows from the asset have expired;

— The Group retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without material delay to athird-party under a*“pass-
through” arrangement; or

— The Group has transferred its rights to receive cash flows from the asset and has either transferred substantially all the risks and rewards of the asset, or has neither
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when thereis alegally enforceable right to set off the recognised
amounts and there is an intention to settle on anet basis, or realise the asset and settle the liability simultaneously.

(R) Financial investments

The Group classifiesitsinvestments as either financial assets at fair value through profit or loss (FV) or financial assets available for sale (AFS). The classification depends on
the purpose for which the investments were acquired, and is determined by local management at initial recognition. The FV category has two subcategories — those that meet
the definition as being held for trading and those the Group chooses to designate as FV (referred to in this accounting policy as “other than trading”).

In general, the FV category isused as, in most cases, the Group's investment or risk management strategy isto manage its financial investments on afair value basis. Debt
securities and equity securities, which the Group buyswith the intention to resell in the short term, are classified as trading, as are non-hedge derivatives (see policy S below).
All other securitiesin the FV category are classified as other than trading. The AFS category is used where the rel evant long-term business liability (including shareholders’
funds) is passively managed, as well asin certain fund management and non-insurance operations.

Purchases and sal es of investments are recognised on the trade date, which is the date that the Group commits to purchase or sell the assets, at their fair values. Debt
securitiesareinitially recorded at their fair value, which istaken to be amortised cost, with amortisation credited or charged to the income statement. Investments classified as
trading, other than trading and AFS are subsequently carried at fair value. Changesin the fair value of trading and other than trading investments are included in the income
statement in the period in which they arise. Changesin the fair value of securities classified as AFS, except for impairment losses and relevant foreign exchange gains and
losses, are recognised in other comprehensive income and recorded in a separate investment valuation reserve within equity.

Investments carried at fair value are measured using afair value hierarchy, described in note 19(b), with values based on quoted bid prices or amounts derived from cash flow
models. Fair values for unlisted equity securities are estimated using applicable price/earnings or price/cash flow ratios refined to reflect the specific circumstances of the
issuer. Equity securities for which fair values cannot be measured reliably are recognised at cost |essimpairment.

When securities classified as AFS are sold or impaired, the accumulated fair value adjustments are transferred out of the investment val uation reserve to the income statement.

Financial guarantees are recognised initially at their fair value. They are subsequently measured at the higher of either the expected asset or liability under the guarantee, or the
amount initially recognised less any cumul ative amortisation.

Impairment
The Group reviews the carrying value of itsinvestments on aregular basis. If the carrying value of an investment is greater than the recoverable amount, the carrying valueis
reduced through a charge to the income statement in the period of impairment. The following policies are used to determine the level of any impairment:

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(R) Financial investments continued

AF S securities: The Group performs an objective review of the current financial position and prospects of the issuer on aregular basis, to identify whether any impairment
provisionisrequired. For listed AFS securities, this review takes into account the likelihood of the current market price recovering to former levels.

For AFS securities identified as being impaired, the cumulative unrealised net loss previously recognised within the investment valuation reserveis transferred to realised
losses for the year.

Mortgages, investment property and securitised loans: Impairment is measured based on the present value of expected future cash flows discounted at the effective rate of
interest of the loan, subject to the fair value of the underlying collateral. When aloan is considered to be impaired, the income statement is charged with the difference between
the carrying value and the estimated recoverable amount. Interest income on impaired loans is recognised based on the estimated recoverable amount.

Reversals of impairments are only recognised where the decrease in the impai rment can be objectively related to an event occurring after the write-down (such as an
improvement in the debtor’s credit rating), and are not recognised in respect of equity instruments.

(S) Derivativefinancial instruments and hedging

Derivative financial instrumentsinclude foreign exchange contracts, interest rate futures, currency and interest rate swaps, currency and interest rate options (both written and
purchased) and other financial instruments that derive their value mainly from underlying interest rates, foreign exchange rates, commaodity values or equity instruments. All
derivatives areinitially recognised in the statement of financial position at their fair value, which usually represents their cost. They are subsequently remeasured at their fair
value, with the method of recognising movementsin this value depending on whether they are designated as hedging instruments and, if so, the nature of the item being
hedged. Fair values are obtained from quoted market prices or, if these are not available, by using valuation techniques such as discounted cash flow models or option pricing
models. All derivatives are carried as assets when the fair values are positive and as liabilities when the fair values are negative. Premiums paid for derivatives are recorded as
an asset in the statement of financial position at the date of purchase, representing their fair value at that date.

Derivative contracts may be traded on an exchange or over-the-counter (OTC). Exchange-traded derivatives are standardised and include certain futures and option contracts.
OTC derivative contracts are individually negotiated between contracting parties and include forwards, swaps, caps and floors. Derivatives are subject to various risks
including market, liquidity and credit risk, similar to those related to the underlying financial instruments.

The notional or contractual amounts associated with derivative financial instruments are not recorded as assets or liabilitiesin the statement of financial position asthey do
not represent the fair value of these transactions. These amounts are disclosed in note 51.

Interest rateand currency swaps

Interest rate swaps are contractual agreements between two parties to exchange periodic payments in the same currency, each of which is computed on a different interest rate
basis, on a specified notional amount. Most interest rate swaps involve the net exchange of payments cal culated as the difference between the fixed and floating rate interest
payments. Currency swaps, in their simplest form, are contractual agreements that involve the exchange of both periodic and final amountsin two different currencies.
Exposure to gain or loss on both types of swap contracts will increase or decrease over their respective lives as afunction of maturity dates, interest and foreign exchange
rates, and the timing of payments.

Interest rate futures, forwards and options contracts

Interest rate futures are exchange-traded instruments and represent commitments to purchase or sell a designated security or money market instrument at a specified future
date and price. Interest rate forward agreements are OTC contracts in which two parties agree on an interest rate and other terms that will become areference point in
determining, in concert with an agreed notional principal amount, anet payment to be made by one party to the other, depending what rate in fact prevails at afuture point in
time. Interest rate options, which consist primarily of caps and floors, are interest rate protection instruments that involve the potential obligation of the seller to pay the buyer
aninterest rate differential in exchange for a premium paid by the buyer. This differential represents the difference between current rate and an agreed rate applied to anotional
amount. Exposureto gain or losson all interest rate contracts will increase or decrease over their respective lives as interest rates fluctuate.

Foreign exchange contracts

Foreign exchange contracts, which include spot, forward and futures contracts, represent agreements to exchange the currency of one country for the currency of another
country at an agreed price and settlement date. Foreign exchange option contracts are similar to interest rate option contracts, except that they are based on currencies, rather
than interest rates.

Exposure to gain or loss on these contracts will increase or decrease over their respective lives as currency exchange and interest rates fluctuate.

The accounting policies (identified alphabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(S) Derivativefinancial instrumentsand hedging continued

Derivativeinstrumentsfor hedging
On the date a derivative contract is entered into, the Group designates certain derivatives as either:

0) ahedge of the fair value of arecognised asset or liability (fair value hedge);
(i) ahedge of afuture cash flow attributable to a recognised asset or liability, ahighly probable forecast transaction or afirm commitment (cash flow hedge); or
(i) ahedge of anet investment in aforeign operation (net investment hedge)

Hedge accounting is used for derivatives designated in thisway, provided certain criteria are met. At the inception of the transaction, the Group documents the rel ationship
between the hedging instrument and the hedged item, as well as the risk management objective and the strategy for undertaking the hedge transaction. The Group a so
documents its assessment of whether the hedge is expected to be, and has been, highly effective in offsetting the risk in the hedged item, both at inception and on an ongoing
basis.

Changesin thefair value of derivativesthat are designated and qualify as net investment or cash flow hedges, and that prove to be highly effective in relation to the hedged
risk, are recognised in other comprehensive income and a separate reserve within equity. Gains and losses accumulated in this reserve areincluded in the income statement on
disposal of the relevant investment or occurrence of the cash flow as appropriate.

For avariety of reasons, certain derivative transactions, while providing effective economic hedges under the Group’s risk management positions, do not qualify for hedge
accounting under the specific IFRS rules and are therefore treated as derivatives held for trading. Their fair value gains and losses are recognised immediately in other trading
income.

(T) Loans

Loans with fixed maturities, including policyholder loans, mortgage loans on investment property, securitised mortgages and collateral loans, are recognised when cashis
advanced to borrowers. The mgjority of these loans are carried at their unpaid principal balances and adjusted for amortisation of premium or discount, non-refundable loan
fees and related direct costs. These amounts are deferred and amortised over the life of the loan as an adjustment to loan yield using the effective interest rate method. Loans
with indefinite future lives are carried at unpaid principal balances or cost.

For certain mortgage loans, the Group has taken advantage of the revised fair value option under |AS 39 to present the mortgages, associated borrowings and derivative
financial instruments at fair value, since they are managed as a portfolio on afair value basis. This presentation provides more relevant information and eliminates any
accounting mismatch that would otherwise arise from using different measurement bases for these three items. The fair values of mortgages classified as FV are estimated
using discounted cash flow forecasts, based on arisk-adjusted discount rate which reflects the risks associated with these products. They are revalued at each period end,
with movementsin their fair values being taken to the income statement.

To the extent that aloan isuncollectable, it iswritten-off asimpaired. Subsequent recoveries are credited to the income statement.
(U) Collateral

The Group receives and pledges collateral in the form of cash or non-cash assets in respect of stock lending transactions, as well as certain derivative contracts and loansin
order to reduce the credit risk of these transactions. Collateral is also pledged as security for bank letters of credit. The amount and type of collateral required depends on an
assessment of the credit risk of the counterparty.

Collateral received in the form of cash, which isnot legally segregated from the Group, is recognised as an asset in the statement of financial position with a corresponding
ligbility for the repayment in financial liabilities (note 43). Non-cash collateral received is not recognised in the statement of financial position unlessthe Group either sells or
repledges these assets in the absence of default, at which point the obligation to return this collateral is recognised asaliability.

Collateral pledged in the form of cash, which islegally segregated from the Group, is derecognised from the statement of financial position with a corresponding receivable for
itsreturn. Non-cash collateral pledged is not derecognised from the statement of financial position unless the Group defaults on its obligations under the relevant agreement,
and therefore continues to be recognised in the statement of financial position within the appropriate asset classification.

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(V) Deferred acquisition costs and other assets

The costs directly attributable to the acquisition of new business for insurance and participating investment contracts (excluding those written in the UK) are deferred to the
extent that they are expected to be recoverable out of future marginsin revenues on these contracts. For participating contracts written in the UK, acquisition costs are
generally not deferred as the liability for these contractsis calculated in accordance with the FSA's redlistic capital regime and FRS 27. For non-participating investment and
investment fund management contracts, incremental acquisition costs and sales enhancements that are directly attributable to securing an investment management service are
also deferred.

Where such businessis reinsured, an appropriate proportion of the deferred acquisition costsis attributed to the reinsurer, and is treated as a separate liability.

Long-term business deferred acquisition costs are amortised systematically over aperiod no longer than that in which they are expected to be recoverable out of these future
margins. Deferrable acquisition costs for non-participating investment and investment fund management contracts are amortised over the period in which the serviceis
provided. General insurance and health deferred acquisition costs are amortised over the period in which the related revenues are earned. The reinsurers’ share of deferred
acquisition costs is amortised in the same manner as the underlying asset.

Deferred acquisition costs are reviewed by category of business at the end of each reporting period and are written-off where they are no longer considered to be recoverable.

Other assets include vehicles which are subject to repurchase agreements and inventories of vehicle parts. The former are carried at the lower of their agreed repurchase price
or net realisable value, whilst the latter are carried at the lower of cost and net realisable value, where cost is arrived at on the weighted average cost formulaor “firstin first
out” (FIFO) basis. Provision is made against inventories which are obsolete or surplus to requirements.

(W) Statement of cash flows

Cash and cash equivalents

Cash and cash equivalents consist of cash at banks and in hand, deposits held at call with banks, treasury bills and other short-term highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of change in value. Such investments are those with | ess than three months' maturity from
the date of acquisition, or those redeemable on demand with only an insignificant changein fair value.

For the purposes of the statement of cash flows, cash and cash equivalents also include bank overdrafts, which are included in payables and other financial liabilitiesin the
statement of financial position.

Operating cash flows
Purchases and sales of investment property, loans and financial investments are included within operating cash flows as the purchases are funded from cash flows associated
with the origination of insurance and investment contracts, net of payments of related benefits and claims.

(X) Leases

Leases, where asignificant portion of the risks and rewards of ownership isretained by the lessor, are classified as operating |eases. Assets held for usein such leases are
included in property and equipment, and are depreciated to their residual values over their estimated useful lives. Rentals from such leases are credited to the income statement
on astraight-line basis over the period of the relevant leases. Payments made as | essee under operating leases (net of any incentives received from the lessor) are charged to
the income statement on a straight-line basis over the period of the relevant leases.

(Y) Provisions and contingent liabilities

Provisions are recognised when the Group has a present legal or constructive obligation asaresult of past events, it is probable that an outflow of resources embodying
economic benefitswill be required to settle the obligation, and areliable estimate of the amount of the obligation can be made. Where the Group expects a provision to be
reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but only when the reimbursement is more probable than not.

The Group recognises a provision for onerous contracts when the expected benefits to be derived from a contract are less than the unavoidabl e costs of meeting the
obligations under the contract. Contingent liabilities are disclosed if there is a possible future obligation as aresult of apast event, or if thereis apresent obligation as aresult
of apast event but either a payment is not probable or the amount cannot be reasonably estimated.

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(Z) Employee benefits

Annual leave and long service leave
Employee entitlements to annual leave and long service leave are recognised when they accrue to employees. A provision is made for the estimated liability for annual leave
and long service leave as aresult of servicesrendered by employees up to the statement of financial position date.

Pension obligations

The Group operates alarge number of pension schemes around the world, whose members receive benefits on either a defined benefit basis (generally related to amember’s
final salary and length of service) or adefined contribution basis (generally related to the amount invested, investment return and annuity rates), the assets of which are
generally held in separate trustee-administered funds. The pension plans are generally funded by payments from employees and the relevant Group companies.

For defined benefit plans, the pension costs are assessed using the projected unit credit method. Under this method, the cost of providing pensionsis charged to the income
statement so as to spread the regular cost over the service lives of employees. The pension obligation is measured as the present value of the estimated future cash outflows,
using adiscount rate based on market yields for high quality corporate bonds that are denominated in the currency in which the benefits will be paid and that have termsto
maturity approximating to the terms of the related pension liability. The resulting pension scheme surplus or deficit appears as an asset or liability in the consolidated
statement of financial position.

Costs charged to the income statement comprise the current service cost (the increase in pension obligation resulting from employees’ servicein the current period, together
with the schemes’ administration expenses), past service cost (resulting from changes to benefits with respect to previous years' service), and gains or losses on curtailment
(when the employer materially reduces the number of employees covered by the scheme) or on settlements (when a scheme's obligations are transferred outside the Group). In
addition, the difference between the expected return on scheme assets, lessinvestment expenses, and the interest cost of unwinding the discount on the scheme liabilities (to
reflect the benefits being one period closer to being paid out) is credited to investment income. All actuarial gains and losses, being the difference between the actual and
expected returns on scheme assets, changes in assumptions underlying the liability calculations and experience gains or 10sses on the assumptions made at the beginning of
the period, are recognised immediately in other comprehensive income.

For defined contribution plans, the Group pays contributionsto publicly or privately administered pension plans. Once the contributions have been paid, the Group, as
employer, has no further payment obligations. The Group's contributions are charged to the income statement in the year to which they relate and areincluded in staff costs.

Other post-employment obligations

Some Group companies provide post-employment healthcare or other benefitsto their retirees. The entitlement to these benefitsis usually based on the employee remaining in
service up to retirement age and the compl etion of a minimum service period. Unlike the pension schemes, no assets are set aside in separate funds to provide for the future
liability but none of these schemesis material to the Group. The costs of the Canadian scheme are included within those for the defined benefit pension schemesin that
country. For such schemesin other countries, provisions are calculated in line with local regulations, with movements being charged to the income statement within staff
costs.

Equity compensation plans
The Group offers share award and option plans over the Company’s ordinary shares for certain employees, including a Save As Y ou Earn plan (SAY E plan), details of which
aregivenin the Directors’ remuneration report and in note 24.

The Group accounts for options and awards under equity compensation plans, which were granted after 7 November 2002, until such time asthey are fully vested, using the
fair value based method of accounting (the “fair value method”). Under this method, the cost of providing equity compensation plansis based on the fair value of the share
awards or option plans at date of grant, which is recognised in the income statement over the expected vesting period of the related employees and credited to the equity
compensation reserve, part of shareholders’ funds.

Shares purchased by employee share trusts to fund these awards are shown as a deduction from shareholders’ funds at their original cost.

When the options are exercised and new shares are issued, the proceeds received, net of any transaction costs, are credited to share capital (par value) and the balance to
share premium. Where the shares are already held by employee trusts, the net proceeds are credited against the cost of these shares, with the difference between cost and
proceeds being taken to retained earnings. In both cases, the relevant amount in the equity compensation reserve is then credited to retained earnings.

The accounting policies (identified alphabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.

F-16




Accounting policies continued

(AA) Income taxes

The current tax expense is based on the taxable profits for the year, after any adjustmentsin respect of prior years. Tax, including tax relief for losses if applicable, isallocated
over profits before taxation and amounts charged or credited to reserves as appropriate.

Provision is made for deferred tax liabilities, or credit taken for deferred tax assets, using the liability method, on all material temporary differences between the tax bases of
assets and liabilities and their carrying amountsin the consolidated financial statements.

The principal temporary differences arise from depreciation of property and equipment, revaluation of certain financial assets and liabilitiesincluding derivative contracts,
provisions for pensions and other post-retirement benefits and tax losses carried forward; and, in relation to acquisitions, on the difference between the fair values of the net
assets acquired and their tax base. The rates enacted or substantively enacted at the statement of financial position date are used to determine the deferred tax.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against which the temporary differences can be utilised. In
countrieswhere thereis ahistory of tax losses, deferred tax assets are only recognised in excess of deferred tax liabilitiesif thereis convincing evidence that future profits will
be available.

Deferred tax is provided on temporary differences arising from investments in subsidiaries, associates and joint ventures, except where the timing of the reversal of the
temporary difference can be controlled and it is probable that the difference will not reverse in the foreseeabl e future.

Deferred taxes are not provided in respect of temporary differences arising from the initial recognition of goodwill, or from goodwill for which amortisation is not deductible for
tax purposes, or from theinitial recognition of an asset or liability in a transaction which is not a business combination and affects neither accounting profit nor taxable profit
or loss at the time of the transaction.

Current and deferred tax relating to items recognised in other comprehensive income and directly in equity are recognised in other comprehensive income and directly in equity
respectively. Deferred tax related to fair value remeasurement of available for sale investments, owner-occupied properties and other amounts charged or credited directly to
other comprehensive income are recognised in the statement of financial position as adeferred tax asset or liability. Current tax on interest paid on Direct Capital instrumentsis
credited directly in equity.

In addition to paying tax on shareholders’ profits, the Group'slife businessesin the UK, Ireland, Singapore and Australia pay tax on policyholders’ investment returns
(“policyholder tax™) on certain products at policyholder tax rates. Policyholder tax is accounted for as an income tax and isincluded in the total tax expense. The Group has
decided to show separately the amounts of policyholder tax to provide a more meaningful measure of the tax the Group pays on its profits. In the pro formareconciliations,
operating profit has been calculated after charging policyholder tax.

(AB) Borrowings

Borrowings are recognised initially at their issue proceeds |ess transaction costs incurred. Subsequently, most borrowings are stated at amortised cost, and any difference
between net proceeds and the redemption value is recognised in the income statement over the period of the borrowings using the effective interest rate method. All
borrowing costs are expensed asthey areincurred.

Where loan notes have been issued in connection with certain securitised mortgage loans, the Group has taken advantage of the revised fair value option under IAS 39 to
present the mortgages, associated liabilities and derivative financial instruments at fair value, since they are managed as a portfolio on afair value basis. This presentation
provides more relevant information and eliminates any accounting mismatch which would otherwise arise from using different measurement bases for these three items.

(AC) Sharecapital and treasury shares

Equity instruments
An equity instrument is a contract that evidences aresidual interest in the assets of an entity after deducting al itsliabilities. Accordingly, afinancial instrument istreated as
equity if:

(i) thereis no contractual obligation to deliver cash or other financial assets or to exchange financial assets or liabilities on terms that may be unfavourable; and

(i) theinstrument is a non-derivative that contains no contractual obligation to deliver avariable number of shares or isaderivative that will be settled only by the Group
exchanging afixed amount of cash or other assets for afixed number of the Group’s own equity instruments.

Shareissue costs
Incremental external costs directly attributable to the issue of new shares are shown in equity as adeduction, net of tax, from the proceeds of the i ssue and disclosed where
material.

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Accounting policies continued

(AC) Sharecapital and treasury shares continued

Dividends
Interim dividends on ordinary shares are recognised in equity in the period in which they are paid. Final dividends on these shares are recognised when they have been
approved by shareholders. Dividends on preference shares are recognised in the period in which they are declared and appropriately approved.

Treasury shares

Where the Company or its subsidiaries purchase the Company’s share capital or obtain rights to purchase its share capital, the consideration paid (including any attributable
transaction costs net of income taxes) is shown as adeduction from total shareholders' equity. Gains and |osses on sales of own shares are charged or credited to the treasury
share account in equity.

(AD) Fiduciary activities

Assets and income arising from fiduciary activities, together with related undertakings to return such assets to customers, are excluded from these financial statements where
the Group has no contractual rightsin the assets and actsin afiduciary capacity such as nominee, trustee or agent.

(AE) Earnings per share

Basic earnings per shareis calculated by dividing net income available to ordinary shareholders by the weighted average number of ordinary sharesin issue during the year,
excluding the weighted average number of ordinary shares purchased by the Group and held as Treasury shares.

For the diluted earnings per share, the weighted average number of ordinary sharesin issue is adjusted to assume conversion of all dilutive potential ordinary shares, such as
convertible debt and share options granted to employees.

Potential or contingent share issuances are treated as dilutive when their conversion to shares would decrease net earnings per share.
(AF) Operationsheld for sale

Assets and liabilities held for disposal as part of operations which are held for sale are shown separately in the consolidated statement of financial position. The relevant
assets are recorded at the lower of their carrying amount and their fair value, less the estimated selling costs.

The accounting policies (identified al phabetically) on pages F-4 to F-18 and notes (identified numerically) on pages F-26 to F-165 are an integral part of these financial statements.
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Consolidated income statement
For the year ended 31 December 2008

2008 2007 2006
Note £m £m £m
Income 4
Gross written premiums 36,206 30,991 28,735
Premiums ceded to reinsurers (1,841) (1,658) (1,501)
Premiums written net of reinsurance 34,365 29,333 27,234
Net change in provision for unearned premiums 277 (21) 93
Net earned premiums F 34,642 29,312 27,327
Fee and commission income G&H 1,885 1,760 1,870
Net investment (expense)/income | (16,043) 9,689 15,908
Share of loss after tax of joint ventures and associates (1,128) (304) 485
Profit on the disposal of subsidiaries and associates 7 49 222
19,363 40,506 45,812
Expenses 5
Claims and benefits paid, net of recoveries from reinsurers (29,353) (27,121) (23,444)
Changein insurance liabilities, net of reinsurance 3,885 (3,508) (2,594)
Change in investment contract provisions 10,629 (2,018) (6,002)
Change in unallocated divisible surplus 4,482 2,922 (558)
Fee and commission expense (4,411) (4,244) (5,461)
Other expenses (5,416) (3,473) (3,557)
Finance costs 6 (1,547) (1,217) (856)
(21,731) (38,659) (42,472)
(Loss)/profit before tax (2,368) 1,847 3,340
Tax attributable to policyholders’ returns 8 1,068 (15) (346)
(Loss)/profit beforetax attributableto shareholders’ profits (1,300) 1,832 2,994
Tax credit/(expense) AA & 18 1,483 (349) (940)
Less: tax attributable to policyholders’ returns 8 (1,068) 15 346
Tax attributable to shareholders’ profits 415 (334) (594)
(Loss)/profit for the year (885) 1,498 2,400
Attributable to:
Equity shareholders of Avivaplc (915) 1,320 2,249
Minority interests 31b 30 178 151
(885) 1,498 2,400
Earningsper share AE& 9
Basic (pence per share) (36.8)p 48.9p 88.0p
Diluted (pence per share) (36.8)p 48.5p 87.0p




Consolidated statement of comprehensive income
For the year ended 31 December 2008

2008 2007 2006
Note £m £m £m
(L oss)/profit for theyear (885) 1,498 2,400
Other compr ehensiveincome
Investments classified as available for sale
Fair value (losses)/gains 29 (2,344) 149 348
Fair value gains transferred to profit 29 (126) (391) (162)
Impairment losses on reval ued assets 29 830 - -
Owner-occupied properties
Fair value (losses)/gains 29 37) 23 26
Impairment losses on revalued assets 29 - - (%)
Share of fair value changesin joint ventures and associ ates taken to
comprehensiveincome 29 (93) 9 -
Actuarial (losses)/gains on pension schemes 41¢(iv) (929) 648 (117)
Actuarial losses/(gains) on pension schemes transferred to unallocated
divisible surplus 41c(i) 78 (61) 3
Foreign exchange rate movements 29& 31b 2,653 723 (346)
Aggregate tax effect — shareholder tax 8b 219 (195) (21)
Other comprehensiveincomefor theyear, net of tax 251 905 (271)
Total comprehensiveincome for the year (634) 2,403 2,129
Attributable to:
Equity shareholders of Avivaplc (1,135) 2,124 1,996
Minority interests 31b 501 279 133
(634) 2,403 2,129
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Consolidated statement of changesin equity

For the year ended 31 December 2008

Ordinary
share
capital
£m

Preference
share
capital

£m

Share
premium
£m

Merger
reserve
£m

Shares

heldby  Currency

employee translation

trusts
£m

reserve
£m

Owner-
occupied
properties
reserve
£m

Investment
valuation instruments compensation
reserve

£m

Hedging

reserve
£m

Equity

reserve
£m

Equity
attributable
to

Retained shareholders

earnings
£m

of Avivaplc
£m

Direct
capital
instrument
£m

Minority
interests
£m

Total
equity
£m

Balanceat 1

January 655

200

1,223 3,271

(10) 432

192

819

(63)

89

6,338

13,146

990

1,795

15,931

Loss for the year -

Other
comprehensive
income -

- 3,222

(36)

(1,530)

(1,040)

(915)

(836)

(915)

(220)

30

471

(885)

251

Total
comprehensive
income for the
year -

Owner-occupied

properties —

Fair value losses

transferred to

retained

earnings on

disposals -
Dividends and

appropriations -
Issues of share

capital 2
Shares issued in

lieu of dividends 7
Capital

contributions

from minority

shareholders -
Minority share of

dividends

declared in the

year -
Minority interests

in acquired

subsidiaries -
Changes in

minority

interests in

existing

subsidiaries -
Shares acquired by

employee trusts -
Shares distributed

by employee

trusts -
Reserves credit for

equity

compensation

plans -
Shares issued under

equity

compensation

plans -
Aggregate tax

effect —

shareholder tax -

- 3,222

(29 -

(36)

(1,530)

(1,040)

39

(15)

(1,751)

(1)

(975)

170

(6)

15

16

(1,135)

(975)
20

170

(29

39

16

501

36

(106)

43

(65)

(634)

(975)

20

170

36

(106)

43

(65)

(29)

39

16

Balance at 31

December 664

200

1,234 3,271

(33) 3,654

157

(711)

(1,103)

113

3,806

11,252

990

2,204

14,446
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Consolidated statement of changesin equity

For the year ended 31 December 2007

Ordinary
share
capital

£m

Preference
share
capital

£m

Share
premium
£m

Merger
reserve
£m

Shares Owner-
heldby Currency occupied Investment
employee translation properties
trusts reserve  reserve
£m £m £m

Hedging Equity

reserve
£m

reserve
£m

reserve
£m

earnings
£m

Equity
attributable
to

valuation instruments compensation Retained shareholders

of Aviva plc
£m

Direct
capital
instrument
£m

Minority
interests
£m

Total
equity
£m

Balanceat 1
January

641

200

1,189 3,271

0 (331) 194 979 78 73 5,194

11,488

990

1,267

13,745

Profit for the year

Other
comprehensive
income

1,320

- 763 23 (160) (141) - 319

1,320

804

178

101

1,498

905

Total
compr ehensive
income for the
year
Owner-occupied
properties —
Fair value gains
transferred to
retained
earnings on
disposals
Dividends and
appropriations
Issues of share
capital
Sharesissued in
lieu of dividends
Minority share of
dividends
declared in the
year
Minority interests
in acquired
subsidiaries
Shares acquired by
employee trusts
Reserves credit for
equity
compensation
plans
Shares issued under
equity
compensation
plans
Aggregate tax
effect —
shareholder tax

10

44 -

(10) -

- 763 23 (160) (141) - 1639

(871)

301

(34) 34

2,124

(871)
48

301

(10)

50

16

279

(66)

315

2,403

(871)
48

301

(66)

315

(10)

50

16

Balance at 31
December

655

200

1,223 3,271

(10) 432 192 819 (63) 89 6,338

13,146

990

1,795

15,931
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Consolidated statement of changesin equity
For the year ended 31 December 2006

Equity
Owner- attributable
Ordinary Preferenc Currency  occupied Investment Hedging Equity to Direct
share shar Share Merger translation properties  valuation instruments compensation Retained shareholders capital Minority Total
capital capite premium reserve reserve reserve reserve reserve reserve earnings  of Avivaplc instrument interests equity
£m £m £m £m £m £m £m £m £m £m £m £m £m £m
Balance at 1 January 599 200 1,167 3,271 55 179 844 19 43 2,675 9,052 990 985 11,027
Profit for the year - - - - - - - - - 2,249 2,249 - 151 2,400
Other comprehensive income - - - - (386) 24 135 59 - (85) (253) - (18)  (271)
Total comprehensive
income for the year - - - - (386) 24 135 59 - 2,164 1,996 - 133 2,129
Owner-occupied properties —
Fair value gains transferred
to retained earnings on
disposals - - - - - 9) - - - 9 - - - -
Dividends and appropriations - - - - - - - - - (762) (762) - - (762)
Issue of share capital for the
acquisition of AmerUs 32 - (11) 871 - - - - - - 892 - - 892
Other issues of share capital 3 - 40 - - - - - - - 43 - - 43
Shares issued in lieu of
dividends 7 - (@) - - - - - - 203 203 - - 203
Transfer on realisation - - - (871) 871 - - - -
Capital contributions from
minority shareholders - - - - - - - - - - - - 397 397
Minority share of dividends
declared in the year - - - - - - - - - - - - (75) (75)
Minority interests in acquired
subsidiaries - - - - - - - - - - - - (173) (173)
Reserves credit for equity
compensation plans - - - - - - - - 48 - 48 - - 48
Shares issued under equity
compensation plans - - - - - - - - (18) 18 - - - -
Aggregate tax effect —
shareholder tax - - - - - - - - - 16 16 - - 16
Balance at 31 December 641 200 1,189 3,271 (331) 194 979 78 73 5,194 11,488 990 1,267 13,745
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Consolidated statement of financial position

Asat 31 December 2008
2008 2007
Note £m £m
Assets
Goodwill M& 11 3,578 3,082
Acquired value of in-force business and intangibl e assets M & 12 4,038 3,197
Interestsin, and loans to, joint ventures B& 13 1,737 2,576
Interestsin, and loansto, associates B& 14 1,246 1,206
Property and equipment N & 15 964 942
Investment property 0& 16 14,426 15,391
Loans T& 17 42,237 36,193
Financial investments QR, & 19
Debt securities 150,398 121,511
Equity securities 43,351 58,829
Other investments 36,511 36,500
230,260 216,840
Reinsurance assets L& 36 7,894 8,054
Deferred tax assets AA & 39b 2,642 590
Current tax assets 3% 622 376
Receivables and other financial assets 20 9,816 8,619
Deferred acquisition costs and other assets u&z2l 6,147 4,487
Prepayments and accrued income 21d 3,762 2,986
Cash and cash equivalents W & 47d 23,643 15,659
Assets of operations classified as held for sale AF & 2c 1,550 1,128
Total assets 354,562 321,326
Equity
Capital AC
Ordinary share capital 23 664 655
Preference share capital 26 200 200
864 855
Capital reserves
Share premium 23b 1,234 1,223
Merger reserve Cé& 28 3,271 3,271
4,505 4,494
Shares held by employee trusts 25 (33) (10)
Other reserves 29 2,110 1,469
Retained earnings 30 3,806 6,338
Equity attributable to shareholdersof Avivaplc 11,252 13,146
Direct capital instrument 27 990 990
Minority interests 31 2,204 1,795
Total equity 14,446 15,931
Liabilities
Gross insurance liabilities J& 33 174,850 152,839
Gross liabilities for investment contracts K& 34 107,559 98,244
Unallocated divisible surplus J& 38 2,325 6,785
Net asset value attributable to unitholders C 6,918 6,409
Provisions Y,Z& 40 2,984 1,937
Deferred tax liabilities AA & 39 3,020 2,532
Current tax liabilities 39a 642 1,225
Borrowings AB & 42 15,201 12,657
Payables and other financial liabilities Q& 43 20,840 18,060
Other liahilities 44 4,556 3,765
Liabilities of operations classified as held for sale AF & 2c 1,221 942
Total liabilities 340,116 305,395
Total equity and liabilities 354,562 321,326
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Consolidated statement of cash flows
For the year ended 31 December 2008

The cash flows presented in this statement cover all the Group’s activities and include flows from both policyholder and shareholder activities. All cash and cash equivalents

are available for use by the Group.

2008 2007 2006

Note £m £m £m
Cash flows from operating activities 47a
Cash-generated from operations 8,737 5,272 2,067
Tax paid (642) (801) (595)
Net cash from operating activities 8,095 4471 1472
Cash flows from investing activities
Acquisitions of subsidiaries, joint ventures and associates, net of cash
acquired 47b (336) (769) (1,889)
Disposals of subsidiaries, joint ventures and associates, net of cash
transferred 47c 353 283 616
Purchase of minority interest in subsidiary (65) — —
New loans to joint ventures and associates (182) (126) (113)
Repayment of loans to joint ventures and associates 52 159 9
Net repayment loans to joint ventures and associates 13aé& 14a (130) 33 (104)
Purchases of property and equipment 15 (216) (227) (295)
Proceeds on sale of property and equipment 59 93 156
Purchases of intangibl e assets 12 (60) (48) (58)
Net cash used in investing activities (395) (635) (1,574)
Cash flows from financing activities
Proceeds from issue of ordinary shares, net of transaction costs 20 48 935
Treasury shares purchased for employee trusts (29) (10) —
New borrowings drawn down, net expenses 5,515 6,322 6,119
Repayment of borrowings (5,217) (6,000) (5,218)
Net drawdown of borrowings 42¢ 298 322 901
Interest paid on borrowings (1,537) (1,208) (825)
Preference dividends paid (27) (17) (17)
Ordinary dividends paid (732) (500) (490)
Coupon payments on direct capital instrument (56) (53) (52)
Finance |ease payments (149) ) (22
Capital contributions from minority shareholders 36 307 304
Dividends paid to minority interests of subsidiaries (106) (66) (75)
Non-trading cash flows between operations - - -
Net cash from financing activities (2,137) (1,184) 659
Net increasein cash and cash equivalents 5,563 2,652 557
Cash and cash equivalents at 1 January 15,134 11,901 11,508
Effect of exchange rate changes on cash and cash equivalents 2,834 581 (164)
Cash and cash equivalents at 31 December 23,531 15,134 11,901

Of thetotal cash and cash equivalents, £493 million (2007:£96 million, 2006: £nil) was classified as held for sale (see note 2d).
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Notesto the consolidated financial statements
1 - Exchangerates

The Group's principal overseas operations during the year were located within the Eurozone and the United States. The results and cash flows of these operations have been
translated into sterling at an average rate for the year of €1 = £0.80 (2007: €1 = £0.68; 2006: €1 = £0.68) and £1 = US$1.85 (2007: £1= US$2.00; 2006: £1= US$1.84).
Assets and liabilities have been translated at the year end rate of €1 = £0.97 (2007: €1 = £0.73; 2006: €1 = £0.67) and £1 = US$1.44 (2007: £1= US$1.99; 2006: £1=
US$1.96).

Total foreign currency movements during 2008 resulted in a gain recognised in the income statement of £327 million (2007: £45 million gain; 2006: £99
million gain).

2 —Subsidiaries

This note provides details of the acquisitions and disposals of subsidiaries that the Group has made during the year, together with details of businesses held for sale at the
year end. The principal Group subsidiariesarelisted in Item 4, “ Infor mation on the Company — C. Organisational Structure”.

(a) Acquisitions

(i) VIVAS Health

On 15 May 2008, the Group's Irish subsidiary, Hibernian Group plc, acquired a 70% holding in VIVAS Group Ltd. (VIVAS Health), an Irish health insurance company, for £26
million. Allied Irish Banks plc (AIB) will continue to hold the remaining 30% equity, further strengthening AIB and Hibernian's existing relationship. The company has been re-
branded as Hibernian Aviva Health. Its health insurance products will be distributed through Hibernian and AIB’s distribution channels, including Hibernian AvivaHealth's
existing direct and non-direct channels.

The acquisition of this shareholding has given rise to goodwill on acquisition of £22 million, calculated asfollows:

Purchase cost: £m
Cash paid 25
Attributable costs 1
Total consider ation 26

The estimated book and fair values of the assets and liabilities at the date of acquisition were:

Fair value and
accounting policy
Book value adjustments Fair value
£m £m £m
Assets
Reinsurance assets 30 - 30
Cash and cash equivalents 27 - 27
Receivables and financial assets 32 - 32
Other assets 2 - 2
Total assets 91 - 91
Liabilities
Insurance liabilities (49) - (49
Payables and other financial liabilities (35) - (35)
Other lighilities (1) - 1)
Total liabilities (85) — (85)
Total net assets 6 — 6
Net assetsacquired (70%) 4
Goodwill arising on acquisition of thisholding 22

The assets and liabilities as at the acquisition date in the table above are stated at their provisional fair values and may be amended in 2009 in accordance with paragraph 62 of
IFRS 3, Business Combinations. The residual goodwill represents future cost and revenue synergies from integration with the Hibernian Group.

The results of VIVAS Health have been included in the consolidated financial statements of the Group with effect from 15 May 2008, and have contributed £25 million to
consolidated revenues and £5 million profit to the consolidated |oss before tax in the year of acquisition.
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Notesto the consolidated financial statements continued

2 — Subsidiaries continued

(ii) UBI Vita

On 18 June 2008, the Group acquired 50% plus one sharein UBI Assicurazioni Vita SpA (UBI Vita), an Italian life insurance company, from Unione di Banche Italiane Scpa (UBI

Banca), for aconsideration of £52 million. UBI Vitadistributes life insurance products through a bancassurance agreement with Banca Popolare di Ancona and other channels.

The acquisition of this shareholding has given rise to goodwill on acquisition of £10 million, calculated as follows:

Purchase cost: £m
Cash paid 51
Attributable costs 1
Total consideration 52

The estimated book and fair values of the assets and liabilities at the date of acquisition were:

Fair value and
accounting policy
Book value adjustments Fair value
£m £m £m
Assets
Intangible assets - 41 41
Reinsurance assets 130 - 130
Prepayments and accrued income 20 - 20
Cash and cash equivalents 8 - 8
Debt securities 1,803 (74) 1,729
Other investments 407 - 407
Property and equipment 17 1 18
Receivables and other financial assets 45 — 45
Other assets 2 2 4
Total assets 2,432 (30) 2,402
Liabilities
Insurance liabilities (2,267) 67 (2,200)
Borrowings (32) - (31)
Payables and other financial liabilities (56) - (56)
Other liahilities (12 (18) (30)
Total liabilities (2,366) 49 (2,317)
Total net assets 66 19 85
Net assets acquired (50%) 42
Goodwill arising on acquisition of thisholding 10

The assets and liabilities as at the acquisition date in the table above are stated at their provisional fair values and may be amended in 2009 in accordance with paragraph 62 of
IFRS 3, Business Combinations. The residual goodwill represents expected future revenue and cost synergies.

Theresults of UBI Vita have been included in the consolidated financial statements of the Group with effect from 18 June 2008, and have contributed £79 million to
consolidated revenues and £2 million loss to the consolidated loss before tax in the year of acquisition.

(iiii) SwissLife Belgium

On 30 June 2008, the Group acquired 100% of the sharesin Swiss Life Belgium, amulti-lineinsurer, from SNS REAAL for £112 million. By combining Swiss Life Belgium with
our Belgian insurance operation, managed through our Dutch subsidiary Delta Lloyd, the Group will further strengthen its position in the Belgian life insurance market.

The acquisition of this shareholding has given rise to goodwill on acquisition of £48 million, calculated as follows:

Purchase cost: £m
Cash paid 112
Attributable costs —
Total consider ation 112
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Notesto the consolidated financial statements continued
2 — Subsidiaries continued

The estimated book and fair values of the assets and liabilities at the date of acquisition were:

Fair valueand
accounting policy
Book value adjustments Fair value
£m £m £m

Assets
Acquired value of in-force business on insurance contracts - 17 17
Reinsurance assets 28 - 28
Prepayments and accrued income 33 - 33
Cash and cash equivalents 60 - 60
Equity securities 464 - 464
Debt securities 1,735 - 1,735
Property and equipment 19 - 19
Investment property 80 - 80
Loans 21 - 21
Receivables and other financial assets 46 - 46
Other assets 19 - 19
Total assets 2,505 17 2,522
Liabilities
Insurance liabilities (1,635) 92 (1,543)
Liabilities for investment contracts (818) 52 (766)
Borrowings (49) - (49)
Payables and other financial liabilities (41) - (41)
Other liahilities (59 - (59)
Total liabilities (2,602) 144 (2,458)
Total net assets (97) 161 64
Net assets acquired (100%) 64
Goodwill arising on acquisition 48

The assets and liabilities as at the acquisition date in the table above are stated at their provisional fair values and may be amended in 2009 in accordance with paragraph 62 of
IFRS 3, Business Combinations. The residual goodwill represents cost and revenue synergies from integrating the business with our existing Belgian operations.

Theresults of Swiss Life Belgium have been included in the consolidated financial statements of the Group with effect from 30 June 2008, and have contributed £158 million to
consolidated revenues and £35 million loss to the consolidated |oss before tax in the year of acquisition.

(iv) Erasmus Group

On 26 March 2007, the Group’s Dutch subsidiary, Delta Lloyd, acquired 100% of the sharesin Erasmus Groep BV (“Erasmus’) in the Netherlands. Erasmus writes both general
insurance and long-term business, and the acquisition has further strengthened Delta Lloyd's position in the Dutch insurance market.

The Erasmus acquisition has not given rise to any goodwill on acquisition. The relevant calculationis as follows:

Purchase cost:

£m
Cash paid 53
Attributable costs 1
Total consideration 54
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Notesto the consolidated financial statements continued
2 — Subsidiaries continued

The assets and liabilities at the date of acquisition were:

Fair valueand
accounting policy Fair
Book value adjustments value
£m £m £m
Assets

Acquired value of in-force business on insurance contracts - 6 6
Intangible assets 2 18 20
Investments 411 5 416
Loans 204 16 220
Reinsurance assets 33 - 33
Receivables and other financial assets 22 - 22
Prepayments and accrued income 13 - 13
Cash and cash equivalents 35 - 35
Other assets 31 1 32
Total assets 751 46 797

Liabilities
Grossinsurance liabilities (674) (20) (694)
Borrowings (15) - (15)
Provisions 4 6) (10)
Tax liabilities Q) ©)] 4
Other lighilities (20) - (20)
Total liabilities (714) (29) (743)
Total net assetsacquired 37 17 54

Goodwill arising on acquisition —

The value of Erasmus's distribution channels has been identified as a separate intangible asset and valued by an independent third party at £ 8 million, using estimated post-
tax cash flows and discount rates. It has been assessed as having alife of 20 years and is being amortised on a straight-line basis over that period. As permitted by IFRS 4,
Insurance Contracts, an intangible asset of £12 million has also been recognised for the impact of discounting the non-lifeinsurance liabilities, to bring them to fair value. This
intangible asset will be amortised over the life of the relevant non-life insurance contracts.

The results of Erasmus have been included in the consolidated financial statements of the Group with effect from 26 March 2007, and contributed £78 million to consolidated
revenues and £5 million to the consolidated profit before tax in the year of acquisition.

(v) Bancassurance partnership with Cajamurcia

On 6 June 2007, the Group announced that it had entered into along-term bancassurance agreement with Spanish savings bank Caja de Ahorros de Murcia (Cajamurcia) that
will enhance the Group's |eading position in the Spanish life market. Cajamurciawill provide exclusive access to its network of branchesto CajaMurciaViday Pensiones, de
Segurosy Reaseguros SA (Cajamurcia Vida), the newly-created life insurance company jointly-owned by the Group and Cajamurcia, to sell insurance and pension products.
Regulatory approval to write new business was received on 21 November 2007 and the new company began trading on 30 November 2007.

On signing the agreement, the Group acquired 5% of the share capital of CajamurciaVidaand Cajamurcia granted the Group acall option over afurther 45% of the sharesin
this company which may be exercised in the two month period following the first anniversary of the agreement being signed.

The Group paid £8 million for the initial 5% holding on completion on 6 June 2007. From 6 June 2007 the Group has had the power to control the financial and operating policies
of Cajamurcia Vidathrough having the majority vote at meetings of the company’s board of directors. We have therefore consolidated its results and statement of financial
position since that date.

On 27 March 2008, the Group exercised this option and acquired 45% of the sharesfor £81 million. The fair value of the net assets of the company at the date the option was
exercised was £176 million, and the acquisition of the additional shareholding gave rise to additional goodwill of £3 million.
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Notesto the consolidated financial statements continued
2 — Subsidiaries continued

The acquisition of theinitial 5% shareholding has given rise to goodwill on acquisition of £2 million, calculated as follows:

Purchase cost:

£m
Cash paid 8
Attributable costs 1
Total consider ation 9
The book and fair values of the assets and liabilities at the date of acquisition were:

£m
Assets
Intangible assets 202
Other assets —
Total assets 202
Liabilities
Deferred tax on acquired assets (60)
Total liabilities (60)
Total net assets 142
Net assets acquired (initial 5% share) 7
Goodwill arising at 6 June 2007 on acquisition of thisholding 2

The value of the agreement to distribute through Cajamurcia’ s branch network has been identified as a separate intangibl e asset with a value of £202 million, using estimated
post-tax cash flows and discount rates.

As noted above, the results of Cajamurcia Vida have been included in the consolidated financial statements of the Group and contributed £1 million to consolidated revenues
and £ nil to the consolidated profit before tax in the financial year-ended 31 December 2007 from the date it began trading on 30 November 2007.

(vi) Italian transactions with Banco Popolare

During the year, the Group's Italian holding company has entered into three sets of transactions with an Italian bank, Banco Popolare Societa Cooperativa (Banco Popolare).
Details of these transactions are as follows:

(a) Petuniaand Banca Network

On 18 September 2007, the Group made a capital contribution of £19 million to Petunia SpA (Petunia), an investment holding company, previously held as afinancial
investment. The Group's holding in Petunia has increased to 40.62% but, as the Group has 51% of voting rights and management control, the Group has consolidated this
company asasubsidiary. Thetotal capitalisation of the company at this date was £47 million, which was used to purchase a 49.75% stake in Banca Bipielle Network SpA, an
Italian distribution network, from Banco Popolare on 26 September 2008. The acquired company has since been renamed Banca Network Investimenti SpA (Banca Network).

The Group does not have management control of Banca Network and so accounts for it as an investment in an associate. The total consideration was £49 million, comprising
cash consideration of £46 million and contingent consideration of £3 million (representing the present value of future expected performance-related consideration). Thefair
value of the Group's share of Banca Network’s identifiable net assets at the date of acquisition was £27 million. The residual goodwill of £22 million has been included in the
carrying value of the investment in associate (see note 14).

(b) ArealLife

On 26 September 2007, the Group acquired a 55% stake in Area Life International Assurance Limited (AreaLife), alife assurance company based in Ireland, selling exclusively
to Italian residents, from Banco Popolare for £7 million.

This acquisition has not given rise to any goodwill on acquisition. The relevant calculation is as follows:

Purchase cost:

£m
Cash paid 7
Total consideration 7
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Notesto the consolidated financial statements continued
2 — Subsidiaries continued

The assets and liabilities at the date of acquisition were:

Fair value and
accounting policy
Book Vaue adjustments Fair Vaue
£m £m £m
Assets
Acquired value of in-force business on insurance contracts - 20 20
Investments 284 - 284
Reinsurance assets 20 - 20
Cash and cash equivalents 12 - 12
Other assets 4 - 4
Total assets 320 20 340
Liabilities
Grossinsurance liabilities (278) (14) (292)
Deferred tax liability (5) (©) (6)
Payables and other financia liabilities (26) - (26)
Other liabilities (3) - [©)]
Total liabilities (312) (15) (327)
Total net assets 8 5) 13
Net assetsacquired (55%) 4 3 7

Goodwill arising on acquisition =

Theresults of Petunia, Banca Network and Area Life have been included in the consolidated financial statements of the Group with effect from 26 September 2007, and
contributed £6 million to consolidated revenues and £ nil to the consolidated profit before tax in the year of acquisition.

(vii) Bancassurance agreement via Avipop Assicur azioni

On 14 December 2007, the Group entered along-term bancassurance partnership in protection and non-life insurance with Banco Popolare that will further
strengthen the Group’s bancassurance presence in Italy and creates a new opportunity in the fast-growing protection sector.

The Group paid £184 million to secure the long-term bancassurance agreement with Banco Popolare and to acquire 50% plus one share of Avipop Assicurazioni SpA (Avipop
Assicurazioni), a non-life subsidiary of the bank. Life protection business will be written in asubsidiary of Avipop Assicurazioni, which will begin trading later in 2008, subject
to regulatory approval. The Group has the majority of the voting rights and management control of Avipop Assicurazioni and has therefore fully consolidated it as a
subsidiary.

The acquisition of Avipop Assicurazioni has given rise to goodwill on acquisition of £52 million, calculated asfollows:

Purchase cost:

£m
Cash paid 184
Attributable costs 4
Total consideration 188
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The assets and liabilities of the company at the date of acquisition were:

Fair value and
accounting policy
Book value adjustments Fair value
£m £m £m
Assets
Intangible assets - 386 386
Investments 9 - 9
Other assets 3 - 3
Total assets 12 386 398
Liabilities
Gross insurance liabilities ()] - (1)
Deferred tax liahility - (125) (125)
Other lighilities 1) - (1)
Total liabilities (2) (125) (127)
Total net assets 10 261 271
Net assets acquired (50%) 136
Goodwill arising on acquisition 52

The value of the agreement to distribute through Banco Popolare’'s branch network has been identified as a separate intangible asset and has been valued by an independent
third party at £386 million (100% share), using estimated post-tax cash flows and discount rates. The intangibl e asset has been assessed as having an indefinite useful life,
subject to annual tests for impairment. The distribution agreement isinitially for ten years, with five year automatic renewal periods. It is expected to be renewed indefinitely,
due to the unfavourable terms of the put option for failure to renew.

Theresidual goodwill represents the impact of recognising adeferred tax liability on the intangible asset.

The results of Avipop Assicurazioni have been included in the consolidated financial statements of the Group with effect from 27 December 2007, and contributed £nil million
to consolidated revenues and £2 million to the consolidated profit before tax in the year of acquisition.

(viii) Cyrte I nvestments

On 27 September 2007, the Group acquired an 85% stake in Cyrte Investments BV (Cyrte Investments), a Dutch fund management company, for £37 million. The net assets of
Cyrte Investments at the date of acquisition were £nil, giving rise to residual goodwill of £37 million.

Theresidual goodwill represents the value of the company’s workforce and a premium paid for the investment concepts devel oped in the company, based on Cyrte's expertise
in the telecommunications, mediaand technology sectors. No material intangible assets were identified.

The results of Cyrte Investments have been included in the consolidated financial statements of the Group with effect from 27 September 2007, and contributed £4 million to
consolidated revenues and £2 million to the consolidated profit before tax in the year of acquisition.

The Group has also invested £209 million in three funds, managed by Cyrte Investments, giving it an ownership interest in the three funds of between 13% and 18%. These
funds have been accounted for as investments in associates, as Cyrte Investmentsis the general partner of the funds and the Group’s holding givesit significant influence on
the investment committee, the management board of the funds. The Group’ sinvestment of £209 million has been included in interestsin associates in note 14.
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(ix) Hamilton I nsurance Company Limited and Hamilton Life Assurance Company Limited

On 1 November 2007, the Group completed the acquisition of Hamilton Insurance Company Limited and Hamilton Life Assurance Company Limited (the Hamilton companies)

from HFC Bank Limited, asubsidiary of HSBC Finance Corporation. In addition, the Group’s UK general insurance businesses signed a number of five-year agreementsto
underwrite creditor business for HFC Bank and some of its subsidiaries, and to provide home, protection and travel insurance products to 10.2 million of HSBC Bank’'s UK

customers.

The acquisition of Hamilton Insurance Company Limited has given rise to goodwill on acquisition of £2 million, calculated asfollows:

Purchase cost:

£m
Cash paid 55
Attributable costs 2
Total consider ation 57
The book and fair values of the assets and liabilities at the date of acquisition were:

£m
Assets
Investments 68
Reinsurance assets 24
Cash and cash equivalents 25
Other assets 24
Total assets 141
Liabilities
Grossinsurance liabilities (67)
Other liabilities (19)
Total liabilities (86)
Total net assetsacquired 55
Goodwill arising on acquisition 2
The acquisition of Hamilton Life Assurance Company Limited (Hamilton Life) has given rise to goodwill on acquisition of £21 million, calculated asfollows:
Purchase cost:

£m
Cash paid 44
Attributable costs 1
Total consider ation 45
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The assets and liabilities at the date of acquisition were:

Fair value and
accounting policy
Book value adjustments Fair value
£m £m £m
Assets
Acquired value of in-force business on investment contracts - 3 3
Investments 122 - 122
Other assets 5 - 5
Total assets 127 3 130
Liabilities
Grossinsurance liabilities (34) - (34)
Investment contract liabilities (68) - (68)
Other liahilities (4) - (4)
Total liabilities (106) - (106)
Total net assetsacquired 21 3 24
Goodwill arising on acquisition 21

Included in the consideration paid and goodwill arising on the Hamilton Life acquisition is £20 million in respect of unrecognised deferred tax assets, which the Group may be
ableto utilisein future years but cannot recognise now.

The results of the Hamilton companies have been included in the consolidated financial statements of the Group with effect from 1 November 2008, and contributed £3 million
to consolidated revenues and £1 million to the consolidated profit before tax in the year of acquisition.
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(x) Summary of material acquisitions described above

2008 2007
£m £m
Assets
Acquired value of in-force business and intangibl e assets 58 637
Property and equipment 37 -
Investment property 80 -
Financia investments 4,335 899
Loans 21 220
Reinsurance assets 188 7
Receivables and other financial assets 123 22
Prepayments and accrued income 53 13
Cash and cash equivalents 95 72
Other assets 25 68
Total assets 5,015 2,008
Liabilities
Grossinsurance liabilities (3,792 (1,088)
Investment contract liabilities (766) (68)
Borrowings (80) (15)
Provisions - (10)
Tax liabilities - (195)
Payables and other financial liabilities (132) (26)
Other liabilities (90) (47
Total liabilities (4,860) (1,449)
Net assets acquired 155 559
Less: Minority interests (45) (276)
Shar e of net assets acquired 110 283
Cash paid 188 388
Attributable costs 2 9
Total consideration 190 397
Goodwill arising on material acquisitions above 80 114
Addition to existing shareholding in Cgjamurcia 3 -
Other goodwill arising 23 1
Total goodwill arisingin theyear (see note 11a) 106 115
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(xi) Unaudited pro forma combined revenues and profit

Shown below are unaudited pro formafigures for combined revenues and profit as though the acquisition date for all business combinations effected during the year had been
1 January 2008, after giving effect to purchase accounting adjustments and the elimination of intercompany transactions. The pro formafinancial information is not necessarily
indicative of the combined results that would have been attained had the acquisitions taken place at 1 January 2008, nor isit necessarily indicative of futureresults.

2008 2007
£m £m
Revenues (net earned premiums and fee income) 36,620 31,390
Loss before tax attributable to shareholders (1,388) 1,678
£32 million of the above pre-tax loss has arisen since acquisition (2007: £17 million gain).
(b) Disposal of subsidiaries, joint venturesand associates
The profit on the disposal of subsidiaries, joint ventures and associates comprises:
2008 2007 2006
£m £m £m
United Kingdom (see (i) below) (398) 7) 69
Turkey - 71 -
Ireland - - 86
France - - 79
Offshore operations (see (iii) below) 14 - -
Other small operations 31 (15) (12)
Profit on disposal before tax 7 49 222
Tax on profit/(loss) on disposal - 3 13
Profit on disposal after tax 7 52 235

(i) UK non-core operations
As part of its strategy to exit certain UK non-core operations, the Group compl eted the disposals of HPI Limited to Solera Holdings Inc. and RAC Autowindscreens Limited to
Arques Management GmbH in December 2008. The loss on disposal of these wholly-owned subsidiaries was £38 million, calculated as follows:

2008
£m
Assets
Goodwill and intangibl e assets 99
Investments and property and equipment 10
Deferred acquisition costs and other assets 9
Receivables and other financial assets 25
Cash and cash equivalents 37
Total assets 180
Liabilities
Payables and other financial liabilities (20)
Other liabilities (28)
Tax liabilities and other provisions (17)
Total liabilities (65)
Net assets disposed of 115
Consideration:
Cash consideration 67
Non-cash consideration 15
Less: transaction costs (5)
Total consideration 77
L osson disposal (38)
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(ii) Luxembourg life operations
On 5 November 2008, the Group's Dutch subsidiary, DeltaLloyd NV, exchanged its 100% holding in Commercia Union International Life SA (CUIL) for a 15% shareholding in
NewPEL SA, a Luxembourg-registered investment company. No profit or loss was realised on disposal.

The assets and liabilities of CUIL at the date of disposal were:

2008
£m
Assets
Intangible assets 5
Investments 373
Cash and cash equivalents 5
Other assets 16
Total assets 399
Liabilities
Liability for investment contracts (372
Borrowings ©)
Other liabilities (10)
Total liabilities (385)
Net assets disposed of 14
Consideration:
Non-cash consideration 14

Profit on disposal —

(iii) Offshore operations

On 11 July 2008, the Group sold its offshore operations, administered through Aviva Global Services Singapore Pte Ltd (AGS), to WNS (Holdings) Limited (WNS). As part of
this agreement, we have entered into amaster services agreement with WNS, who will provide business process services to the Group’s UK, Irish and Canadian businesses
through to 2016. The consideration for the sharesin AGS was £35 million and the relevant net assets at the disposal date were £21 million, giving riseto aprofit on disposal of
£14 million.

(iv) Disposals during 2007
In June 2007, the Group sold its holdingsin The British Aviation Insurance Company Limited to Berkshire Hathaway for £15 million, resulting in aloss on disposal of £7
million.

(v) Disposals during 2006

During 2006, the Group completed the disposal of the Manufacturer Support Services (MSS) and Lex Vehicle Leasing (LVL) divisions, which had been acquired as part of the
RAC Group in 2005. Total proceeds of the sale were £358 million and net assets disposed of £310 million, giving rise to a profit of £58 million after tax and pension curtailment
gain are taken into account. Other UK disposals during 2006, giving rise to a profit on disposal of £11 million, are not considered material for further disclosure.

On 27 January 2006, Hibernian Life Holdings Limited, part of our operationsin Ireland, acquired all the shares of Ark Life Assurance Company Limited (Ark Life) from Allied
Irish Banks plc (AIB) in exchange for @ 24.99% stake in the enlarged HLH and a balancing cash payment of €196 million (£134 million). The transaction was accounted for asthe
acquisition of 75.01% of Ark Life and the disposal of 24.99% of HLH. The realised gain on disposal of the Group’s 24.99% interest in HLH was £86 million.

In July 2006, our French operation, Aviva France, sold its holding in ProCapital SA, an online brokerage company, to Credit Mutuel for £98 million. The sale resulted in a profit
on disposal of £79 million.

F-37




Notesto the consolidated financial statements continued
2 — Subsidiaries continued
(c) Operationsand assetsclassified asheld for sale

Assets held for sale as at 31 December 2008 comprise:

2008 2007

£m £m

Property and equipment held for sale (see (i) below) 102 -
Assets of operations classified as held for sale (see (ii) below) 1,448 1,128
Total assets classified as held for sale 1,550 1,128

(i) Property and equipment held for sale

Aspart of itsrestructuring, the UK data centres, presently owned and managed by Norwich Union Central Services Limited, have been classified as held for sale at 31

December 2008 at their fair value of £102 million. In remeasuring the data centres at fair value, an impairment charge of £44 million has been recognised in the income statement

within integration and restructuring costs. The data centres were sold on 25 February 2009 at their fair value above.

(ii) Assets and liabilities of operationsclassified asheld for sale

The assets and liabilities of operations classified as held for sale as at 31 December 2008 relate to our Dutch health insurance business and certain UK non-core operations,

and were as follows:

2008 2007

£m £m

Goodwill and intangible assets 14 -
Investments and property and equipment 396 316
Receivables and other financial assets 386 554
Deferred acquisition costs and other assets 1 -
Prepayments and accrued income 158 145
Tax assets - 17
Cash and cash equivalents 493 96
Total assets 1,448 1,128
Grossinsurance liabilities (709) (627)
Borrowings - (12)
Payables and financial liabilities (22 (72)
Other lighilities (478) (220)
Tax liabilities and other provisions (12) (11)
Total liabilities (1,221) (942)
Net assets 227 186

The 2007 figures relate to our Dutch health insurance business.

(iii) Dutch health insurance business

On 16 July 2007, the Group announced that its Dutch subsidiary, Delta LlIoyd Group (“DL"), had reached an agreement to sell its health insurance business to OWM CZ Groep

Zorgverkeraar UA (“CZ"), amutual health insurer, and create along-term alliance for the cross-selling of insurance products. Under the terms of the agreement, CZ will

purchase the DL health insurance business and take on its underwriting risk and policy administration. DL will continue to market and distribute health insurance products
from CZ to its existing customers and continue to provide asset management for the transferred business. DL will also have exclusive rights to market life, general insurance

and income protection products to CZ's customers. The transaction completed on 1 January 2009.

Therelevant assets and liabilities of the DL health insurance business have been classified as held for sale, at their carrying values, in the consolidated statement of financial

position as at 31 December 2008.

(iv) UK non-core operations

In 2008, the Group decided to sell, and was actively marketing, certain companies as part of its strategy to exit certain UK non-core operations. As at 31 December 2008, The
British School of Motoring Limited and its subsidiaries had yet to be sold and, as aresult, their relevant assets and liabilities have been classified as held for sale, at their
carrying values, in the consolidated statement of financial position as at 31 December 2008. On 11 February 2009, these companies were sold to Arques Consulting GmbH,

realising aloss on disposal of £9 million which has been provided for within exceptional itemsin these financial statements.
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(d) Other information

One of the Group's subsidiaries, DeltaLloyd NV, is subject to the provisions of Dutch corporate law and particularly the Dutch “structure company” regime. Under this
regime, Delta Lloyd operates under a Supervisory Board which has a duty to have regard to the interests of awide variety of stakeholders. The Supervisory Board includes
two Aviva Group representatives and is responsible for advising and supervising Delta Lloyd's Executive Board. The shareholder is one of the most important stakeholdersto
whom the Supervisory Board has aduty.

Dutch Law changed in October 2004 to ensure that Supervisory Board directors in Dutch companies were henceforth to be elected by acompany’s shareholders voting on
nominations made by its Supervisory Board and the Works Council. Under the previous system, Supervisory Board directors appointed their own successors. In 2006, Delta
Lloyd commenced proceedings against Avivaplc to try to compel the Company to adhere to the system that existed prior to the change in the law, on the basis of agreements
they say were entered into in 1973 when the Group acquired Delta LIoyd. The Company disputes these claims and does not expect the litigation, whatever its outcome, to have
any adverse effect on the financial or operational performance of Delta Lloyd or the Group. The court gave ajudgement in 2008, requiring Avivato adhere to the previous
system of appointment, which Avivais appealing.

3 — Segmental information

The Group's results can be segmented, either by activity or by geography. Our primary reporting format is on regional reporting lines, with supplementary information
being given by business activity. This note provides segmental information on the consolidated income statement and statement of financial position.

(a) Operating segments
The Group has determined its operating segments along regional lines. These reflect the management structure whereby a member of the Executive Management teamis
accountable to the Group Chief Executive for the operating segment for which heisresponsible. The activities of each operating segment are described below:

United Kingdom

The United Kingdom comprises two operating segments — UK Life and UK Genera Insurance (UK Gl). The principal activities of UK Life arelife insurance, long-term health
and accident insurance, savings, pensions and annuity business, whilst UK GI provides insurance cover to individuals and to small and medium-sized businesses, for risks

associated mainly with motor vehicles, property and liability, such as employers' liability and professional indemnity liability, and medical expenses. UK Gl also includesthe
RAC motor recovery business, the group reinsurance result and the results of run off business.

Europe
Activities reported in the Europe operating segment exclude operationsin the UK and include those in Russiaand Turkey. Principal activities are long-term businessin France,
the Netherlands, Ireland, Italy, Poland and Spain, and general insurance in France, the Netherlands, Ireland and Italy.

North America
Our activitiesin North America principally comprise our long-term business operationsin the USA and general insurance business operation in Canada.

Asia Pacific
Our activitiesin Asia Pacific principally comprise our long-term business operationsin Australia, China, India, Singapore, Hong Kong, Sri Lanka, Taiwan, Malaysia, and South
Korea

Avivalnvestors

Avivalnvestors operatesin most of the regionsin which the Group operates, in particular the UK, France, the United States and Canada and other international businesses,
managing policyholders' and shareholders’ invested funds, providing investment management services for institutional pension fund mandates and managing a range of retail
investment products, including investment funds, unit trusts, OEICs and | SAs. Fund management activities of DeltaLloyd areincluded in the Europe operating segment.

Other Group activities

Investment return on centrally held assets and head office expenses, such as Group treasury and finance functions, together with certain taxes and financing costs arising on
central borrowings areincluded in “Other Group activities’. Similarly, central core structural borrowings and certain tax balances are included in “ Other Group activities’ in the
segmental statement of financial position. Also included here are consolidation and elimination adjustments.

Measurement basis
The accounting policies of the segments are the same as those for the Group as awhole. Any transactions between the business segments are on normal commercial terms and
market conditions.
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(i) Segmental income statement for the year ended 31 December 2008

Other
United Kingdom North Aviva Group
Life Gl# Europe America Asia Pacific Investor st activities Total
£m £m £m £m £m £m £m £m
Gross written premiums 8,108 5,496 15,529 6,486 587 - - 36,206
Premiums ceded to reinsurers (612) (498) (442) (214) (75) - - (1,841)
Internal reinsurance revenue - 26 (21) (4 1) - - -
Net written premiums 7,496 5,024 15,066 6,268 511 - - 34,365
Net change in provision for
nearned premiums 6 344 (21) (50) (2 - - 277
Net earned premiums 7,502 5,368 15,045 6,218 509 - - 34,642
Fee and commission income 310 362 711 40 168 294 - 1,885
7,812 5,730 15,756 6,258 677 294 - 36,527
Net investment income (8,844) 326 (6,168) 444 (626) (407) (768) (16,043)
Inter-segment revenue - - - - - 203 - 203
Share of loss of joint ventures and
associates (1,058) - (38) - (32) - - (1,128)
Profit on the disposal of
subsidiaries and associates - (38) 24 - - - 21 7
Segmental income* (2,090) 6,018 9,574 6,702 19 90 (747) 19,566
Claims and benefits paid, net of
recoveries from reinsurers (8,620) (3,944) (13,411) (2,912) (464) - (v (29,353)
Changeininsurance liabilities, net
of reinsurance 2,674 280 3,409 (2,774) 296 - - 3,885
Change in investment contract
provisions 7,240 - 2,765 (126) 401 349 - 10,629
Changein unalocated divisible
surplus 2,151 - 2,331 - - - - 4,482
Amortisation of deferred
acquisition costs and acquired
value of in-force business - - (44) (285) (4) - - (333)
Depreciation and other
amortisation expense (70) (108) (120) (51) (5) (5 - (359)
Other operating expenses (1,787) (2,599) (2,970) (633) (296) (362) 552 (8,095)
Impairment losses* * - (26) (814) (200) - - - (1,040)
Inter-segment expenses (137) 2 (18) (42) (©)) - (1) (203)
Finance costs (541) (10 (703) (17) - - (276) (1,547)
Segmental expenses 910 (6,409) (9,575) (7,040) (75) (18) 273 (21,934)
(Loss)/profit before tax (1,180) (391) (1) (338) (56) 72 (474) (2,368)
Tax attributable to policyholders’
returns 1,031 - 49 - (12) - - 1,068
(L oss)/profit beforetax
attributable to shareholders (149) (391) 48 (338) (68) 72 (474) (1,300)

*  Tota reported income, excluding inter-segment revenue, is split United Kingdom £3,928 million, France £1,005 million, Netherlands £6,759 million, USA
£4,954 million and Rest of the World £2,717 million. Incomeis attributed on the basis of geographical origin which does not materially differ from revenue by
geographical destination, as most risks are located in the countries where the contracts were written.

** |mpairment losses, and reversal of such losses, recognised directly in other comprehensiveincome were £830 million and £nil.
T Avivalnvestors comprises the Avivalnvestors UK, France, the United States, Canada and International fund management businesses.

# United Kingdom General |nsurance includes the Group Reinsurance business, agency run off business and the non-insurance business for the RAC.
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(i) Segmental income statement for the year ended 31 December 2007

Other
United Kingdom North Asia Aviva Group
Life Gl# Europe Americs Pacific Investorst activities Total
£m £m £m £m £m £m £m £m
Gross written premiums 6,128 6,039 13,538 4,628 658 - - 30,991
Premiums ceded to reinsurers (444) (577) (388) (195) (54) - - (1,658)
Internal reinsurance revenue - 28 (19 (7) (2) - - -
Net written premiums 5,684 5,490 13,131 4,426 602 - - 29,333
Net changein provision for
unearned premiums (18) 60 (22 (40) (1) - - (21)
Net earned premiums 5,666 5,550 13,109 4,386 601 - - 29,312
Fee and commission income 246 385 638 30 168 299 (6) 1,760
5,912 5,935 13,747 4,416 769 299 (6) 31,072
Net investment income 5,186 699 2,761 875 286 (15) (103) 9,689
Inter-segment revenue - - - - - 199 - 199
Share of profit/(loss) of joint
ventures and associates (304) 3 6 - 9) - - (304)
Profit/(loss) on the disposal of
subsidiaries and associates - (7) (5) - - - 61 49
Segmental income* 10,794 6,630 16,509 5,291 1,046 483 (48) 40,705
Claims and benefits paid, net of
recoveries from reinsurers (9,000) (4,064) (11,192) (2,486) (377) - 2 (27,121)
Changeininsuranceliabilities, net
of reinsurance (729) 417 (949) (1,920 (327) - - (3,508)
Change in investment contract
provisions (694) - (1,091) (153) (35) (45) - (2,018)
Changein unallocated divisible
surplus 1,882 - 1,040 - - - - 2,922
Amortisation of deferred
acquisition costs and acquired
value of in-force business - - (35) (122 3) - - (160)
Depreciation and other
amortisation expense (24) (104) (53 (45) (6) 17) - (249)
Other operating expenses (1,110 (2,723) (2,318) (545) (251) (289) (15) (7,251)
Impairment losses** - - (50) (7 - - - (57)
Inter-segment expenses (142) (4) (18) (32 3) - 1) (199)
Finance costs (405) (10) (527) (19 - - (256) (1,217)
Segmental expenses (10,221) (6,488) (15,193 (5,329) (1,002) (351) (274) (38,858)
Profit/(loss) before tax 573 142 1,316 (38) 44 132 (322 1,847
Tax attributable to policyholders
returns (9) - 6 - (9) 3 = (15)
Profit/(loss) beforetax
attributable to shareholders 564 142 1,322 (38) 35 129 (322 1,832

*  Total reported income, excluding inter-segment revenue, is split United Kingdom £17,424 million, France £5,731 million, Netherlands £5,922 million, USA £3,777 million and
Rest of the World £7,853 million. Income is attributed on the basis of geographical origin which does not materially differ from revenue by geographical destination, as most
risks are located in the countries where the contracts were written.

** |mpairment losses, and reversal of such losses, recognised directly in other comprehensive income were £nil and £1 million.
T Avivalnvestors comprises the Avivalnvestors UK, France, the United States, Canada and International fund management businesses.

# United Kingdom General Insurance includes the Group Reinsurance business, agency run off business and the non-insurance business for the RAC.
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(iii) Segmental income statement for the year ended 31 December 2006

Other
United Kingdom North Aviva Group
Life Gl# Europe America AsiaPacific Investorst Activities Total
£m £m £m £m £m £m £m £m
Gross written premiums 6,153 6,126 13,449 2,423 584 - - 28,735
Premiums ceded to reinsurers (496) (509) (364) (89 (43) - - (1,501)
Internal reinsurance revenue - 25 (10) (14) (1) - - -
Net written premiums 5,657 5,642 13,075 2,320 540 - - 27,234
Net changein provision for
unearned premiums (26) 138 (22 9) 2 - 14 93
Net earned premiums 5,631 5,780 13,053 2,311 538 - 14 27,327
Fee and commission income 277 560 675 18 133 208 1) 1,870
5,908 6,340 13,728 2,329 671 208 13 29,197
Net investment income 8,526 879 4,789 513 368 338 495 15,908
Inter-segment revenue - - - - - 132 - 132
Share of profit/(loss) of joint
ventures and associates 462 15 16 - 8) - - 485
Profit/(loss) on the disposal of
subsidiaries and associates 1) 65 181 3 - - (26) 222
Segmental income* 14,895 7,299 18,714 2,845 1,031 678 482 45,944

Insurance claims and benefits paid

and change ininsurance

liabilities (net) (8,431) (3,375) (11,635) (2,026) (550) - (21) (26,038)
Investment contract claims and

benefits paid and changein

liabilities (1,831) - (3.641) (59 (165) (306) - (6,002)
Changein unalocated divisible
surplus (1,419 - 861 - - - - (558)

Amortisation of deferred
acquisition costs and acquired

value of in-force business (10) - (42) (31) (©)] - - (86)
Depreciation and other

amortisation expense (23) (87) (143) (21) @) (3 (4) (288)
Other operating expenses (2,067) (2,747) (2,206) (518) (239) (238) (629) (8,644)
Impairment losses ** - - 3 4 - - 7) -
I nter-segment expenses (107) (4) (15) 1) 3) - 2 (132
Finance costs (263) (10 (400) (5) - (17) (161) (856)
Segmental expenses (14,151) (6,223) (17,218) (2,657) (967) (564) (824) (42,604)
Profit/(loss) before tax 744 1,076 1,496 188 64 114 (342) 3,340
Tax attributable to policyholders

returns (295) - (33 - (15) 3 - (346)
Profit/(loss) beforetax

attributable to shareholders 449 1,076 1,463 188 49 111 (342) 2,994

* Total reported income, excluding inter-segment revenue, is split United Kingdom £22,194 million, France £6,400 million, Netherlands £5,528 million, USA £1,315 million and
Rest of the World £10,375 million. Income s attributed on the basis of geographical origin which does not materially differ from revenue by geographical destination, as most
risks are located in the countries where the contracts were written.

** |mpairment losses, and reversal of such losses, recognised directly in other comprehensive income were £nil and £2 million.
T Avivalnvestors comprises the Avivalnvestors UK, France, the United States, Canada and International fund management businesses.

# United Kingdom General Insurance includes the Group Reinsurance business, agency run off business and the non-insurance business for the RAC.
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(iv) Segmental statement of financial position as at 31 December 2008

Other
United Kingdom North Asia Aviva Group
Life Gl Europe America Pacific Investorst activities Total
£m £m £m £m £m £m £m £m
Goodwill 52 1,208 1,357 903 55 3 - 3,578
Acquired value of in-force
business and intangibl e assets 65 265 1,470 2,196 28 14 - 4,038
Interestsin, and loansto, joint
ventures and associates 2,080 - 604 2 296 - 1 2,983
Property and equipment 123 173 519 106 32 10 1 964
Investment property 8,872 148 3,920 7 21 655 803 14,426
Loans 20,156 833 19,061 2,130 56 1 - 42,237
Financial investments 69,060 2,501 125,724 24,621 3,865 1,454 3,035 230,260
Deferred acquisition costs 1,221 994 1,080 2,626 40 3 1 5,965
Other assets 13,925 4,956 23,646 5,538 630 661 755 50,111
Total assets 115,554 11,078 177,381 38,129 5,023 2,801 4,596 354,562
Insurance liabilities
Long-term business and
outstanding claims
provisions 62,070 6,103 72,464 26,939 2,120 - - 169,696
Unearned premiums 173 2,966 670 959 22 - - 4,790
Other insurance liabilities - 91 182 91 - - - 364
Liability for investment contracts 35,109 - 65,106 3,403 1,643 2,298 - 107,559
Unallocated divisible surplus 2,727 - (405) - 3 - - 2,325
Net asset value attributable to
unitholders 986 - 3,304 - 175 - 2,453 6,918
External borrowings 2,716 11 6,970 163 - - 5,341 15,201
Other liahilities, including inter-
segment liabilities 8,164 (972) 18,635 4,041 190 324 2,881 33,263
Total liabilities 111,945 8,199 166,926 35,596 4,153 2,622 10,675 340,116
Total equity 14,446
Total equity and liabilities 354,562
Capital expenditure (excluding
business combinations) 36 93 72 70 4 5 — 280

External borrowings by holding companies within the Group which are not allocated to operating companies are included in “ Other Group activities”.

T Avivalnvestors comprises the Avivalnvestors UK, France, the United States, Canada and International fund management businesses.
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3 — Segmental information continued

(v) Segmental statement of financial position as at 31 December 2007

Other
United Kingdom North Asia Aviva Group
Life Gl Europe America Pacific Investorst activities Total
£m £m £m £m £m £m £m £m

Goodwill 71 1,276 1,053 642 40 - - 3,082
Acquired value of in-force

business and intangibl e assets 65 349 1,164 1,579 28 12 - 3,197
Interestsin, and loans to, joint

ventures and associates 2,972 - 594 1 215 - - 3,782
Property and equipment 177 317 374 28 37 7 2 942
Investment property 10,415 252 3,061 - 25 966 672 15,391
Loans 20,153 900 13,895 1,206 39 - - 36,193
Financial investments 83,504 3,714 103,661 17,227 3,934 1,993 2,807 216,840
Deferred acquisition costs 1,477 1,188 782 828 42 4 - 4,321
Other assets 10,520 5,146 16,987 2,806 503 667 1,949 37,578
Total assets 129,354 13,142 140,571 24,317 4,863 3,649 5,430 321,326
Insurance liabilities

Long-term business and

outstanding claims

provisions 65,017 6,429 56,505 17,335 1,820 - - 147,106

Unearned premiums 179 3,468 973 815 15 - - 5,450

Other insurance liabilities - 92 113 78 - - - 283
Liability for investment contracts 41,845 - 49,551 1,756 1,952 3,140 - 98,244
Unallocated divisible surplus 4,944 - 1,838 - 3 - - 6,785
Net asset value attributable to

unitholders 758 - 2,680 - 189 - 2,782 6,409
External borrowings 2,184 12 6,153 133 - 6 4,169 12,657
Other liabilities, including inter-

segment liabilities 10,474 (320) 13,129 1,615 160 294 3,109 28,461
Total liabilities 125,401 9,681 130,942 21,732 4,139 3,440 10,060 305,395
Total equity 15,931
Total equity and liabilities 321,326
Capital expenditure (excluding
business combinations) 30 140 106 10 5 6 2 299

(b) Further analysisby productsand services
The Group'sresults can be further analysed by products and services which comprise long-term business, fund management, general insurance and health, and non-insurance
activities.

Long-term business

Our long-term business comprises life insurance, long-term health and accident insurance, savings, pensions and annuity business written by our life insurance subsidiaries,
including managed pension fund business and our share of the other life and related business written in our associates and joint ventures, as well as the Lifetime mortgage
businesswritten in the UK.

Fund management

Our fund management business invests policyholders’ and shareholders’ funds, provides investment management services for institutional pension fund mandates and
manages arange of retail investment products, including investment funds, unit trusts, OEICs and | SAs. Clientsinclude Aviva Group businesses and third-party financial
institutions, pension funds, public sector organisations, investment professionals and private investors.
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3 — Segmental information continued

General insurance and health

Our general insurance and health business provides insurance cover to individuals and to small- and medium-sized businesses, for risks associated mainly with motor vehicles,
property and liability, such as employers' liability and professional indemnity liability, and medical expenses.

Non-insurance

Non-insurance includes the RAC non-insurance operations, our banking businesses, service companies, head office expenses, such as Group treasury and finance functions,
and certain financing costs and taxes not allocated to business segments.

(i) Segmental income statement — products and services for the year ended 31 December 2008

General
Long-term Fund Insurance
business management and health** Othert Total
£m £m £m £m £m
Gross written premiums* 24,272 - 11,934 - 36,206
Premiums ceded to reinsurers (1,044) - (797) - (1,841)
Net written premiums 23,228 - 11,137 - 34,365
Net change in provision for unearned premiums - - 277 - 277
Net earned premiums 23,228 - 11,414 - 34,642
Fee and commission income 753 567 160 405 1,885
23,981 567 11,574 405 36,527
Net investment (expense)/income (16,671) 3 425 200 (16,043)
Inter-segment revenue - 185 - - 185
Share of loss of joint ventures and associates (1,089) (12) 5 (22) (1,128)
Profit on the disposal of subsidiaries and associates - - - 7 7
Segmental income 6,221 743 11,994 590 19,548
Segmental expenses (7,532) (662) (12,100) (1,622) (21,916)
Tax attributable to policyholder returns 1,068 - - - 1,068
Profit/(loss) befor e tax attributable to shareholders (243) 81 (106) (1,032 (1,300)

*  Grosswritten premiumsincludes inward reinsurance premiums assumed from other companies amounting to £255 million, of which £89 million relates to property and

liability insurance, £131 million to long-term business and the remainder health business.

** General insurance and health business segment includes gross written premiums of £1,945 million and premiums ceded to other companies of £35 million relating to health

business. The remaining business relates to property and liability insurance.

Tt Other includes the RAC non-insurance operations, our banking business, head office expenses, such as Group treasury and finance functions, and certain financing costs
and taxes not allocated to business segments.
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3 — Segmental information continued

(ii) Segmental income statement — products and services for the year ended 31 December 2007

Genera

Long-term Fund insurance
business management and health** Othert Total
£m £m £m £m £m
Gross written premiums* 19,622 - 11,369 - 30,991
Premiums ceded to reinsurers (858) - (800) - (1,658)
Net written premiums 18,764 - 10,569 - 29,333
Net change in provision for unearned premiums - - (21) - (21)
Net earned premiums 18,764 - 10,548 - 29,312
Fee and commission income 692 494 179 395 1,760
19,456 494 10,727 39% 31,072
Net investment income 8,529 45 827 288 9,689
Inter-segment revenue - 152 - - 152
Share of (loss)/profit of joint ventures and associates (297) 9) 3 1) (304)
Profit/(loss) on the disposal of subsidiaries and associates - - 7 56 49
Segmental income 27,688 682 11,550 738 40,658
Segmental expenses (26,139) (521) (10,843) (1,308) (38,811)
Tax attributable to policyholder returns (15) - - - (15)
Profit beforetax attributable to shareholders 1,534 161 707 (570) 1,832

Gross written premiumsincludes inward reinsurance premiums assumed from other companies amounting to £351 million, of which £219 million relates to property and
liability insurance, £112 million to long-term business and the remainder health business.

**  General insurance and health business segment includes gross written premiums of £1,494 million and premiums ceded to other companies of £20 million relating to
health business. The remaining business relates to property and liability insurance.

t Other includes the RAC non-insurance operations, our banking business, head office expenses, such as Group treasury and finance functions, and certain financing
costs and taxes not allocated to business segments.

(iii) Segmental income statement — products and services for the year ended 31 December 2006

Genera
Long-term Fund insurance
business management and health** Othert Total

£m £m £m £m £m
Gross written premiums* 17,308 - 11,427 - 28,735
Premiums ceded to reinsurers (776) — (725) — (1,501)
Net written premiums 16,532 - 10,702 - 27,234
Net change in provision for unearned premiums - - 93 - 93
Net earned premiums 16,532 - 10,795 - 27,327
Fee and commission income 704 452 172 542 1,870

17,236 452 10,967 542 29,197

Net investment income 13,947 17 1,299 645 15,908
Inter-segment revenue - 199 - - 199
Share of (loss)/profit of joint ventures and associates 471 7) 5 16 485
Profit/(loss) on the disposal of subsidiaries and associates 11 - 88 123 222
Segmental income 31,665 661 12,359 1,326 46,011
Segmental expenses (29,620 (507) (10,533) (2,011) (42,671)
Tax attributable to policyholder returns (346) - - - (346)
Profit beforetax attributable to shareholders 1,699 154 1,826 (685) 2,994
* Gross written premiums includesinward reinsurance premiums assumed from other companies amounting to £156 million, of which £46 million relates to property and

liability insurance, £110 million to long-term business and the remainder health business.

**  General insurance and health business segment includes gross written premiums of £1,193 million and premiums ceded to other companies of £nil million relating to
health business. The remaining business relates to property and liability insurance.

t Other includes the RAC non-insurance operations, our banking business, head office expenses, such as Group treasury and finance functions, and certain financing
costs and taxes not allocated to business segments.
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3 — Segmental information continued

(iv) Segmental statement of financial position — products and services as at 31 December 2008

Long-term Fund General insurance
business management and health Other Total
£m £m £m £m £m
Segment assets 307,928 732 25,190 20,712 354,562
Segment ligbilities (291,347) (392) (19,552) (28,825) (340,116)
Net assets 16,581 340 5,638 (8,113) 14,446
(v) Segmental statement of financial position — products and services as at 31 December 2007
Long-term Fund General insurance
business management and health Other Total
£m £m £m £m £m
Segment assets 280,375 1,871 24,341 14,739 321,326
Segment liabilities (265,736) (1,517) (18,581) (19,561) (305,395)
Net assets 14,639 354 5,760 (4,822) 15,931
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4 — Details of income

This note gives further detail on the items appearing in the first section of the consolidated income statement.

2008 2007 2006
£m £m £m
Grosswritten premiums (note 3a& 3b)
Long-term:
Insurance contracts 19,388 15,589 13,188
Participating investment contracts 4,884 4,033 4,120
General insurance and health 11,934 11,369 11,427
36,206 30,991 28,735
Less: premiums ceded to reinsurers (note 3a & 3b) (1,841) (1,658) (1,501)
Gross change in provision for unearned premiums (note 33¢) 388 (24) 89
Reinsurers’ share of change in provision for unearned premiums (note 36c(iii)) (111) 3 4
Net change in provision for unearned premiums 277 (21) 93
Net earned premiums 34,642 29,312 27,327
Fee and commission income
Fee income from investment contract business 487 416 410
Fund management fee income 556 576 395
Other feeincome 577 481 779
Reinsurance commissions receivable 176 223 204
Other commission income 110 110 98
Net changein deferred revenue (21) (46) (16)
1,885 1,760 1,870
Total revenue 36,527 31,072 29,197
Net investment income
Interest and similar income
From financial instruments designated as trading and other than trading 7,302 6,611 5882
From AFS investments and financial instruments at amortised cost 2,012 1,485 968
9,314 8,096 6850
Dividend income 2,444 2,100 2,119
Other income from investments designated as trading
Realised gains and losses 1,039 49 124
Unrealised gains and losses (policy 1) 108 65 208
1,147 114 332
Other income from investments designated as other than trading
Realised gains and losses (1,181) 5,055 4989
Unrealised gains and losses (see policy 1) (25,213) (6,244) (998),
(26,394) (1,189) 3,991
Realised gains on AFS investments 126 391 162
Net income from investment properties
Rent 959 846 757
Expenses relating to these properties 33) (27) (27)
Realised gains on disposal 14 105 44
Fair value (losses) on investment properties (note 16) (3137) (757) 1,507
(2,197) 167 2,283
Realised gains on loans 7 7 59
Foreign exchange gains and losses on investments other than trading (395) 11 128
Other investment income/(expenses) (95) (8) (16)
Net investment income (16,043) 9,689 15,908
Share of (loss)/profit after tax of joint ventures (note 13a) (1,038) (339) 462
Share of (loss)/profit after tax of associates (note 14a) (90) 35 23
Share of (loss)/profit after tax of joint ventures and associates (1,128) (304) 485
Profit on disposal of subsidiaries and associates (note 2b) 7 49 222
Total income 19,363 40,506 45,812
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5 — Details of expenses

This note gives further detail on the items appearing in the second section of the consolidated income statement.

2008 2007 2006
£m £m £m
Claimsand benefits paid
Claims and benefits paid to policyholders on long-term business
Insurance contracts 16,986 14,743 12,460
Participating investment contracts 5,085 5,604 4,350
Non-participating investment contracts 115 64 428
Claims and benefits paid to policyholders on general insurance and health business 8,696 7,779 7,232
30,882 28,190 24,470
Less: Claim recoveries from reinsurers
Insurance contracts (1,447) (1,056) (1,009)
Participating investment contracts (82) (13) (17)
Claims and benefits paid, net of recoveries from reinsurers 29,353 27,121 23,444
Changein insuranceliabilities
Changein insurance liabilities (4,792) 3,361 1,610
Change in reinsurance asset for insurance provisions 907 147 984
Change in insurance liabilities, net of reinsurance (3,885) 3,508 2,594
Changein investment contract provisions
Investment income all ocated to investment contracts (6,957) 885 3,122
Other changes in provisions
Participating investment contracts (note 34) (3,088) 1,025 2,683
Non-participating investment contracts (591) 920 198
Change in reinsurance asset for investment contract provisions 7 18 (@)
Change in investment contract provisions (10,629) 2,018 6,002
Changein unallocated divisible surplus (note 38) (4,482) (2,922 558
Fee and commission expense
Acquisition costs
Commission expenses for insurance and participating investment contracts 3,521 3,351 2,919
Change in deferred acquisition costs for insurance and participating investment contracts (513) (627) 210
Deferrable costs for non-participating investment contracts 160 265 230
Other acquisition costs 1,337 1,348 1,376
Changein deferred acquisition costs for non-participating investment contracts 185 (279) (159)
Investment income attributable to unitholders (679) (139) 418
Reinsurance commissions and other fee and commission expense 400 325 467
4,411 4,244 5,461
Other expenses
Other operating expenses
Staff costs and other expenses (note 7) 3,090 2,724 2,750
Central costs and sharesave schemes 141 163 160
Depreciation (note 15) 131 129 122
Impairment of goodwill on subsidiaries (note 11a) 48 10 9
Amortisation of acquired value of in-force business on insurance contracts (note 12) 333 160 58
Amortisation of intangible assets (note 12) 113 106 72
Net impairment of acquired value of in-force business (note 12) 2 - 28
Impairment/reversal of impairment of intangible assets (note 12) 13 4 )
Integration and restructuring costs (see below) 326 153 246
Exceptiona items (see below) 247 - -
4,444 3,449 3,528
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5 — Details of expenses continued

2008 2007 2006
£m £m £m
Impairments
Net impairment on loans 50 9 4)
Net impairment on financial investments 973 49 1)
Net impairment on receivables and other financial assets 17 1 5
Net impairment on non-financial assets - (1) —
1,040 58 =
Other net foreign exchange (gains)/losses (68) (34) 29
Finance costs (note 6) 1,547 1,217 856
Total expenses 21,731 38,659 42,472

Integration and restructuring costs

Integration and restructuring costs incurred in the year amounted to £326 million (2007: £153 million). Thisincludes £287 million for the cost savingsinitiativesin the UK life
and general insurance businesses and Europe, which have delivered £337 million annualised cost savingsin the year. Also included are integration costs of £39 million which
mainly relate to the work to set up our global asset management operation, Avivalnvestors.

Exceptional items

The table above includes exceptional items of £247 million (2007: £nil) in the year. These include £142 million for closing or exiting non-core business operations such as the
lifetime wrap platform and The British School of Motoring in the UK and the structured settlement business in the United States. The costs also include £126 million for the
settlement agreed by our Netherlands life business for its unit-linked policyholders, following an industry-wide challenge on the level of fees. The remaining balancerelatesto
brand migration costs of £37 million offset by £58 million benefit from settlement of adisputed Australian tax liability and the consequent release of aprovision for interest
charges.

Impairment of financial investments

Group policy isto recognise an impairment on available for sale (AFS) equity securities when there has been a prolonged or significant declinein their fair value below their
cost. Although management believes that these equity securities will ultimately recover their value, there can be no certainty that thiswill happen as, unlike fixed maturity
securities, the value of an equity security cannot be recovered in full by holding it to maturity.
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6 — Finance costs
This note analyses the interest costs on our borrowings (which are described in note 42) and similar charges.

Finance costs comprise:

2008 2007 2006
£m £m £m
Interest expense on core structural borrowings
Subordinated debt 229 179 169
Debenture loans 21 25 32
Commercia paper 36 55 29
286 259 230
Interest expense on operational borrowings
Amounts owed to credit institutions 82 38 69
Securitised mortgage loan notes
At amortised cost 125 105 94
At fair value 325 220 197
450 325 291
532 363 360
Interest on banking customer deposits 250 166 95
Interest on reinsurance deposits 11 37 38
Interest on collateral received 321 190 32
Other similar charges 147 202 101
Total finance costs 1,547 1,217 856
These are analysed as:
Allocated interest and similar charges 1,168 854 475
Group debt costs and other interest 379 363 381
1,547 1,217 856
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7 —Employeeinformation
This note analyses the total staff costs.

Staff costs
Total staff costs were:

2008 2007 2006
£m £m £m
Wages and salaries 2,114 1,831 1,798
Social security costs 258 229 216
Post-retirement obligations

Defined benefit schemes (note 41d) 175 191 213
Defined contribution schemes (note 41d) 58 63 71
Profit sharing and incentive plans 172 169 148
Equity compensation plans (note 24d) 39 50 48
Termination benefits 57 9 31
2,873 2,542 2,525

These costs are charged within:
2008 2007 2006
£m £m £m
Acquisition costs 584 592 597
Claims handling expenses 291 318 253
Central costs and sharesave schemes 83 109 76
Other operating expenses 1,915 1,523 1,599
2,873 2,542 2,525
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8—Tax

This note analyses the tax charge for the year and explains the factors that affect it.
(a) Tax (credit)/charged to the income statement

(i) The total tax (credit)/charge comprises:

2008 2007 2006
£m £m £m
Current tax
For thisyear 527 885 1,028
Prior year adjustments (284) (94) (287)
Total current tax 243 791 741
Deferred tax
Origination and reversal of temporary differences (1,814) (348) 221
Changesin tax rates or tax laws @) (88) @
Write-down of deferred tax assets 95 (6) (15)
Total deferred tax (1,726) (442) 199
Total tax (credited)/charged to income statement (note 8c) (1,483) 349 940

In February 2009 an Australian tax court case was settled in our favour resulting in the release of tax provisions of £63 million, which has reduced the tax charge in the income
statement.

(ii) The Group, asaproxy for policyholdersin the UK, Ireland, Singapore and Australia, is required to record taxes on investment income and gains each year. Accordingly, the
tax benefit or expense attributable to UK, Irish, Singapore and Australian life insurance policyholder returns is included in the tax charge. The tax credit attributable to
policyholders’ returnsincluded in the credit above is £1,068 million (2007: £15 million charge; 2006: £346 million charge).

(iii) Thetax (credit)/charge can be analysed as follows:

2008 2007 2006

£m £m £m

UK tax (1,482) 9% 485
Overseas tax (1) 255 455
(1,483) 349 940

(iv) Unrecognised tax losses and temporary differences of previous years were used to reduce current tax expense and deferred tax expense by £139 million and £19 million,
respectively (2007: £51 million and £6 million respectively; 2006: £73 million and £24 million respectively).

(v) Deferred tax credited to the income statement represents movements on the following items:

2008 2007 2006

£m £m £m

Long-term business technical provisions and other insurance items 591 315 364
Deferred acquisition costs 224 34 (47)
Unrealised losses on investments (1,706) (793) (144)
Pensions and other post-retirement obligations 16 40 166
Unused losses and tax credits (413) (272) (247)
Subsidiaries, associates and joint ventures (199) (33 135
Intangibles and additional value of in-force long-term business 30 (75) (73)
Provisions and other temporary differences (269) 342 45
Total deferred tax credited to income statement (1,726) (442) 199




Notesto the consolidated financial statements continued
8 — Tax continued
(b) Tax (credited)/charged to other comprehensive income

(i) Thetotal tax (credit)/charge comprises:

2008 2007 2006
£m £m £m
Current tax
In respect of fair value (losses)/gains on owner-occupied properties - 3) 7
Deferred tax
In respect of pensions and other post-retirement obligations (15) 269 (29)
In respect of unrealised |osses on investments (204) (71) 43
(219) 198 14
Total tax (credited)/charged to other comprehensive income (219) 195 21
(i) The tax credit attributable to policyholders’ returnsincluded aboveis £nil (2007: £nil; 2006: £nil).
(c) Tax credited to equity
Tax credited directly to equity in the year amounted to £16 million (2007: £16 million; 2006: £16 million), and iswholly in respect of coupon paymentson direct capital
instruments.
(d) Tax reconciliation
The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the tax rate of the home country of the Company as follows:
2008 2007 2006
£m £m £m
(Loss)/profit before tax (2,368) 1,847 3,340
Tax calculated at standard UK corporation tax rate of 28.5% (2007 and 2006: 30%) (675) 554 1,002
Different basis of tax - policyholders (767) 5 209
Adjustment to tax charge in respect of prior years (283) (49) (287)
Non-assessable income (94) (124) (55)
Non-taxable profit on sale of subsidiaries and associates 2 (18) (80)
Disallowable expenses 95 7 46
Different local basis of tax on overseas profits (61) 56 201
Reduction in future UK tax rate (net of movementsin unallocated divisible surplus) - (64) -
Deferred tax not recognised 292 1 (60)
Other 12 (19 (36)
Total tax (credited)/charged to income statement (note 8a) (1,483) 349 940
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9—Earningsper share

This note shows how we calculate earnings per share, based both on the present sharesin issue (the basic earnings per share) and the potential future sharesin issue,

including conversion of share options granted to employees (the diluted earnings per share).

(a) Basic earnings per share

(i) The profit attributable to ordinary shareholdersis:

2008 2007 2006

Total Total Total

£m £m £m

Profit/(loss) before tax attributable to shareholders’ profits (1,300) 1,832 2,994
Tax attributable to shareholders’ (loss)/profits 415 (334) (594)

Profit/(loss) for the year (885) 1,498 2,400
Amount attributable to minority interests (30) (178) (174)
Cumulative preference dividends for the year (17) (17) (17)
Coupon payments in respect of direct capital instruments (DCI) (net of tax) (40) (37) (37)

Profit/(loss) attributable to ordinary shareholders (972) 1,266 2,172
Basic earnings per share (pence) (36.8)p 48.9p 88.0p

(ii) The calculation of basic earnings per share uses a weighted average of 2,643 million (2007: 2,588 million; 2006: 2,469 million) ordinary sharesin issue, after deducting
shares owned by the employee share trusts. The actual number of sharesin issue at 31 December 2008 was 2,658 million (2007: 2,622 million; 2006: 2,566 million).

(b) Diluted earnings per share

(i) Diluted earnings per shareis calculated as follows:

2008 2007 2006
Weighted Weighted Weighted
average average average
number of number of number of
Total shares Per share Total shares Per share Total shares Per share
£m m p £m m p £m m p
(Loss)/profit attributable to
ordinary shareholders (972) 2,643 (36.8) 1,266 2,588 48.9 2,172 2,469 88.0
Dilutive effect of share awards
and options - 24 - - 24 (0.4) - 27 (L0
Diluted (loss)/ear nings per
share (972) 2,667 (36.8) 1,266 2,612 48.5 2,172 2,496 87.0
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10 - Dividends and appropriations

This note analyses the total dividends and other appropriations we have paid during the year. The table below does not include the final dividend proposed after the year
end because it is not accrued in these financial statements. The impact of scrip dividendsis shown separately in note 30.

2008 2007 2006
£m £m £m

Ordinary dividends declared and charged to equity in the year
Final 2007 — 21.10 pence per share, paid on 16 May 2008 554 - -
(Final 2006 — 19.18 pence per share, paid on 18 May 2007) - 492 -
(Final 2005 — 17.44 pence per share, paid on 17 May 2007) - - 418
Interim 2008 — 13.09 pence per share, paid on 17 November 2008 348 - -
(Interim 2007 — 11.90 pence per share, paid on 16 November 2007) - 309 -
(Interim 2006 — 10.82 pence per share, paid on 17 November 2006) - - 275
902 801 693
Preference dividends declared and charged to equity in the year 17 17 17
Coupon payments on direct capital instrument 56 53 52
975 871 762

Subsequent to 31 December 2008, the directors proposed afinal dividend for 2008 of 19.91 pence per ordinary share (2007: 21.10 pence; 2006: 19.18 pence), amounting to
£529 million (2007: £554 million; 2006: £492 million) in total. Subject to approval by shareholders at the AGM, the dividend will be paid on 15 May 2009 and will be
accounted for as an appropriation of retained earningsin the year ending 31 December 2009.

Interest on the direct capital instrument issued in November 2004 is treated as an appropriation of retained profits and, accordingly, it is accounted for when paid. Tax relief is
obtained at arate of 28.5% (2007 and 2006: 30%).

11 — Goodwill

This note analyses the changes to the carrying amount of goodwill during the year, and details the results of our impairment testing on both goodwill and intangibl e assets
with indefinite lives.

(a) Carrying amount

2008 2007
£m £m
Grossamount
At 1 January 3,273 3,086
Acquisitions (note 2a(iv)) 106 115
Movementsin contingent consideration (59) (5)
Disposals (84) (16)
Transfers from other intangibles 11 -
Foreign exchange rate movements 651 93
At 31 December 3,898 3,273
Accumulated impairment
At 1 January (191) (176)
Impairment losses charged to exceptional items (20) -
Other impairment | osses charged to expenses (48) (10)
Write back of impairment related to disposals 9 9
Foreign exchange rate movements (65) (14)
At 31 December (315) (191)
Carrying amount at 31 December 3,583 3,082
Less: Amounts classified as held for sale (5) =
3,578 3,082

The impairment losses charged to exceptional items arise in the United Kingdom long-term business (see (b)(i) below). Of the other impairment losses charged to expenses, £46
million arisesin the Netherlands (see (b)(viii) below) and £2 million arisesin the Italy long-term business (see (b)(vi) below). Together with impairment charges of £18 million
recognised in respect of goodwill within interestsin joint ventures and associates (notes 13 and 14), the total goodwill impairment loss charged to non-exceptional expenses
was £66 million.
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11 — Goodwill continued

Movements in contingent consideration relate to contingent consideration paid/received in respect of past acquisitions of subsidiaries. Goodwill arising on acquisitions
completed before 1 January 1998 was charged directly to reserves. Goodwill arising on the Group's acquisition of joint ventures and associates isincluded within the carrying
value of those investments (see notes 13 and 14).

(b) Goodwill allocation and impairment testing
A summary of the goodwill and intangibles with indefinite useful lives allocated to cash-generating unitsis presented below.

Carrying amount of intangibles

with
indefinite useful lives
Carrying amount of goodwill (detailed in note 12) Total
2008 2007 2008 2007 2008 2007
£m £m £m £m £m £m
United Kingdom
Long-term business (see (i) below) 52 71 - - 52 71
General insurance, RAC and health (see (ii) below) 1,208 1,276 201 221 1,409 1,497
Europe
France (long-term business)
(see (iii) below) - - 60 45 60 45
Ireland
Long-term business
(see (iv) below) 133 101 - - 133 101
General insurance and health
(see (v) below) 134 81 - - 134 81
Italy
Long-term business (see (vi) below) 74 46 334 254 408 300
General insurance and health
(see (vii) below) 64 42 137 132 201 174
Netherlands (see (viii) below) 279 212 - - 279 212
Spain (long-term business)
(see (ix) below) 652 552 - - 652 552
Other 24 19 - - 24 19
North America
United States (Iong-term business)
(see (x) below) 865 624 - - 865 624
Canada 43 17 - - 43 17
AsiaPacific
Various 55 41 — - 55 41
3,583 3,082 732 652 4,315 3,734

Asexplained in accounting policy M, the carrying amount of goodwill and intangible assets with indefinite useful livesisreviewed at least annually or when circumstances or
events indicate there may be uncertainty over this value. The testsled to impairment of goodwill of £68 million in 2008 (2007: £10 million).

Goodwill and intangibles with indefinite useful lives have been tested for impairment in these businesses as follows:
United Kingdom

(i) Long-term business
The United Kingdom long-term business goodwill balance is split across five cash generating units, with no individual balance exceeding £25 million.

Asdisclosed in note 5, the wrap platform of the United Kingdom long-term business was terminated during the year. As aresult of this termination, the goodwill relating to
this business was impaired and acharge of £20 million has been recognised as an exceptional item in the income statement.

(ii) General insurance, RAC and health

Following the reorganisation of the reporting structure for the UK’s general insurance business during 2007 and 2008, further integrating the operations, management and
reporting of businesses acquired with the RAC, the composition of cash-generating units to which goodwill has been allocated has been reassessed. It has been determined
that goodwill should be allocated to asingle ‘general insurance, RAC and health’ cash-generating unit. The analysis above reflects the revised allocation of goodwill. No
impairment of goodwill has arisen or been released as aresult of the reallocation.
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The recoverable amount of the UK general insurance, RAC and health unit has been determined based on avalue in use calculation. The calculation uses cash flow
projections based on business plans approved by management covering athree year period and arisk adjusted discount rate of 10.2%. Cash flows beyond that three year
period have been extrapolated using a steady 2.5% growth rate. This growth rate is set with regards to past experience and historical statistics of UK premium growth
published by the Association of British Insurers.

Key assumptions used for the calculation were:

— Budgeted operating profit represents the operating profit in the business plans, approved by management, and as such reflects the best estimate of future profits based
on both historical experience and expected growth rates for the relevant UK industry sectors;

—  Some of the assumptions that underline the budgeted operating profit include market share, customer numbers, premium rate and fee income changes, claims inflation and
commission rates; and

—  Growth rates represent the rates used to extrapolate future cash flows beyond the business plan period and have been based upon latest information available regarding
future and past growth rates, including external sources of data such as ABI Annual Market Statistics.

Asdisclosed in note 12(d), as aresult of the classification of The British School of Motoring Limited and its subsidiaries as held for sale, an impairment charge of £20 millionin
respect of intangible assets with indefinite useful lives has been recognised.

Europe

Long-term business

The recoverable amount of long-term business cash generating units in the Europe region, with the exception of the Netherlands, has been determined based on avaluein use
calculation. Thefirst step of the test was to compare the carrying value of each cash generating unit, including goodwill, to the Market Consistent Embedded Value (MCEV) of
that cash generating unit. If the MCEV islessthan the carrying value of acash generating unit the present value of profits from expected new business for that cash
generating unit is considered. If the value of profits from expected new business for a cash generating unit is expected to grow beyond the period of the initial plan this growth
rate is set with regard to past experience in each market and market expectations of future growth in each territory.

For European long-term business cash generating units a key assumption used for the calculation was:

—  Embedded value represents the sharehol der interest in the life business and is cal culated in accordance with the Market Consistent Embedded Value (MCEV) principles.
The embedded value isthe total of the net worth of the life business and the value of the in-force business.

General insurance, health and other

The recoverable amount of general insurance, health and other non-life cash generating unitsin the Europe region has been determined based on avalue in use calculation.
Valueinuseis calculated for each cash generating unit using a discounted cash flow projection based on business plans and growth assumptions approved by management
for each cash generating unit and discounted at arisk discount rate appropriate for each cash generating unit. If the cash flows are expected to grow beyond the period of the
initial plan this growth rate is set with regard to past experience in each market and market expectations of future growth in each territory.

(iii) France (long-term business)
The recoverable amount of the indefinite life intangible asset has been assessed as part of the recoverable amount of the French long-term business cash generating unit. The
MCEV of the French long-term business was significantly greater than its carrying value, including indefinite life intangible assets.

(iv) Ireland (long-term business)
The MCEV of the Irish long-term businessis greater than its carrying value so the recoverable value will be significantly in excess of its carrying value, including goodwill.

(v) Ireland (general insurance and health)
The recoverable amount of the Irish general insurance and health business exceeds the carrying value of the cash generating unit including goodwill.

Key assumptions used for the calculation were:

— Budgeted operating profit for an initial three year period represents the operating profit in the business plans, approved by management and as such reflects the best
estimate of future profits based on both historical experience and expected growth rates for the Irish economy. Some of the assumptions that underline the budgeted
operating profit include market share, premium rate changes, claimsinflation and commission rates;
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—  Growth rate of 4.6% represents the rate used to extrapolate future cash flows beyond the business plan period. Prices are assumed to remain static in the foreseeable
future and volumes are assumed to increase in line with real GDP; and

— Arisk adjusted discount rate of 8.1%.

(vi) Italy (long-term business)
Thiscalculation is an actuarially-determined appraisal value and is based on the embedded value of the business together with the present value of expected profitsfrom
future new business.

Key assumptions (in addition to MCEV principles) used for the calcul ation were:

—  New business contribution represents the present value of projected future distributable profits generated from business written in aperiod. Thisisinitially based on the
most recent three year business plans approved by management;

— Growth rate represents the rate used to extrapolate new business contributions beyond the business plan period, and is based on management’s estimate of future growth
of 2.0%; and

— Risk adjusted discount rate of 10.2% represents the rate used to discount expected profits from future new business. The discount rate includes arisk-free rate and arisk
margin to make prudent allowance for the risk that experiencein future years for new business may differ from that assumed.

Asaresult of an Italian off-shore long-term business entering run off, the goodwill relating to this business of £2 million has been fully impaired and recognised as an
impairment charge in the income statement. For the rest of the Italian long-term business the recoverable amount exceeds the carrying value of the cash generating unit
including goodwill.

(vii) Italy (non-life)
The recoverable amount exceeds the carrying value of the cash generating unit including goodwill.

Key assumptions used for the calculation were:

— Budgeted operating profit for aninitial three year period represents the operating profit in the most recent business plans, approved by management and as such reflects
the best estimate of future profits based on both historical experience and expected growth rates for the Italian economy;

—  Growth rate of 2.5% represents the rate used to extrapol ate future cash flows beyond the business plan period; and
— A risk adjusted discount rate of 10.2%.

(viii) Netherlands (long-term, general insurance, health and fund management)

The recoverable amount of the Netherlands life and general insurance and health cash generating units has been determined on the basis of avaluein use calculation. This
calculation isan appraisal value and is based on the discounted expected future cash flows from the operations over a 25-year period. Expected cash flows for future periods
have been obtained from the plan figures for athree year period. Expected cash flows for later periods have been extrapolated, taking into account the growth rate.

Key assumptions used for the cal culation were:
—  Expected cash flows for future periods have been obtained from the plan figures for athree year period;

—  Growth rate of 2.0% represents the rate applied to extrapolate new business contributions beyond the business plan period, for the life and general insurance business. In
the fund management business growth rates are based on management's prudent best estimate of future growth; and

— Risk-adjusted discount rate of 9.2% for long-term, general insurance and health business, and 11.53% for fund management business represents the rate used to discount
expected profits from future new business. The discount rate includes a risk margin to make prudent allowance for therisk that experiencesin future years may differ from
those assumed.

During the year, goodwill allocated to a non-insurance cash-generating unit in Belgium, was tested for impairment. Following the impairment test, an impairment charge of £46
million has been recognised in the income statement.

After recognition of thisimpairment charge, the recoverable amount of the Dutch cash generating units exceeds their carrying value. Anincreasein the risk adjusted discount
rate of 1% would result in the recoverable amount of the ABN Amro cash generating unit being equal to its carrying value.

(ix) Spain (long-term business)
Thiscalculation is based on the embedded value of the business together with the present value of expected profits from future new business. The recoverable amount
exceeds the carrying value of the cash generating unit including goodwill.
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Key assumptions (in addition to MCEV principles) used for the calculation were:

—  New business contribution represents the present value of projected future distributable profits generated from business written in aperiod. Thisisinitially based on the
most recent three year business plans approved by management;

—  Growth rate represents the rate used to extrapolate new business contributions beyond the business plan period, and is based on management’s conservative estimate of
future growth of 3.0%. This growth rateisin line with industry expectations; and

— Risk adjusted discount rate of 10.1% represents the rate used to discount expected profits from future new business. The discount rate is a combination of arisk-freerate
and arisk margin to make prudent allowance for the risk that experience in future yearsfor new business may differ from that assumed.

(x) United States (long-term business)
The recoverable amount of the United States long-term cash generating unit has been determined based on avaluein use calculation.

Thiscalculation is an actuarially-determined appraisal value and is based on an embedded value of the business (the total of the net worth of the life business and the value of
the in-force business) together with the present value of expected profits from future new business. The value in use exceeds the carrying value of the cash generating unit
including goodwill.

Key assumptions used for the calculation were:
— Embedded value represents the shareholder interest in the life business and is based on projected cash flows of the business including expected investment returns.
— Risk adjusted discount rate of 10% is used to calculate the embedded value;

—  New business contribution represents the present value of projected future distributable profits generated from business written in aperiod. Thisisinitially based on the
most recent three year business plans approved by management;

— Growth rate represents the rate used to extrapolate new business contributions beyond the business plan period, and is based on management’s estimate of future growth
of 5% for life and annuity business, which is set with regards to past experience in these markets; and

— Risk adjusted discount rate of 12% represents the rate used to discount expected profits from future new business. The discount rate includes an additional margin to
make prudent allowance for the risk that experience in future yearsfor new business may differ from that assumed.

Cash Flow Projections

To comply with paragraph 33(c) of IAS 36, cash flow projections for the period beyond the three year plan period are extrapolated from the position in the final year of the three
year plan period. In all cases we have assumed a steady growth rate for subsequent years, not an increasing growth rate. The steady growth ratein each caseis apositive
growth rate. The steady growth rate selected for each cash generating unit reflects long term expectations for the markets which each cash generating unit participatesin.
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This note shows the movementsin cost and amortisation of the in-force business and intangible assets acquired when we have purchased subsidiaries.

AVIFon AVIFon Other intangible  Intangible assets
Insurance investment  assetswith finite with indefinite
contracts® contracts** useful lives useful lives (b) Total
£m £m £m £m £m
Grossamount
At 1 January 2007 2,185 101 752 263 3,301
Additions 24 - 48 - 72
Acquisition of subsidiaries 29 - 205 386 620
Disposals - - (8) - 8
Transfers - - (54) 54 -
Foreign exchange rate movements 35 9 62 6 112
At 31 December 2007 2,273 110 1,005 709 4,097
Additions (note (a)) 331 - 60 - 391
Acquisition of subsidiaries 59 - 24 - 83
Disposals (4) (5) (79) - (88)
Transfers 4) 67 (63) - -
Transfers to goodwill and other assets (note (c)) - - - (31) (31)
Foreign exchange rate movements 869 44 277 149 1,339
At 31 December 2008 3,524 216 1,224 827 5,791
Accumulated amortisation
At 1 January 2007 (309) 9) (127) - (445)
Amortisation for the year (160) @) (99 - (266)
Foreign exchange rate movements (29) 2 (16) - (47)
At 31 December 2007 (498) (18) (242) - (758)
Amortisation for the year (333) (13) (100) - (446)
Disposals - - 39 - 39
Transfers (1) (43) 44 - -
Foreign exchange rate movements (230) (18) (85) - (333
At 31 December 2008 (1,062) (92) (344) - (1,498)
Accumulated impair ment
At 1 January 2007 (70) - (58) - (128)
Transfers - - 54 (54) -
Impairment losses charged to expenses - - 4) - 4
Foreign exchange rate movements U - - 3 (10)
At 31 December 2007 (77) - (8) (57) (142)
Impairment losses charged to exceptional item (note (d)) - - (32) (20) (52)
Other impairment |osses charged to expenses (note (€)) 2 - (13) - (15)
Foreign exchange rate movements (17) - 2 (18) (37)
At 31 December 2008 (96) - (55) (95) (246)
Carrying amount
At 31 December 2007 1,698 92 755 652 3,197
At 31 December 2008 2,366 124 825 732 4,047
Less: Amounts classified as held for sale
— gross amount - - 9 (20) (29
— accumulated amortisation and impairment — — — 20 20
- - (9) - 9
2,366 124 816 732 4,038

*  Oninsurance and participating investment contracts.
**  On non-participating investment contracts.
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(a) Additionsto gross AVIF on insurance contracts in 2008 includes £327m for the movement in the shadow adjustment made to the carrying value of AVIF in AvivaUSA.
(b) Intangible assets with indefinite useful lives comprise:

(i) the RAC brand, and the value of the Union Financiére de France Banque distribution channel, where the existing lives of the assets and their competitive position in, and
the stability of, their respective markets support this classification; and

(i) the bancassurance distribution agreement with Banco Popolare, signed in December 2007, whichisinitially for ten years, with five-year automatic renewal periods. Itis
expected to be renewed indefinitely, due to the unfavourable terms of the put option for failure to renew.

(c) During the year the Italian business unit finalised the valuation of Avipop Assicurazioni SpA which was acquired during 2007, and its bancassurance agreement with
Banco Popolare. This has resulted in areallocation of £31 million from intangible assets with indefinite useful livesto goodwill and other assets.

Impairment testing of these intangiblesis covered in note 11(b).
Other intangible assets with finite useful lives consist primarily of the value of bancassurance and other distribution agreements.

(d) As disclosed in note 5, the wrap platform of the United Kingdom long-term business was terminated during the year. As a result of this termination the intangible asset
relating to this business was impaired and a charge of £32 million has been recognised as an exceptional item cost in the income statement.

The impairment of intangible assets with indefinite useful lives relates to the classification of The British School of Motoring Limited and its subsidiaries as held for sale, which
has been recognised as an exceptional cost in theincome statement.

(e) Following areview for indicators of impairment of the finite-lived intangible assets held by the UK general Insurance, RAC and health business, an impairment charge of £9
million has been recognised in the income statement in respect of the intangible asset representing the right to future income from a book of creditor business. The impairment
charge arose as aresult of current adverse trading experience.
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In several business units, Group companies and other partiesjointly control certain entities. This note analyses these interests and describes the principal joint venturesin
which we are involved.

(a) Carrying amount
(i) The movements in the carrying amount comprised:

Goodwill and
intangibles Equity interests Loans Tota
£m £m £m £m
At 1 January 2007 - 2,554 241 2,795
Share of results before tax - (337) - (337)
Share of tax - 2 - 2
Share of loss after tax - (339) - (339)
Acquisitions and additions 196 453 126 775
Disposals and reduction in Group interests - (267) - (267)
Reclassification to financial investments - (208) (42) (250)
Fair value gains taken to other comprehensive income - 9 - 9
Loansrepaid - - (159) (159)
Foreign exchange rate movements 1 10 1 12
At 31 December 2007 197 2,212 167 2,576
Share of results before tax - (1,029) - (1,029)
Share of tax - (3) - 3)
Share of results after tax - (1,032) - (1,032)
Amortisation and impairment of goodwill and intangibles (6) - - (6)
Share of loss after tax (6) (1,032) - (1,038)
Acquisitions and additions - 175 182 357
Disposals and reduction in Group interests - (131) - (131)
Fair value | osses taken to other comprehensive income - (12) - (12)
Loansrepaid - - (52) (52)
Foreign exchange rate movements 7 30 - 37
At 31 December 2008 198 1,242 297 1,737
(i) The balances at 31 December comprised:
Goodwill and
intangibles Equity interests Loans Total
2008 £m £m £m £m
Property management undertakings - 1,080 297 1,377
Long-term business undertakings 198 158 - 356
General insurance undertakings - 4 - 4
Total 198 1,242 297 1,737
Goodwill and Equity
intangibles interests Loans Total
2007 £m £m £m £m
Property management undertakings - 2,124 167 2,291
Long-term business undertakings 197 88 - 285
Total 197 2,212 167 2,576

Theloans are not secured and no guarantees were received in respect thereof. They areinterest-bearing and are repayable on termination of the relevant partnership.
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(b) Property management undertakings
The principal joint ventures are asfollows:

GP proportion
Company held PLP proportion held
Airport Property Partnership 50.0% 50.0%
Ashtenne Industrial Fund Limited Partnership 66.7% 37.4%
The Junction Limited Partnership 50.0% 46.0%
The Mall Limited Partnership 50.0% 53.8%
Queensgate Limited Partnership 50.0% 50.0%
Quercus Healthcare Property Partnership Limited 50.0% 39.6%
The 20 Gracechurch Limited Partnership 50.0% 50.0%

All the above entities perform property ownership and management activities, and are incorporated and operate in Great Britain. All these investments are held
by subsidiary entities.

(c) Long-term business undertakings
The principal joint ventures are as follows:

Country of

incorporation

Company Class of share Proportion held and operation
Aviva-COFCO Life Insurance Co. Limited Ordinary shares of RMB1 each 50.0% China
AvivaSA Emeklilik ve Hayat A.S. Ordinary sharesof YTL1 each 49.7% Turkey
CIMB AvivaAssurance Berhad Ordinary shares of RM1 each 49.0% Malaysia
CIMB AvivaTakaful Berhad Ordinary shares of RM1 each 49.0% Malaysia
First-AvivaLife Insurance Co., Ltd. Ordinary shares of NT$10 each 49.0% Taiwan
Woori AvivaLifeinsurance Co. Ltd Ordinary shares of KRW 5000 each 46.8% Korea

All investments in the above companies are unlisted and are held by subsidiaries except for the sharesin Aviva-COFCO Life Insurance Co. Limited, which are
held by the Company. The Group’s share of net assets of that company are £57 million (2007: £44 million) and have afair value of £61 million (2007: £52
million).

(i) South Korea

On 4 April 2008, the Group acquired 40.65% of LI1G Life Insurance Co. Ltd (LIG Life), a South Korean life insurance company, for £34 million. This company was renamed Woori
AvivalLife Insurance Co. Ltd and distributes life insurance products through multiple distribution channels, focusing on the Busan metropolitan areain the south-eastern
region of the country. Further shareholdings of 5.51% and 0.63% were acquired on 7 April and 29 May 2008 respectively for atotal of £4 million. The contractual arrangements
with the other major shareholder have led us to account for thisinvestment as an interest in ajoint venture.

(ii) Turkey

On 310ctober 2007, the Group entered into ajoint venture agreement with Aksigorta AS, (“ Aksigorta”), the insurance company of the Sabanci Holding Group, to form anew
Turkish life and pensionsjoint venture. Under the terms of the agreement, the Group's Turkish life and pensions business, Aviva Hayat ve Emeklilik A.S,. (“AvivaHE")
merged with Ak Emeklilik A.S,. (“Ak E"), Aksigorta'slife and pensions business. Thejoint venture entered into an exclusive long-term bancassurance agreement with Akbank
TAS, Turkey's second-largest privately-owned bank.

The Group and Sabanci jointly control the joint venture through equal shareholdings of 49.7%, with the remaining 0.6% being held by individual shareholders. The new
company, AvivaSA Emeklilik ve Hayat A.S, began trading on 1 November 2007.

As consideration for its shareholding, the Group contributed the business of AvivaHE to thejoint venture and paid £49 million to Aksigorta. The transaction has been
accounted for as an acquisition of a49.7% joint venture and the disposal of 50.3% of AvivaHE. Goodwill arising of £45 million, included in the carrying value of the joint
venture, has been calcul ated as follows:
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(a) Turkey: Acquisition of shareholding in joint venture

Purchase cost:

£m
Fair Value of 50.3% of AvivaHE (see below) 85
Cash paid 49
Attributable costs 2
Total consideration 136
Fair value of 49.7% of Ak E'sidentifiable net assets 91
Goodwill 45

Included in the fair value of Ak E's net assets were acquired value of in-force business of £34 million and a distribution contract intangibl e asset, valued by an independent
third party at £49 million, using post-tax cash flows and discount rates. The intangible asset has been assessed as having alife of 15 years and is being amortised over that
period. The residual goodwill represents the value of the direct sales force and expected synergies. The carrying value of thejoint venture at the date of acquisition was as
follows:

£m
Carrying value of 49.7% of AvivaHE's net assets* 8
Fair value of 49.7% of Ak E's net assets 91
Goodwill 45
Total carrying value 144

* Calculated as 49.7% of the total net assets of £17 million given in the table below.
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(b) Turkey: Disposal of shareholding in subsidiary
The profit on disposal of 50.3% of AvivaHE was £74 million, calculated as follows. Carrying value of the assets and liabilities at the date of disposal:

£m
Assets
Investments 153
Other assets 14
Total assets 167
Liabilities
Grossinsurance liabilities (136)
Deferred tax liability (14)
Total liabilities (150)
Total net assets 17
Net assets disposed of (50.3%) 9
Consideration
Fair value of 50.3% of AvivaHE 85
L ess transaction costs (2

83
Profit on disposal beforereserverelease 74
Release of balance on currency trandation reserve (note 29) )
Profit on disposal (note 2b) 71
(iii) Malaysia

On 2 July 2007, the Group entered the Malaysian long-term savings market through ajoint venture with the CIMB Group, listed on Malaysia's stock exchange as Bumiputra-
Commerce Holdings Berhad. Under an agreement signed on that date and completed the same day, the Group acquired a 49% interest in two of CIMB Group’s subsidiaries,
Commerce Life Assurance Berhad (Commerce Life) and Commerce Takaful Berhad (Commerce Takaful), for atotal cash consideration of £72 million, representing the value of
our share of net assets and expected contribution from new business. In addition, Commerce Life and Commerce Takaful will enter into exclusive bancassurance agreements
with CIMB Group's subsidiary, CIMB Bank, for the distribution of life and takaful insurance products through the bank’s branches.

(iv) Taiwan

On 27 April 2007, the Group signed an agreement with First Financial Holding Co., Ltd (FFHC) to form ajoint venture, First-AvivaLife Assurance Co., Ltd (First-Aviva). This
gives Avivaaccess to one of Asia's most attractive markets and enables us to participate in the island’s pension reform. The Group holds 49% of First-Aviva, whose total
capital is £34 million. Regulatory approval of an insurance licence was received on 31 December 2007 and operations commenced on 2 January 2008. First-Avivawill
manufacture long-term savings and pension productsin Taiwan, and distribute them through an exclusive bancassurance agreement with First Commercial Bank, a subsidiary
of FFHC.

F-66




Notesto the consolidated financial statements continued
13 —Interestsin, and loansto, joint ventures continued
(d) Impair ment testing

CIMB Aviva Assurance Berhad and CIMB Aviva Takaful Berhad

The Group'sinvestmentsin CIMB Aviva Assurance Berhad and CIMB Aviva Takaful Berhad have been tested for impairment by comparing their carrying values (which
include goodwill which arose on their acquisition) with their recoverable amounts. The recoverable amounts for both the investments have been determined based on valuein
use calculations. This calculation is an actuarially-determined appraisal value and is based on the embedded value of the business together with the present value of expected
profits from future new business. The recoverable amounts exceeds the carrying values of both the investments.

Key assumptions used for the cal cul ation were:

— The calculations use cash flow projections based on the policy portfolio existing at the valuation date and the future sales based on plans approved by management
covering the subsequent three year period. The cash flows from existing policy portfolio is calculated using best estimate assumptions, which have been supported by
experience investigation where available and prudent estimates typical for the market where experience investigations are not available;

— Thecalculations use arisk adjusted discount rate of 10.5%; and
— New sales beyond the three year period have been extrapolated using a growth rate of 7.5%.

AvivaSA Emeklilik ve Hayat A.S.
The Group’sinvestment in AvivaSA Emeklilik ve Hayat A.S. has been tested for impairment by comparing its carrying value (which includes goodwill which arose on its
acquisition) with its recoverable amount.

The recoverable amount has been determined based on avalue in use calculation.

This calculation is an actuarially-determined appraisal value and is based on the embedded val ue of the business together with the present value of expected profits from
future new business. The recoverable amount exceeds the carrying value of the cash generating unit including goodwill.

Key assumptions used for the calculation were:

— Embedded value represents the shareholder interest in the life business and is calculated in accordance with the Market Consistent Embedded Vaue (MCEV) principles.
The embedded value is the total of the net worth of the life business and the value of the in-force business. The underlying methodology and assumptions have been
reviewed by afirm of actuarial consultants;

—  New business contribution represents the present value of projected future distributable profits generated from business written in a period. Thisisinitialy based on the
most recent three year business plans approved by management;

— Growth rate represents the rate used to extrapolate new business contributions beyond the business plan period, and is based on management's estimate of future growth
of 5%; and

— Risk adjusted discount rate of 21% represents the rate used to discount expected profits from future new business. The discount rate reflects a risk margin to make
prudent allowance for the risk that experiencein future years for new business may differ from that assumed.

(e) Additional information
Summarised aggregate financial information on the Group’sinterestsin itsjoint venturesis as follows:

2008 2007

£m £m

Income, including unrealised (losses)/gains on investments (876) 242
Expenses (153) (579
Share of results before tax (1,029) (337)

Long-term assets 3,115 4,263

Current assets 529 395

Share of total assets 3,644 4,658
Long-term liabilities (1,968) (1,684)
Current liabilities (434) (762)
Share of total liabilities (2,402) (2,446)

Share of net assets 1,242 2,212

The joint ventures have no significant contingent liabilities to which the Group is exposed, nor has the Group any significant contingent liabilitiesin relation to itsinterestsin
them.
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This note analyses our interestsin entities which we do not control but where we have significant influence.

(a) Carrying amount

Goodwill and
intangibles Equity interests Loans Total
£m £m £m £m
At 1 January 2007 373 520 2 895
Share of results before tax - 51 - 51
Share of tax - (4) - (4)
Share of results after tax - 47 - 47
Amortisation of acquired value of in-force business (12) - - (12
Share of profit after tax (12) 47 - 35
Acquisitions and additions 39 257 - 296
Disposals - (25) - (25)
Dividends received - (32 - (32
Foreign exchange rate movements 5 32 - 37
Movementsin carrying amount 32 279 = 311
At 31 December 2007 405 799 2 1,206
Share of results before tax - (54) - (54)
Share of tax - 9) - 9)
Share of results after tax - (63) - (63)
Impairment of goodwill and intangibles (16) - - (16)
Amortisation of acquired value of in-force business (11) - - (11)
Share of loss after tax (27) (63) - (90)
Additions (see below) 14 56 - 70
Disposals - (12) - (12)
Fair value losses taken to other comprehensiveincome - (81) - (81)
Dividends received - (87) - (87)
Reclassification from investment in subsidiaries - 55 - 55
Reclassification from financial investments - 62 - 62
Foreign exchange rate movements 13 109 1 123
Movementsin carrying amount - 39 1 40
At 31 December 2008 405 838 3 1,246

The loans are interest-bearing but are not secured, and no guarantees were received in respect thereof.

Additions in 2008 comprise additional capital invested in Aviva Life Insurance Company India Limited, Banca Network Investimenti SpA, RBSG Collective Investments

Limited, and RBS Life Investments Limited.

(b) Principal associates
The principal associatesincluded above are:

Country of

Proportion incorporation

Company Type of business Class of share held and operation
AvivaLife Insurance Company India Insurance Ordinary shares of RS1 each 26.0% India

Limited

Banca Network Investimenti SpA Product distribution Ordinary shares of €1 each 49.75% Italy
CyrteFund | CV Investment fund Partnership share 13.04% Netherlands
CyrteFund 11 BV Investment fund Ordinary shares of €1 each 16.00% Netherlands
Cyrte Fund 111 CV Investment fund Partnership share 17.91% Netherlands
RBSG Collective Investments Limited Investment Ordinary sharesof £1 each 49.99% Great Britain
RBSLife Investments Limited Insurance Ordinary sharesof £1 each 49.99% Great Britain

All investmentsin principal associates are unlisted and are held by subsidiaries.
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In June 2007, the Group sold its holdingsin The British Aviation Insurance Company Limited to Berkshire Hathaway for £15 million, resulting in aloss on disposal of £7
million.

Although the Group’s holding in the three Cyrte fundsis less than 20%, it has significant influence through ownership of the fund manager, Cyrte InvestmentsBV, a
subsidiary of which acts as general partner to the funds, and through membership of itsinvestment committee.

The Group’s Dutch subsidiary owns 30.1% of the shares, and depositary receipts for shares, in Van Lanschot NV, afinancial services company in the Netherlands. The Group
is not able to appoint management representation on the board of this company and istherefore unable to exert significant influence over its affairs. Accordingly, this
investment istreated as afinancial investment rather than as an associate.

(c) Additional information
Summarised aggregate financial information on the Group'sinterestsinits associatesis as follows:

2008 2007

£m £m

Share of revenues 460 385

Share of results before tax (54) 51

Share of assets 3,812 3,123
Share of liabilities (2,974) (2,324)

Share of net assets 838 799

The associates have no significant contingent liabilities to which the Group is exposed, nor has the Group any significant contingent liabilitiesin relation to itsinterest in them.
(d) Impair ment testing

RBSLife Investments Limited and RBSG Collective | nvestments Limited
The Group'sinvestmentsin RBS Life Investments Limited and RBSG Collective Investments Limited have been tested for impairment by comparing their carrying values
(which include goodwill which arose on their acquisition) with their recoverable amounts.

The recoverable amounts for both investments have been determined based on value in use calculations, using an appraisal value methodology. The appraisal value
comprises MCEV and avalue of future new business. Future new businessis valued using asimilar approach as used for the in-force business. The value of 2009 planned new
businessis based on planned volumes, planned margins for manufactured business and current margins for adopted business all approved by management. Thisvalueisthen
multiplied by an annuity in perpetuity factor to give the value of all years of future new business and then discounted from mid-2009 back to the valuation date. The annuity
factor allows for new business growth of 4.5% and arisk discount rate of 7.3%. Thisvalueis adjusted to allow for future expense over-runs and under-runs, based on the
projected expenses and sales volumes.

The recoverable amounts exceed the carrying values of both the investments.

Banca Network I nvestimenti SpA
The Group'sinvestment in Banca Network Investimenti SpA has been tested for impairment by comparing its carrying value (which includes goodwill which arose on its
acquisition) with its recoverable amount.

The recoverable amount has been determined based on a value in use calculation prepared by an external valuation expert. Value in use was calculated using a discounted
cash flow projection based on business plans and growth assumptions approved by management and discounted at an appropriate risk discount rate.

Key assumptions used for the calculation were:
— A cash flow project based on athree year plan period. Cash flows beyond that three year period have been extrapolated using a steady 2% growth rate; and
— Risk adjusted discount rate of 8.5% based on the weighted average cost of capital of similar Italian listed companies.

Asaresult of the testing an impairment of £12 million has been recognised.
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This note analyses our tangible fixed assets, which are primarily properties occupied by Group companies and computer equi pment.

Owner
Properties under occupied Motor Computer Other
construction properties vehicles equipment assets Total
£m £m £m £m £m £m
Cost or valuation
At 1 January 2007 65 499 13 702 359 1,638
Additions 27 9 3 92 96 227
Acquisitions of subsidiaries - 10 1 1 2 14
Disposals (16) (60) (4) 37 (14) (131)
Transfers (27) (14) - - - (41)
Transfers (6) 6 - - - -
Fair value gains (see note 29) - 23 - - - 23
Foreign exchange rate movements 2 26 1 14 19 62
Other movements - - - - 4 4
At 31 December 2007 45 499 14 772 466 1,796
Additions 22 7 1 97 89 216
Acquisitions of subsidiaries - 37 - 1 2 40
Disposals (15) (31) 3) (34) (24) (107)
Transfers to owner occupied property 4) 4 - - - -
Fair value losses (see below) - (49) - - - (49)
Foreign exchange rate movements 13 106 2 40 72 233
At 31 December 2008 61 573 14 876 605 2,129
Depreciation and impair ment
At 1 January 2007 - - (8) (499) (227) (734)
Chargefor the year - 1) 1) 97 (30) (129)
Disposals - - 2 32 8 42
Impairment losses charged to restructuring costs - 2 - - - 2
Foreign exchange rate movements - - - (14) (14) (28)
Other movements - - - - 3) 3
At 31 December 2007 - (€)] 7) (578) (266) (854)
Chargefor the year - ©) (%) (93) (35) (131)
Disposals - 1 1 33 14 49
Impairment | osses charged to restructuring costs - 2 - (8) (40) (50)
Foreign exchange rate movements - - - (29) (48) (77)
At 31 December 2008 - (5) (8) (675) (375) (1,063)
Carrying amount
At 31 December 2007 45 496 7 194 200 942
At 31 December 2008 61 568 6 201 230 1,066
Less: Amounts classified as held for sale:
Gross amount - - - (25) (130) (155)
Accumulated amortisation - - - 9 44 53
- - - (16) (86) (102)
61 568 6 185 144 964

Fair valuelosses of £37 million have been charged (2007: £23 million gains credited) to other comprehensive income (note 29), with the remainder being charged to the
income statement.
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Owner-occupied properties are stated at their revalued amounts, as assessed by qualified external valuers or by local qualified staff of the Group in overseas operations, all
with recent relevant experience. These values are assessed in accordance with the relevant parts of the current RICS Appraisal and Valuation Standards in the UK, and with
current local valuation practicesin other countries. This assessment, on the basis of Existing Use Value and in accordance with UK Practice Statement 1.3, is the estimated
amount for which a property should exchange on the date of valuation between awilling buyer and awilling seller in an arm’s-length transaction, after proper marketing
wherein the parties had acted knowledgeably, prudently and without compulsion, assuming that the buyer is granted vacant possession of all parts of the property required by
the business and disregarding potential alternative uses. The valuation assessment adopts market-based evidence and isin line with guidance from the International Valuation
Standards Committee and the requirements of IAS 16, Property, Plant and Equipment, for all but specialised-use properties which are valued on a depreciated replacement
cost (DRC) basis as permitted by paragraph 33 of IAS 16.

If owner-occupied properties were stated on a historical cost basis, the carrying amount would be £414 million (2007: £301 million).

The Group has no material finance leases for property and equipment.

16 — Investment property

This note gives details of the properties we hold for long-termrental yields or capital appreciation.

Freehold Leasehold Total
£m £m £m
Carrying value
At 1 January 2007 11,996 3,127 15,123
Additions 1,769 109 1,878
Capitalised expenditure on existing properties 138 11 149
Acquisitions of subsidiaries 4 - 4
Disposals of subsidiaries 3 - (©)]
Fair value losses (660) 97) (757)
Disposals (861) (432) (1,293)
Transfers from property and equipment 10 31 41
Foreign exchange rate movements 210 39 249
At 31 December 2007 12,603 2,788 15,391
Additions 1,744 2 1,746
Capitalised expenditure on existing properties 92 8 100
Acquisitions of subsidiaries 81 - 81
Fair value losses (2,441) (696) (3,137)
Disposals (852) (297) (1,149)
Transfers ¥ 2 -
Foreign exchange rate movements 1,276 118 1,394
At 31 December 2008 12,501 1,925 14,426

Investment properties are stated at their market values as assessed by qualified external valuersor by local qualified staff of the Group in overseas operations, all with recent
relevant experience. Values are cal culated using a discounted cash flow approach and are based on current rental income plus anticipated uplifts at the next rent review,
assuming no future growth in rental income. This uplift and the discount rate are derived from rates implied by recent market transactions on similar properties. Further details
of thefair value methodology are given in note 19(b).

Thefair value of investment properties |eased to third parties under operating leases at 31 December 2008 was £13,764 million (2007: £14,616 million). Future contractual
aggregate minimum lease rental s receivabl e under the non-cancellable portion of these leases are given in note 46 (b)(i).
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17 — Loans
This note analyses the loans our Group companies have made, the majority of which are mortgage loans.

(a) Carrying amounts
The carrying amounts of loans at 31 December 2008 and 2007 were as follows:

2008 2007
At fair value Atfair value
through through
profit or loss At profit or loss At
other than amortised other than amortised
trading cost Total trading cost Total
£m £m £m £m £m £m
Policy loans 265 1,861 2,126 215 1,316 1,531
Loansto banks - 6,415 6,415 - 7,576 7,576
Securitised mortgage loans
(see note 18)
UK 1,861 - 1,86 1,777 - 1,777
Netherlands 4,936 2,262 7,198 3,699 1,911 5,610
6,797 2,262 9,059 5,476 1,911 7,387
Non-securitised mortgage loans 14,406 7,266 21,672 12,849 4,747 17,596
L oans and advances to bank customers - 1,886 1,886 - 1,307 1,307
Loansto brokers and other intermediaries - 98 98 - 80 80
Other loans - 981 981 - 716 716
Total 21,468 20,769 42,237 18,540 17,653 36,193

Loansto banksinclude cash collateral received under stock lending arrangements (see note 19(d)). The obligation to repay this collateral isincluded in payables and other
financia liabilities (note 43).

Of the above loans, £30,673 million (2007: £25,666 million) is expected to be recovered more than one year after the statement of financial position date.
Loansat fair value

Fair values have been calculated by discounting the future cash flows using appropriate current interest rates for each portfolio of mortgages. Further details of the fair value
methodology are given in note 19(b).

The changein fair value of these loans during the year, attributable to achange in credit risk, was aloss of £644 million (2007: £210 million). The cumulative change
attributable to changesin credit risk to 31 December 2008 was aloss of £854 million (2007: £210 million).

Loans at amortised cost

Thefair value of theseloans at 31 December 2008 was £20,218 million (2007: £17,588 million).

F-72




Notesto the consolidated financial statements continued
17 — Loans continued

(b) Analysisof loanscarried at amortised cost

2008 2007

Amortised Carrying Amortised Carrying

Cost Impair ment Value Cost Impairment Value

£m £m £m £m £m £m

Policy loans 1,861 - 1,861 1,316 - 1,316
Loansto banks 6,415 - 6,415 7,576 - 7,576
Securitised mortgage loans 2,263 1) 2,262 1911 - 1911
Non-securitised mortgage loans 7,328 (62) 7,266 4,753 (6) 4747
Loans and advances to bank customers 98 - 6,415 1,346 (39) 1,307
Loansto brokers and other intermediaries 1,936 (50) 1,886 80 - 80
Other loans 990 (9) 981 725 9) 716
Total 20,891 (122) 20,769 17,707 (54) 17,653

The movements in the impairment provisions on these loans for the years ended 31 December 2008 and 2007 were as follows:

2008 2007

£m £m
At 1 January (54) (47)
Increase during the year (58) (15
Write back following sale or reimbursement - 3
Write back following recovery in value 8 6
Other movements 3 -
Foreign exchange movements (21) 1)
At 31 December (122) (54)
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(c) Collateral

The Group holds collateral in respect of loanswhere it is considered appropriate, in order to reduce the risk of non-recovery. This collateral generally takesthe form of liens or
charges over properties and, in the case of policy loans, the underlying policy, for the majority of the loan balances above. In the event of a default, the Group is ableto sell or
repledge the collateral .

The amount of collateral received with respect to loans which the Group is permitted to sell or repledge in the absence of default was £3,880 million (2007: £6,282 million).
Thiscollateral must bein areadily realisable form such as listed securities and is held in segregated accounts. Transfer of title always occurs for the collateral received,
although no market risk or benefit istaken. No collateral was actually sold or repledged in the absence of default during the year (2007: £nil).

18 — Securitised mortgages and related assets

The Group has loans receivable, secured by mortgages, which have then been securitised through non-recourse borrowings, in our UK Life and Dutch businesses. This note
gives details of the relevant transactions.

(a) Description of arrangements

(i) United Kingdom

In along-term business subsidiary (NUER), the beneficial interest in certain portfolios of lifetime mortgages has been transferred to five special purpose securitisation
companies (“the ERF companies’), in return for initial consideration and, at later dates, deferred consideration. The deferred consideration represents receipts accrued within
the ERF companies after meeting all their obligations to the noteholders, |oan providers and other third partiesin the priority of payments. The purchases of the mortgages
were funded by theissue of fixed and floating rate notes by the ERF companies.

All the sharesin the ERF companies are held by independent companies, whose shares are held on trust. Although NUER does not own, directly or indirectly, any of the share
capital of the ERF companies or their parent companies, it retains control of theresidual or ownership risksrelated to them, and they have therefore been treated as
subsidiariesin the consolidated financial statements. NUER has no right to repurchase the benefit of any of the securitised mortgage |oans, other than in certain circumstances
where NUER isin breach of warranty or loans are substituted in order to effect afurther advance.

NUER has purchased subordinated notes and granted subordinated oans to some of the ERF companies. These have been eliminated on consolidation through offset against
the borrowings of the ERF companies in the consolidated statement of financial position.

(i) Netherlands and Belgium

In three subsidiaries, Delta Lloyd Levensverzekering NV (DLL), Amstelhuys NV (AMS), and Delta Lloyd Bank (Belgium) NV/SA (DLB), the principal benefits of certain
portfolios of mortgage |oans have been transferred to a number of special purpose securitisation companies, which were funded primarily through the issue of fixed and
floating rate notes.

All the shares in the securitisation companies are held by independent trustee companies. Although DLL, AMS and DLB do not own, directly or indirectly, any of the share
capital of the securitisation companies or their parent companies, they retain the majority of the residual or ownership risks and rewards related to the assets of the
securitisation companies, and these compani es have therefore been treated as subsidiaries in the consolidated financial statements. DLL, AMS and DLB have no right, nor any
obligation, to repurchase the benefit of any of the securitised mortgage loans before the optional call date, other than in certain circumstances where they arein breach of
warranty.

Delta Lloyd companies have purchased notes in the securitisation companies, which have been eliminated on consolidation through offset against the borrowings of the
securitisation companies in the consolidated statement of financial position.

(iii) General

In all of the above transactions, the Company and its subsidiaries are not obliged to support any losses that may be suffered by the noteholders and do not intend to provide
such support. Additionally, the notes were issued on the basis that noteholders are only entitled to obtain payment, of both principle and interest, to the extent that the
available resources of the respective special purpose securitisation companies, including funds due from customers in respect of the securitised loans, are sufficient and that
noteholders have no recourse whatsoever to other companiesin the Aviva Group.
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(b) Carrying values
Thefollowing table summarises the securitisation arrangements:
Securitised Securitised Securitised Securitised
assets borrowings assets borrowings
2008 2008 2007 2007
£m £m £m £m
UK
Securitised mortgage loans
— At fair value (note 17) 1,861 (1,614) 1,777 (1,691)
Other securitisation assets/(liabilities) 78 (325) 23 (109)
1,939 (1,939) 1,800 (1,800)
Netherlands
Securitised mortgage loans
— At fair value (note 17) 4,936 (4,820) 3,699 (3,706)
— At amortised cost (note 17) 2,262 (2,353) 1911 (2,283)
7,198 (7,173) 5,610 (5,989)
Other securitisation assets/(liabilities) - (25) 379 -
7,198 (7,198) 5,989 (5,989)
Loan notes held by third parties are as follows:
UK Netherlands UK Netherlands
2008 2008 2007 2007
£m £m £m £m
Total loan notesissued, as above 1,614 7,173 1,691 5,989
Less: Loan notes held by Group companies (24) (978) (17) (369)
L oan notes held by third parties (note 42(c)) 1,590 6,195 1,674 5,620
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This note analyses our financial investments by type and shows their cost and fair value. These will change from one period to the next as a result of new business written,
claims paid and market movements.

(a) Carrying amount
Financial investments comprise:

2008
At fair valuethrough
profit or loss
Other than Available
Trading trading for sale Total
£m £m £m £m
Fixed maturity securities
Debt securities
UK government - 18,854 - 18,854
UK local authorities - 17 - 17
Non-UK government 9 40,029 756 40,794
Public utilities - 4,308 1,226 5,534
Other corporate 16 57,939 13,319 71,274
Convertibles and bonds with warrants attached - 855 - 855
Other 31 6,556 5,049 11,636
56 128,558 20,350 148,964
Certificates of deposit - 1,301 10 1,311
Redeemable preference shares - 349 110 459
56 130,208 20,470 150,734
Equity securities
Ordinary shares
Public utilities - 3,933 1 3,934
Banks, trusts and insurance companies - 5,525 2,332 7,857
Industrial miscellaneous and all other 9 28,182 2,989 31,180
9 37,640 5,322 42,971
Non-redeemable preference shares - 345 95 440
9 37,985 5,417 43,411
Other investments
Unit trusts and other investment vehicles - 28,850 139 28,989
Derivative financial instruments (note 51d) 2,910 - - 2,910
Deposits with credit institutions 115 831 - 946
Minority holdingsin property management undertakings - 969 - 969
Other investments — long-term - 2,686 4 2,690
Other investments — short-term - 3 4 7
3,025 33,339 147 36,511
Total financial investments 3,090 201,532 26,034 230,656
Less assets classified asheld for sale
Fixed maturity securities - (336) - (336)
Equity securities — (60) — (60)
- (396) - (396)
3,090 201,136 26,034 230,260

Of the abovetotal, £176,752 million (2007: £154,732 million) is expected to be recovered more than one year after the statement of financial position date.

Other debt securities primarily include residential and commercial mortgage backed securities as well as other structured credit securities, further details of which can be found
in Item 4, “Information on the company — Investments”.
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2007
At fair value through
profit or loss
Other than Available
Trading trading for sale Total
£m £m £m £m
Fixed maturity securities
Debt securities
UK government - 18,767 - 18,767
UK local authorities - 81 - 81
Non-UK government 35 28,278 936 29,249
Public utilities - 3,922 1,003 4,925
Other corporate 52 47,506 11,437 58,995
Convertibles and bonds with warrants attached - 856 - 856
Other 92 4,417 839 5,348
179 103, 827 14,215 118,221
Certificates of deposit - 3,341 26 3,367
Redeemable preference shares - 3 - 3
179 107,171 14,241 121,591
Equity securities
Ordinary shares
Public utilities - 6,165 - 6,165
Banks, trusts and insurance companies - 10,195 66 10,261
Industrial miscellaneous and all other 46 38,672 3,712 42,430
46 55,032 3,778 58,856
Non-redeemable preference shares - 209 - 209
46 55,241 3,778 59,065
Other investments
Unit trusts and other investment vehicles 4 31,221 181 31,406
Derivative financial instruments (note 51d) 1,609 - - 1,609
Deposits with credit institutions 114 733 - 847
Minority holdingsin property management undertakings - 977 - 977
Other long-term investments - 1,640 17 1,657
Other short-term investments - 4 - 4
1,727 34,575 198 36,500
Total financial investments 1,952 196,987 18,217 217,156
Less assets classified as held for sale
Fixed maturity securities - (80) - (80)
Equity securities — (236) — (236)
- (316) - (316)
1,952 196,671 18,217 216,840
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(b) Fair value methodology
(i) For investments carried at fair value, we have categorised the measurement basisinto a“fair value hierarchy” asfollows:

Quoted market pricesin active markets— (“Level 1")

Inputsto Level 1 fair values are quoted prices (unadjusted) in active markets for identical assets. An active market is one in which transactions for the asset occur with
sufficient frequency and volume to provide pricing information on an ongoing basis. Examples are listed equitiesin active markets, listed debt securitiesin active markets and
quoted unit trustsin active markets.

Internal modelswith significant observable market parameters— (“ Level 2")
Inputsto Level 2 fair values are inputs other than quoted pricesincluded within Level 1 that are observable for the asset, either directly or indirectly. If the asset hasa
specified (contractual) term, aLevel 2 input must be observable for substantially the full term of the asset. Level 2 inputsinclude the following:

—  Quoted pricesfor similar (i.e. not identical) assets in active markets;

— Quoted pricesfor identical or similar assets in markets that are not active, the prices are not current, or price quotations vary substantially either over time or among market
makers, or in which littleinformation is released publicly;

— Inputs other than quoted prices that are observable for the asset (for example, interest rates and yield curves observable at commonly quoted intervals, volatilities,
prepayment spreads, |oss severities, credit risks, and default rates);

— Inputsthat are derived principally from, or corroborated by, observable market data by correlation or other means (market-corroborated inputs).

Examples of these are securities measured using discounted cash flow models based on market observable swap yields, investment property measured using market
observableinformation, and listed debt or equity securitiesin amarket that isinactive.

Internal models with significant unobservable market parameters — (“ Level 3")

Inputsto Level 3fair values are unobservable inputs for the asset. Unobservable inputs may have been used to measure fair value to the extent that observable inputs are not
available, thereby allowing for situationsin which thereislittle, if any, market activity for the asset at the measurement date (or market information for the inputsto any
valuation models). As such, unobservable inputs reflect the assumptions the business unit considers that market participants would use in pricing the asset. Examples are
certain private equity investments and private placements.

The majority of the Group’sinvestments are valued based on quoted market information or observable market data. A small percentage (1%) of total assetsrecorded at fair
value, are based on estimates and recorded as Level 3 investments. Where estimates are used, these are based on a combination of independent third-party evidence and
internally developed models, calibrated to market observable data where possible. Whilst such valuations are sensitive to estimates, it is believed that changing one or more of
the assumptions to reasonably possible alternative assumptions would not change the fair value significantly.
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(ii) An analysis of investments according to fair value hierarchy is given below :

2008

Less:
. . Assets of Statement
Fair valuehierarchy operations of financial
Sub-total classified asheld position
Level 1 Level 2 Level 3 fair value Amortised cost for sale Total
£m £m £m £m £m £m £m
Investment property - 14,426 - 14,426 - - 14,426
Loans - 21,468 - 21,468 20,769 - 42,237
Fixed maturity securities 108,087 40,797 1,850 150,734 - (336) 150,398
Equity securities 36,607 5,873 931 43,411 - (60) 43,351

Other investments

(including derivatives) 24,655 11,792 64 36,511 — — 36,511
Total 169,349 94,356 2,845 266,550 20,769 (396) 286,923
2007

Less:

; . Assets of
Fair value hierarchy operations Statement of
Sub-total Amortised  classifiedasheld  financial position
Level 1 Level 2 Level 3 fair vaue cost for sale Tota
£m £m £m £m £m £m £m
Investment property - 15,391 - 15,391 - - 15,391
Loans - 18,540 - 18,540 17,653 - 36,193
Fixed maturity securities 101,621 18,710 1,260 121,591 - (80) 121,511
Equity securities 54,124 4,309 632 59,065 - (236) 58,829

Other investments

(including derivatives) 27,286 8,895 319 36,500 - - 36,500
Total 183,031 65,845 2,211 251,087 17,653 (316) 268,424

(iii) The tables below show movementsin the assets measured at fair value based on valuation techniques for which any significant input is not based on observable market
data (Level 3 only). Total funds are then further analysed between policyholder funds, participating funds and shareholder funds.

Total
£m

Total funds
Balance at 1 January 2008

Total net gains or losses recognised in theincome statement
Purchases, issues, disposals and settlements (net)

Net transfers out of Level 3

Foreign exchange rate movements

2,211
(97)
270
(209)
672

Balance at 31 December 2008

2,847
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Total
£m
Policyholder funds
Balance at 1 January 2008 28
Total gains or losses recognised in the income statement -
Purchases, issues, disposals and settlements (net) 13
Transfersinto/(out of) Level 3 8)
Foreign exchange rate movements 6
Balance at 31 December 2008 39
Total
£m
Participating funds
Balance at 1 January 2008 1,498
Total gains or losses recognised in the income statement (18)
Purchases, issues, disposals and settlements (net) 166
Transfersinto/(out of) Level 3 (858)
Foreign exchange rate movements 240
Balance at 31 December 2008 1,028
Total
£m
Shareholder funds
Balance at 1 January 2008 685
Total gains or losses recognised in the income statement (79)
Purchases, issues, disposals and settlements (net) 91
Transfersinto/(out of) Level 3 657
Foreign exchange rate movements 426
Balance at 31 December 2008 1,780
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(c) Cost, unrealised gains and losses, impairments and fair value

Thefollowing isasummary of the cost/amortised cost, gross unrealised gains and losses and fair value of financial investmentsincluded in the consolidated statement of

financial position:

2008
Cost/
amortised Unrealised Unrealised Impairment Fair
cost gains losses losses value
£m £m £m £m £m
Fixed maturity securities 156,240 7,634 (12,857) (283) 150,734
Equity securities 54,518 2,685 (12,636) (1,156) 43,411
Other investments
Unit trusts and specialised investment vehicles 28,700 1,994 (1,704) (1) 28,989
Derivative financial instruments 1,792 1,761 (643) - 2,910
Deposits with credit institutions 946 - - - 946
Minority holdingsin property management
undertakings 758 279 (56) (12) 969
Other long-term investments 2,883 209 (402) - 2,690
Other short-term investments 8 - (1) - 7
245,845 14,562 (28,299) (1,452) 230,656
These are further analysed asfollows :
At fair value through profit or loss 216,551 13,658 (25,396) (191) 204,622
Availablefor sale 29,294 904 (2,903) (1,261) 26,034
245,845 14,562 (28,299) (1,452) 230,656
2007
Cost /
amortised Unrealised Impairment
cost  Unrealised gains losses losses Fair vaue
£m £m £m £m £m
Fixed maturity securities 122,172 1,970 (2,542) 9 121,591
Equity securities 50,635 9,052 (367) (255) 59,065
Other investments
Unit trusts and specialised investment vehicles 28,684 3,106 (382) %) 31,406
Derivative financia instruments - 1,609 - - 1,609
Deposits with credit institutions 847 - - - 847
Minority holdingsin property management
undertakings 977 - - - 977
Other long-term investments 1,465 249 (57) - 1,657
Other short-term investments 4 - - - 4
204,784 15,986 (3,348) (266) 217,156
These are further analysed asfollows :
At fair value through profit or loss 187,179 14,720 (2,929 (31) 198,939
Availablefor sale 17,605 1,266 (419) (235) 18,217
204,784 15,986 (3,348) (266) 217,156

All unrealised gains and losses and impairments on financial investments classified as fair value through profit or loss have been recognised in the income statement.
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19 — Financial investments continued

Unrealised gains and losses on financial investments classified as at fair value through profit or loss recognised in the income statement in the year were anet |oss of £25,105
million (2007: net loss of £6,179 million; 2006: net loss of £790 million). Of this, as disclosed in Note 4 — Details of income, £108 million net gain (2007: net gain of £65 million;
2006: net gain of £208 million) related to financial investments designated as trading and £25,213 million net loss (2007: net loss of £6,244 million; 2006: net loss of £998 million)

related to investments designated as other than trading.

The movement in the unrealised gain / loss position reported in the statement of financial position during the year, shown in the table above, includes foreign exchange
movements on the transl ation of unrealised gains/ losses on financial investments held by foreign subsidiaries, which are recognised in other comprehensive income, as well
astransfers due to the realisation of gains/ losses on disposal and the recognition of impairment losses.

Total impairments of financial investments recognised in the income statement in the year, disclosed in Note 5 — Details of expenses, were £973 million (2007: £49 million; 2006:
net recovery of £1 million). This comprised impairments of financial investments classified as available-for-sale of £830 million (2007: £46 million; 2006: net recovery of £1

million) disclosed in the table below, and impairments of financial investments classified asfair value through profit or loss of £143 million (2007: £3 million; 2006: £nil).

(d) Impairment of financial investments

The movementsin impairment provisions on available-for-sale financial investments for the years ended 31 December 2008 and 2007 were as follows:

Fixed maturity Equity Other

Securities Securities Investments Total

£m £m £m £m
At 1 January 2007 1) (235) - (236)
Increase for the year charged to the income statement (6) (40) - (46)
Write back following sale or reimbursement - 62 - 62
Write back following recovery in value - - - -
Foreign exchange rate movement (1) (14) - (15)
At 31 December 2007 8) (227) - (235)
Increase for the year charged to the income statement (169) (661) - (830)
Write back following sale or reimbursement - - - -
Write back following recovery in value - - - -
Other movements (11) 9) - (20)
Foreign exchange rate movement (37) (139 — (176)
At 31 December 2008 (225) (1,036) — (1,261)
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19 — Financial investments continued
(e) Financial investment arrangements

(i) Stock lending arrangements

The Group has entered into stock lending arrangementsin the UK and overseas during the year in accordance with established market conventions. The mgjority of the
Group's stock lending transactions occursin the UK, where investments are lent to EEA-regulated, locally-domiciled counterparties and governed by agreements written
under English law.

The Group receives collateral in order to reduce the credit risk of these arrangements. Collateral must bein areadily realisable form, such aslisted securities, and isheld in
segregated accounts. Transfer of title always occurs for collateral received, although no market risk or economic benefit istaken. Thelevel of collateral held is monitored
regularly, with further collateral obtained where thisis considered necessary to manage the Group's risk exposure.

In September 2008, a counterparty default led to the sale of the collateral held and the purchase of securities lent to that counterparty. This process was completed without any
loss to the Group.

In certain markets, the Group or the Group’s appointed stock lending managers obtain legal ownership of the collateral received and can re-pledgeit as collateral elsewhere or
sell outright in the absence of default. The carrying amounts of financial assets received and pledged in this manner at 31 December 2008 were £18,486 million and £322 million
respectively (2007: £23,779 million and £4 million respectively). The value of collateral that was actually sold or re-pledged in the absence of default was £nil (2007: £nil).

In addition to the above, the Group has received and pledged cash collateral under stock lending arrangement that has been recognised in the statement of financial position
with a corresponding obligation or receivable for itsreturn. These latter balances are shown separately in notes 43 and 20 respectively.

(ii) Stock repurchase arrangements
Included within financial investments are £383 million (2007: £358 million) of debt securities and other fixed income securities which have been sold under stock repurchase
arrangements. The obligations arising under these arrangements are shown in note 43.

(iii) Other arrangements

In carrying on its bulk purchase annuity business, the Group’s UK Life operation is required to place certain investmentsin trust on behalf of the policyholders. Amounts
become payable from the trust funds to the trustees if the Group were to be in breach of its payment obligationsin respect of policyholder benefits. At 31 December 2008, £474
million (2007: £nil) of financial investments were restricted in thisway.

Certain financial investments are also required to be deposited under local laws in various overseas countries as security for the holders of policiesissued in those countries.
Other investments are pledged as security collateral for bank letters of credit.
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20 — Recelvables and other financial assets

This note analyses our total receivables.

2008 2007

£m £m

Amounts owed by contract holders 2,303 2,554
Amounts owed by intermediaries 1,649 1,417
Deposits with ceding undertakings 1,747 1,163
Amounts due from reinsurers 802 701
Amounts due from brokers for investment sales 120 326
Amounts receivable for collateral pledged (notes 19d and 51€) 1 21
Reimbursements due from government health insurance 147 402
Corporate owned lifeinsurance 162 112
Dividends receivable 183 152
Finance |ease receivables 121 111
Other banking assets 237 50
Other financial assets 2,730 2,164
Total 10,202 9,173
Less: Amounts classified as held for sale (386) (554)
9,816 8,619

Expected to be recovered in less than one year 9,116 8,261
Expected to be recovered in more than one year 700 358
9,816 8,619

Concentrations of credit risk with respect to receivables are limited due to the size and spread of the Group's trading base. No further credit risk provision istherefore required
in excess of the normal provision for doubtful receivables.

21 — Deferred acquisition costs and other assets
This note shows the products on which we are deferring some of our acquisition costs and details the movementsin the balance during the year.

(a) Carrying amount
The carrying amount comprises:

2008 2007
£m £m

Deferred acquisition costsin respect of:
Insurance contracts — Long-term business 3,306 1,473
Insurance contracts — General insurance and health business 1,489 1,583
Participating investment contracts — L ong-term business 87 112
Non-participating investment contracts — Long-term business 1,062 1,126
Retail fund management business 22 27
Total deferred acquisition costs 5,966 4,321
Surplusesin the staff pension schemes (note 41e(vii)) - 27
Other assets 182 139
Total 6,148 4,487
Less: Amounts classified as held for sale (1) -
Total 6,147 4,487

Deferred acquisition costs on long-term business are generally recoverable in more than one year whereas such costs on general insurance and health business are generally
recoverable within one year after the statement of financial position date.
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21 - Deferred acquisition costs and other assets continued

(b) Movementsin the year
The movementsin deferred acquisition costs during the year were:

2008
General
insurance Retail fund
Long-term and health management
business business business Total
£m £m £m £m
Carrying amount at 1 January 2,711 1,583 27 4,321
Acquisition costs deferred during the year 1,513 2,660 4 4,177
Amortisation (682) (2,828) 9) (3,519)
Impairment losses (100) - - (100)
Impact of assumption changes (281) (4) - (285)
Effect of portfolio transfers, acquisitions and disposals 3 Q) - 2
Foreign exchange rate movements 808 79 - 887
Shadow adjustment 483 — - 483
Carrying amount at 31 December 4,455 1,489 22 5,966
2007
Genera
insurance Retail fund
Long-term and health management
business business business Total
£m £m £m £m
Carrying amount at 1 January 1,778 1,422 22 3,222
Acquisition costs deferred during the year 1,018 2,778 10 3,806
Amortisation (196) (2,693) (5) (2,894)
Impact of assumption changes 32 - - 32
Effect of portfolio transfers, acquisitions and disposals 2 34 - 36
Foreign exchange rate movements 55 42 - 97
Shadow adjustment 22 - - 22
Carrying amount at 31 December 2,711 1,583 27 4,321

The level of capitalised acquisition costs for new long-term business increased by £495 million in 2008, driven by strong growth in new businessin the US, partly offset by a
reduction in the UK due to changesin new business mix and reduced commission rates. The amortisation increased by £486 millionin 2008, mainly inthe UK and US. Inthe
UK thefall in asset values impacted on projected profits, particularly management charges on unit-linked funds, |eading to accelerated amortisation. Inthe US, theincreasein
amortisation was from alow base, as DAC was written off for the purchased AmerUs businessin November 2006 and the DA C balance only relates to new business written
since the acquisition date.

Where amortisation of the DAC balance depends on projected profits, changes to economic conditions may lead to amovement in the DA C balance and a corresponding
impact on profit. It isestimated that the movement in DA C balance would reduce profit by £30 million if market yields on fixed income investments were to reduce by 1% and
reduce profit by £20 million if equity and property market values wereto fall by 10% from year end 2008 levels.

The shadow adjustments relate to deferred acquisition costs on business in the United States backed by investments classified as available for sale. Asexplained in
accounting policy J, unrealised gains and losses on the AFS investments and the shadow adjustments above are both recognised directly in other comprehensive income.

(c) Other assets
Other assetsinclude £1 million (2007: £66 million) that is expected to be recovered more than one year after the statement of financial position date.

(d) Prepayments and accrued income
Prepayments and accrued income of £3,762 million (2007:£2,986 million), include £259 million (2007: £111 million) that is expected to be recovered more than one year after
the statement of financial position date.
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22 — Assetsheld to cover linked liabilities

Certain unit-linked products have been classified asinvestment contracts, while some are included within the definition of an insurance contract. The assets backing these
unit-linked liabilities are included within the relevant balancesin the consolidated statement of financial position, while the liabilities are included within insurance and
investment contract provisions. This note analyses the carrying values of assets backing these liabilities.

The carrying values of assets backing unit-linked liabilities are as follows:

2008 2007
£m £m
Loans 1,799 347
Debt securities 19,588 15,065
Equity securities 23,840 27,743
Other investments 28,799 33,171
Reinsurance assets 1,704 1,905
Cash and cash equivalents 4,125 3,939
79,855 82,170
23 —Ordinary share capital
This note gives details of Aviva plc's ordinary share capital and shows the movements during the year.
(a) Details of the Company’s ordinary share capital are asfollows:
2008 2007
£m £m
The authorised share capital of the Company at 31 December 2008 was:
3,000,000,000 (2007: 3,000,000,000) ordinary shares of 25 pence each 750 750
The alotted, called up and fully paid share capital of the Company at
31 December 2008 was:
2,657,701,624 (2007: 2,621,792,828) ordinary shares of 25 pence each 664 655
(b) During 2008, atotal of 35,908,796 ordinary shares of 25 pence each were allotted and issued by the Company as follows:
Share Share
Number of capital premium
shares £m £m
At 1 January 2006 2,395,693,688 599 1,167
Sharesissued under the Group’s Employee and Executive Share Option Schemes 14,204,808 3 40
Sharesissued in connection with acquisitions, net of issue expenses 129,000,000 32 (11)
Sharesissued in lieu of dividends 26,854,935 7 (7)
At 31 December 2006 2,565,753,431 641 1,189
Shares issued under the Group’s Employee and Executive Share Option Schemes 14,871,901 4 44
Sharesissued in lieu of dividends 41,167,496 10 (10)
At 31 December 2007 2,621,792,828 655 1,223
Sharesissued under the Group’s Employee and Executive Share Option Schemes 8,429,587 2 18
Sharesissued in lieu of dividends 27,479,209 7 (7)
At 31 December 2008 2,657,701,624 664 1,234

Ordinary sharesinissue in the Company rank pari passu. All the ordinary sharesin issue carry the sameright to receive all dividends and other distributions declared, made or
paid by the Company.

Sharesin lieu of the 2007 final dividend were issued on 16 May 2008. The issue of sharesin lieu of cash dividendsis considered a bonus issue under the terms of the
Companies Act 1985 and the nominal value of the sharesis charged to the share premium account.

In 2006 shares were issued in connection with the acquisition of AmerUs (see note 28).
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24 — Equity compensation plans
This note describes the various equity compensation plans we use, and shows how we val ue the options and awards of shares in the Company.

(a) Description of the plans
The Group maintains a number of active stock option and award schemes. These are as follows:

(i) Savings-related options
These are options granted under the Inland Revenue-approved Save As Y ou Earn (SAY E) share option schemesin the UK and in Ireland. Options are normally exercisable
during the six month period following either the third, fifth or seventh anniversary of the start of the relevant savings contract.

(ii) Executive share options

These are options granted on various dates from 1998 to 2004, under the Aviva Executive Share Option Scheme or predecessor schemes. Options granted between 1998 and
2000 were subject to the satisfaction of conditions relating to either the Company’s return on equity shareholders’ funds (ROE) or itsrelative total shareholder return (TSR)
against achosen comparator group. In respect of options granted from 2000 the performance condition has been a mixture of both ROE and TSR measures. In all cases,
performance is measured over athree-year performance period and the options are normally exercisable between the third and tenth anniversary of their grant.

(iii) Deferred bonus plan options

These are options granted in 1999 and 2000 under the CGU Deferred Bonus Plan. Participants who deferred their annual cash bonus in exchange for an award of shares of
equal value also received a matching award over an equal number of share options. The exercise of these optionsis not subject to the attainment of performance conditions.
These options are exercisable up to the tenth anniversary of their grant.

(iv) Long-term incentive plan awards
These awards have been made under the Aviva Long-Term Incentive Plan 2005 and are described in Section (b) below.

(v) Annual bonus plan awards
These awards have been made under the Aviva Annual Bonus Plan 2005, and are described in Section (b) below.

(vi) “One Aviva, twice the value” bonus plan awards
These are conditional awardsfirst granted under the Aviva Annual Bonus Plan 2005 in 2008, and are described in section (b) below.

(b) Outstanding options and awar ds

(i) Shareoptions
At 31 December 2008, optionsto subscribe for ordinary shares of 25 pence each in the Company were outstanding as follows:

Aviva Savings Related Option price Number Normally, Option price Number Normally

Share Option Scheme p of shares exercisabl p of shares exercisable
664 67,015 2008 491 3,155,679 2008, 2010 or 2012
401 788,469 2009 593 1,648,754 2009, 2011 or 2013
406 1,102,589 2008 or 2010 563 2,648,189 2010, 2012 or 2014
428 629,626 2009 or 2011 410 10,902,889 2011, 2013 or 2015

Hibernian Savings Related

Share Option Scheme Option price Number Normally] Option price Number Normally

(in euros) c of shares exercisablg c of shares exercisable
586 125,712 2008 879 102,808 2009 or 2011
630 39,488 2009 830 137,393 2010 or 2012
719 116,860 2008 or 2010 509 1,175,307 2011 or 2013
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RAC Savings Related Option price Number Normally] Option price Number Normally
Share Option Scheme p of shares exercisablg p of shares exercisable
312.27 90,281 2009 354.94 184,220 2009
Aviva Executive Option price Number Normally] Option price Number Normally
Share Option Scheme p of shares exercisablg p of shares exercisable
965.00 7425 2002 to 2009 960.00 33,104 2003 to 2010
870.83 28,437 2002 to 2009 1,035.00 483,888 2004 to 2011
919.00 264,517 2002 to 2009 516.00 784,712 2005 to 2012
822.00 44,939 2003 to 2010 512.00 983,026 2006 to 2013
972.33 9,538 2003 to 2010 526.00 700,122 2007 to 2014
CGU plc Option price Number Normally
Deferred Bonus Plan p of shares exercisable
899.5 5,703 2002 to 2009
996.5 1,986 2002 to 2009
875.0 15,547 2003 to 2010

The following table summarises information about options outstanding at 31 December 2008:

Weighted
average Weighted
Outstanding remaining average
options contractual life exerciseprice
Range of exercise prices Number Years p
£3.00-£4.89 15,038,581 3 408.74
£4.90 - £8.04 10,344,558 2 535.04
£8.05—-£11.19 895,084 1 976.99
The comparative figures as at 31 December 2007 were:
Weighted

average Weighted
Outstanding remaining average
options contractual life exercise price
Range of exercise prices Number Years p
£3.00-£4.89 5,079,299 2 399.34
£4.90 - £8.04 16,664,953 5 543.36
£8.05—-£11.19 1,255,280 3 967.45
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(ii) Share awards

At 31 December 2008, awards issued under the Company’s executive incentive plans over ordinary shares of 25 pence each in the Company were outstanding as follows:

AvivalLong-Term Incentive Plan 2005 Number of shares Vesting period Number of shares Vesting period
2,496,916 2006 to 2008 4,357,937 2008 to 2010

2,739,856 2007 to 2009
“One Aviva, twice the value” Bonus Plan Number of shares Vesting period
1,126,190 2008 to 2010
AvivaAnnua Bonus Plan 2005 Number of shares Vesting date Number of shares Vesting date
1,928,919 2009 3,475,828 2011

2,743,250 2010

The vesting of awards under the Aviva Long-Term Incentive Plan 2005 is subject to the attainment of performance conditions as described in Item 6, “Directors,

Senior Management and Employees’. Shares which do not vest, lapse.

(iii) Sharesto satisfy awards and options

Prior to March 2003, it was the practice to satisfy awards and options granted under the executive incentive plans through shares purchased in the market and

held by employee share trusts which were established for the purpose of satisfying awards under the various executive incentive plans and funded by the

Company.

From March 2003 to July 2008, it was generally the Company’s practice to satisfy the awards granted after March 2003 by the issue of new shares at the time of

vesting.

However, since July 2008, it isthe Company’s practice to satisfy all awards and options using shares purchased in the market and held by employee trusts

except where local regulations make it necessary to issue new shares. Further details are given in note 25.

(c) Movementsin theyear

A summary of the status of the option plans as at 31 December 2008 and 2007, and changes during the years ended on those dates, is shown below.

2008 2007

Weighted Weighted

aver age exer cise average exercise

Number of price Number of price

options p options p

Outstanding at 1 January 22,999,532 534.70 27,536,619 514.54

Granted during the year 12,392,826 410.00 6,289,583 563.00

Exercised during the year (2,344,424) 420.90 (5,144,763) 437.82

Expired during the year (6,769,711) 561.62 (5,681,907) 594.60

Outstanding at 31 December 26,278,223 477.82 22,999,532 534.70

Exercisable at 31 December 6,709,247 550.41 5,637,127 580.27

(d) Expense charged to theincome statement

The total expense recognised for the year arising from equity compensation plans was as follows:

2008 2007 2006

£m £m £m

Equity-settled expense (note 7b) 39 50 48

Cash-settled expense - - -

39 50 48
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(e) Fair value of optionsand awar ds granted after 7 November 2002
The weighted average fair values of options and awards granted during the year, estimated by using the Black-Scholes option-pricing model, were £1.99 and £4.44 (2007:
£2.13 and £6.17) respectively.

(i) Shareoptions
Thefair value of the options was estimated on the date of grant, based on the following weighted average assumptions:

Weighted average assumption 2008 2007
Share price 518p 733.5p
Exercise price 410p 563p
Expected volatility 32.6% 24%
Expected life 5.00 years 4.07 years
Expected dividend yield 5.5% 3.83%
Risk-freeinterest rate 4.4% 5.09%

The expected volatility used was based on the historical volatility of the share price over a period equivalent to the expected life of the options prior to its date of grant.
Therisk-free interest rate was based on the yields available on UK government bonds as at the date of grant.

The bonds chosen were those with asimilar remaining term to the expected life of the options.

1,112,282 options granted after 7 November 2002 were exercised during the year (2007: 1,496,069).

(ii) Share awards
Thefair value of the awards was estimated on the date of grant, based on the following weighted average assumptions:

Weighted average assumption 2008 2007
Share price 608p 778.5p
Expected volatility* 25% 18.35%
Expected volatility of comparator companies’ share price* 26% 19%
Correlation between Avivaand competitors' share price* 65% 53%
Expected life 2.78years 2.20 years
Expected dividend yield 4.5% 3.83%
Risk-freeinterest rate* 3.9% 5.36%

*  For awards with market-based performance conditions.
The expected volatility used was based on the historical volatility of the share price over a period equivalent to the expected life of the options prior to its date of grant.
Therisk-freeinterest rate was based on the yields available on UK government bonds as at the date of grant.

The bonds chosen were those with asimilar remaining term to the expected life of the options.
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25 — Sharesheld by employeetrusts

We satisfy awards and options granted under the executive incentive plans primarily through shares purchased in the market and held by employees share trusts. This note
gives details of the shares held in these trusts.

Movementsin the carrying value of shares held by employee trusts comprise:

2008 2007 2006
Number £m Number £m Number £m

Cost debited to shareholders’ funds
At 1 January 1,521,064 10 682,202 - - -
Acquired in the year 8,500,000 29 1,556,583 10 - -
Distributed in the year (1,385,482) (6) (717,721) - - -
Balance at 31 December 8,635,582 33 1,521,064 10 — =

The shares are owned by an employee share trust with an undertaking to satisfy awards of sharesin the Company under the Group's equity compensation plans. Details of the
features of the plans can be found in Item 6, “ Directors, Senior Management and Employees’.

These shares were purchased in the market and are carried at cost |ess amounts charged to the income statement in prior years. At 31 December 2008, they had an aggregate
nominal value of £2,158,896 (2007: £380,266) and a market value of £33,678,770 (2007: £10,236,761). The trustees have waived their rights to dividends on the shares held
inthetrusts.

26 — Preference share capital

This note gives details of Aviva plc’s preference share capital.

The preference share capital of the Company at 31 December 2008 was:

2008 2007
£m £m
Authorised

200,000,000 cumul ative irredeemable preference shares of £1 each 200 200
1,000,000,000 Sterling preference shares of £1 each 1,000 1,000
1,200 1,200
2008 2007
€m €m
700,000,000 Euro preference shares of €1 each 700 700
2008 2007
£m £m

Issued and paid up
100,000,000 8 3/8% cumulative irredeemabl e preference shares of £1 each 100 100
100,000,000 8 3/4% cumulative irredeemabl e preference shares of £1 each 100 100
200 200

The Sterling preference shares, if issued and allotted, would rank, as to payment of a dividend and capital, ahead of the Company’s ordinary share capital but behind the
cumulative irredeemable preference shares currently in issue. Theissued preference shares are non-voting except where their dividends are in arrears, on awinding up or
where their rights are altered. On awinding up, they carry a preferential right of return of capital ahead of the ordinary shares. The Company does not have a contractual
obligation to deliver cash or other financial assets to the preference shareholders and therefore the directors may make dividend payments at their discretion.
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27 — Direct capital instrument

This note gives details of the direct capital instrument issued in November 2004.

2008 2007

Notional amount £m £m
5.9021% £500 million direct capital instrument 500 500
4.7291% €700 million direct capital instrument 490 490
990 990

The euro and sterling direct capital instruments (the DCls) were issued on 25 November 2004. They have no fixed redemption date but the Company may, at its sole option,
redeem all (but not part) of the euro and sterling DCls at their principal amounts on 28 November 2014 and 27 July 2020 respectively, at which dates the interest rates change
to variablerates, or on any respective coupon payment date thereafter.

In addition, under certain circumstances defined in the terms and conditions of the issue, the Company may at its sole option:
(i) substitute at any time not less than all of the DClsfor, or vary the terms of the DCIs so that they become, Qualifying Tier 1 Securities or Qualifying Upper Tier 2 Securities;

(ii) substitute not less than all of the DClIsfor fully paid non-cumulative preference shares in the Company. These preference shares could only be redeemed on 28 November
2014 in the case of the euro DCls and on 27 July 2020 in the case of the sterling DCIs, or in each case on any dividend payment date thereafter. The Company has the right to
choose whether or not to pay any dividend on the new shares, and any such dividend payment will be non-cumulative.

The Company has the option to defer coupon payments on the DCls on any relevant payment date. Deferred coupons shall be satisfied only in the following circumstances,
all of which occur at the sole option of the Company:

(i) Redemption; or
(ii) Substitution by, or variation so they become, alternative Qualifying Tier 1 Securities or Qualifying Upper Tier 2 Securities; or
(iii) Substitution by preference shares.

No interest will accrue on any deferred coupon. Deferred coupons will be satisfied by the issue and sale of ordinary sharesin the Company at their prevailing market value, to
asum as near as practicable to (and at least equal to) the relevant deferred coupons. In the event of any coupon deferral, the Company will not declare or pay any dividend
onitsordinary or preference share capital.
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28 —Merger reserve
This note analyses the movements in the merger reserve during the year.

Movementsin the year comprised:

2008 2007 2006

£m £m £m

Balanceat 1 January 3,271 3,271 3271
Merger relief on acquisition of AmerUs - - 871
Transfer to retained earnings on realisation (note 30) - - (871)
Balance at 31 December 3,271 3,271 3,271

Prior to 1 January 2004, certain significant business combinations were accounted for using the “ pooling of interests method” (or merger accounting), which treats the
merged groups as if they had been combined throughout the current and comparative accounting periods. Merger accounting principles for these combinations gaveriseto a
merger reserve in the consolidated statement of financial position, being the difference between the nominal value of new sharesissued by the Parent Company for the
acquisition of the shares of the subsidiary and the subsidiary’s own share capital and share premium account.

The merger reserveis also used where more than 90% of the sharesin a subsidiary are acquired and the consideration includes the issue of new shares by the Company,
thereby attracting merger relief under the Companies Act 1985.

The balance on the reserve has arisen through the mergers of Commercial Union, General Accident and Norwich Union companies, forming Aviva plcin 2000, together with
the acquisition of RAC plcin 2005.

In 2006, the issue of new shares to fund the acquisition of AmerUs was affected by a share placing. As part of the placing, the Company issued 129,000,000 ordinary shares
for consideration of £903 million through a special purpose entity. £32 million was taken to share capital (see note 23) and the balance of £871 million was taken to amerger
reserve, since the placing structure utilised attracted merger relief under s.131 of the Companies Act 1985. £871 million was then transferred to retained earnings following the
redemption of the sharesin the special purpose entity. Expenses of £11 million were charged to the share premium account.
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29 — Other reserves

This note gives details of the various reserves forming part of the Group’s consolidated equity, and shows the movements during the year.

Movementsin the year comprised:

Currency Owner occupied Hedging Equity
translation properties Investment instruments compensation
reserve (see reserve(see  valuation reserve reserve (see reserve (see
accounting accounting (see accounting accounting accounting
policy D) policy N) policy R) policy S) policy Z) Total
£m £m £m £m £m £m
Balance at 1 January 2006 55 179 844 19 43 1,140
Arising in the year:
Fair value gains - 26 347 - - 373
Fair value gains transferred to profit on
disposals - - (162) - - (162)
Fair value gains transferred to retained earnings
on disposals (note 30) - 9) - - - 9)
Impairment | osses on reval ued assets - 2 - - - 2
Reserves credit for equity compensation plans
(note 24d) - - _ _ 48 48
Sharesissued under equity compensation plans
(note 30) - - - - (18) (18)
Foreign exchange rate movements (386) - - 59 - (327)
Aggregate tax effect — shareholders’ tax - — (50) — - (50)
Balance at 31 December 2006 (331) 194 979 78 73 993
Arising in the year:
Fair value gains - 23 149 - - 172
Fair value gains transferred to profit on
disposals - - (391) - - (391)
Transfer to profit on disposal of subsidiary (note
2b) 3 - - - - 3
Fair value gains transferred to retained earnings
on disposals (note 30) - (25) - - - (25)
Share of fair value changesin joint ventures and
associates taken to other comprehensive
income (note 13a) - - 9 - - 9
Reserves credit for equity compensation plans
(note 24d) - - - - 50 50
Sharesissued under equity compensation plans
(note 30) - - - - (34) (34)
Foreign exchange rate movements 760 - - (141) - 619
Aggregate tax effect — shareholders’ tax - - 73 - - 73
Balance at 31 December 2007 432 192 819 (63) 89 1,469
Arising in the year:
Fair value losses - 37) (2,344) - - (2,381)
Fair value gains transferred to profit on
disposals - - (126) - - (126)
Fair value losses transferred to retained earnings
on disposal's (note 30) - 1 - - - 1
Share of fair value changesin joint ventures and
associates taken to other comprehensive
income (notes 13a & 14a) - - (93 - - (93)
Impairment losses on reval ued assets taken to
income statement - - 830 - - 830
Reserves credit for equity compensation plans
(note 24d) - - - - 39 39
Sharesissued under equity compensation plans
(note 30) - - - - (15) (15)
Foreign exchange rate movements 3,222 - - (1,040) - 2,182
Aggregate tax effect — shareholders' tax — 1 203 - - 204
Balance at 31 December 2008 3,654 157 (711) (1,103) 113 2,110

The above reserves are shown net of minority interests.
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This note analyses the movements in the consolidated retained earnings during the year.

2008 2007 2006
£m £m £m
Balanceat 1 January 6,338 5,194 2,675
(Loss)/profit for the year attributable to equity shareholders (915) 1,320 2,249
Actuarial (losses)/gains on pension schemes (note 41e(iv)) (929) 648 (117)
Actuarial losses/(gains) on pension schemes transferred to unallocated
divisible surplus (note 38) 78 (61) 3
Dividends and appropriations (note 10) (975) (871) (762)
Sharesissued in lieu of dividends 170 301 203
Shares issued under equity compensation plans (note 29) 15 34 18
Transfer from merger reserve on realisation (note 28) - - 871
Shares distributed by employee trusts (note 25) (6) - -
Fair value (losses)/gains realised from reserves (note 29) Q) 25 9
Aggregate tax effect 31 (252 45
Balance at 31 December 3,806 6,338 5194

The sharesissued in lieu of dividends arein respect of the transfer to retained earnings from the ordinary dividend account, arising from the treatment of sharesissued in
lieu of the 2007 final dividend, as explained in note 23(b).

The Group's regulated subsidiaries are required to hold sufficient capital to meet acceptable solvency levels based on applicable local regulations. Their ability to
transfer retained earnings to the UK parent companiesis therefore restricted to the extent these earnings form part of local regulatory capital.

31— Minority interests

This note gives details of the Group’s minority interests and shows the movements during the year.

@ Minority interestsat 31 December comprised:
2008 2007 2006
£m £m £m
Equity sharesin subsidiaries 695 660 419
Share of earnings 673 429 284
Share of other reserves 577 450 308
1,945 1,539 1,011
Preference sharesin General Accident plc 250 250 250
Preference sharesin other subsidiaries 9 6 6
2,204 1,795 1,267
(b) Movementsin the year comprised:
2008 2007 2006
£m £m £m
Balance at 1 January 1,795 1,267 985
Profit for the year attributable to minority interests 30 178 151
Minority share of movementsin other reserves - 1 1
Foreign exchange rate movements 471 100 (19
Recognised income and expense attributable to minority interests 501 279 133
Capital contributions from minority shareholders 36 - 397
Minority share of dividends declared in the year (106) (66) (75)
Minority interest in acquired subsidiaries 43 315 (173)
Changesin minority interest in existing subsidiaries (65) - -
Balance at 31 December 2,204 1,795 1,267
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32— Contract liabilitiesand associated reinsurance

The following notes explain how we cal culate our liabilities to our policyholders for insurance and investment products we have sold to them. Notes 33 and 34 cover these
liabilities and note 35 details the financial guarantees and options given for some of these products. Note 36 details the reinsurance recoverables on these liabilities
whilst note 37 shows the effects of the assumptions we have changed during the year.

Thefollowing is asummary of the contract provisions and related reinsurance assets as at 31 December.

2008 2007
Reinsurance Reinsurance
Gross provisions assets Net  Gross provisions assets Net
£m £m £m £m £m £m
Long-term business

Insurance contracts (156,188) 4,466 (151,722) (135,312) 4,298 (131,014)
Participating investment contracts (65,278) 52 (65,226) (53,609) 22 (53,587)
Non-participating investment contracts (42,281) 1,047 (41,234) (44,635) 1,461 (43,174)
(263,747) 5,565 (258,182) (233,556) 5,781 (227,775)

Outstanding claims provisions
Long-term business (907) 145 (762) (727) 94 (633)
General insurance and health (11,842) 1,737 (10,105) (10,842) 1,634 (9,208)
(12,749) 1,882 (10,867) (11,569) 1,728 (9,841)
Provisionsfor claimsincurred but not reported (2,518) 29 (2,489) (2,099) 29 (2,070)
(279,014) 7,476 (271,538) (247,224) 7,538 (239,686)
Provision for unearned premiums (5,493) 418 (5,075) (5,484) 511 (4,973)
Provision arising from liability adequacy tests (23) - (13) (24) - (24)
Other technical provisions - - - (3) 5 2
Totals (284,520) 7,894 (276,626) (252,735) 8,054 (244,681)
Less: Amounts classified as held for sale 709 - 709 627 - 627
(283,811) 7,894 (275,917) (252,108) 8,054 (244,054)
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This note analyses our insurance contract liabilities by type of product and describes how we cal cul ate these liabilities and what assumptions we have used.

(a) Carrying amount
Insurance liabilities at 31 December comprise:

2008 2007
General Generd
Long-term insurance and Long-term insurance
business health Total business and health Total
£m £m £m £m £m £m
Long-term business provisions
Participating 66,863 - 66,863 66,093 - 66,093
Unit-linked non-participating 22,060 - 22,060 20,601 - 20,601
Other non-participating 67,265 - 67,265 48,618 - 48,618
156,188 - 156,188 135,312 - 135,312
Outstanding claims provisions 907 11,842 12,749 727 10,842 11,569
Provision for claims incurred but not reported — 2,518 2,518 — 2,099 2,099
907 14,360 15,267 727 12,941 13,668
Provision for unearned premiums - 5,493 5,493 - 5,484 5,484
Provision arising from liability adequacy tests - 13 13 - 24 24
Other technical provisions - - - - 3 3
Total 157,095 19,866 176,961 136,039 18,452 154,491
Less: Obligations to staff pension schemes
transferred to provisions (note 45a) (1,402) - (1,402) (1,025) - (1,025)
Amounts classified asheld for sale - (709) (709) - (627) (627)
155,693 19,157 174,850 135,014 17,825 152,839

(b) Long-term businessliabilities

(i) Business description
The Group underwrites long-term business in anumber of countries as follows:

— IntheUK mainly in:

“with-profit” funds of CGNU Life Assurance (CGNU Life), Commercial Union Life Assurance (CULAC) and the with-profit and Provident Mutual funds of Norwich
Union Life & Pensions (NUL& P), where the with-profit policyholders are entitled to at least 90% of the distributed profits, the shareholders receiving the balance;

—  “non-profit” funds of Norwich Union Annuity and NUL& P, where shareholders are entitled to 100% of the distributed profits. Shareholder profits on unitised with-
profit business written by Norwich Union Life & Pensions and on stakeholder unitised with-profit business are derived from management fees and policy charges,
and emerge in the non-profit funds.

— InFrance, where the majority of policyholders’ benefits are determined by investment performance, subject to certain guarantees, and shareholders’ profits are derived
largely from management fees. In addition, a substantial number of policies participate in investment returns, with the balance being attributable to shareholders.

— Inthe Netherlands, the balance of profits, after providing appropriate returns for policyholders and after tax, accrues for the benefit of the shareholders. The bases for
determining returnsfor policyholders are complex, but are consistent with methods and criteriafollowed generally in the Netherlands. In addition, a substantial number of
policies provide benefits that are determined by investment performance, subject to certain guarantees, and shareholders’ profits are derived largely from management
fees.

— IntheUnited States, there are two main types of business — protection products and accumul ation products. Protection products include interest-sensitive wholelife, term
life, universal life and indexed life insurance policies. The accumulation product segment includes traditional fixed and indexed deferred annuities for individuals and
funding agreements for business customers.
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In addition, there are two closed blocks of participating contracts arising from demutualisations of subsidiary companies. All products are classified as insurance contracts
except for the funding agreements and term certain immediate annuities, which are classified as non-participating investment contracts.

(i) Group practice
Thelong-term business provision is calcul ated separately for each of the Group’slife operations. The provisions for overseas subsidiaries have generally been included on
the basis of local regulatory requirements, mainly using the net premium method, modified where necessary to reflect the requirements of the Companies Act.

Material judgement isrequired in calculating the provisions and is exercised particularly through the choice of assumptions where discretion is permitted. In turn, the
assumptions used depend on the circumstances prevailing in each of the life operations. Provisions are most sensitive to assumptions regarding discount rates and
mortality/morbidity rates.

Bonuses paid during the year are reflected in claims paid, whereas those allocated as part of the bonus declaration are included in the movementsin the long-term business
provision.

(iii) Methodology and assumptions
There are two main methods of actuarial valuation of liabilities arising under long-term insurance contracts — the net premium method and the gross premium method — both of
which involve the discounting of projected premiums and claims.

Under the net premium method, the premium taken into account in calculating the provision is determined actuarially, based on the valuation assumptions regarding discount
rates, mortality and disability. The difference between this premium and the actual premium payable provides amargin for expenses. This method does not allow for voluntary
early termination of the contract by the policyholder, and so no assumption isrequired for persistency. Explicit provision is made for vested bonuses (including those vesting
following the most recent fund valuation), but no such provision is made for future regular or terminal bonuses. However, this method makes implicit allowance for future
regular or terminal bonuses already earned, by marginsin the valuation discount rate used.

The gross premium method uses the amount of contractual premiums payable and includes explicit assumptions for interest and discount rates, mortality and morbidity,
persistency and future expenses. These assumptions can vary by contract type and reflect current and expected future experience. Explicit provision is made for vested
bonuses and explicit allowance is also made for future regular bonuses, but not terminal bonuses.

(a) UK

With-profit business

The valuation of with-profit business uses the methodology developed for the Realistic Balance Sheet, adjusted to remove the shareholders' share of future bonuses. The key
elements of the Realistic Balance Sheet methodology are the with-profit benefit reserve (WPBR) and the present val ue of the expected cost of any paymentsin excess of the
WPBR (referred to as the cost of future policy-related liabilities). Therealistic liability for any contract isequal to the sum of the WPBR and the cost of future policy-related
liabilities. The WPBR for an individual contract is generally calculated on aretrospective basis, and represents the accumulation of the premiums paid on the contract, allowing
for investment return, taxation, expenses and any other charges levied on the contract.

For asmall proportion of business a prospective valuation approach is used, including allowance for anticipated future regular and final bonuses.
Theitemsincluded in the cost of future policy-related liabilitiesinclude:

— Maturity Guarantees;

— Guaranteed Annuity Options,

— GMP underpin on Section 32 transfers; and

— Expected payments under Mortgage Endowment Promise.

In the Provident Mutual and With-Profit sub-fundsin NUL& P, thisis offset by the expected cost of chargesto WPBR to be made in respect of guarantees.
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The cost of future policy-related liabilities is determined using a market-consistent approach and, in the main, thisis based on a stochastic model calibrated to market
conditions at the end of the reporting period. Non-market-related assumptions (for example, persistency, mortality and expenses) are based on experience, adjusted to take into
account future trends.

The principal assumptions underlying the cost of future policy related liabilities are as follows:

Future investment return
A“risk-free” rate equal to the spot yield on UK Government securities, plusamargin of 0.1% isused. The rates vary, according to the outstanding term of the policy, with a
typical rate asat 31 December 2008 being 3.58% (2007: 4.72%) for a policy with ten years outstanding.

Volatility of investment return
Volatility assumptions are set with reference to implied volatility data on traded market instruments, where available or on abest estimate basis where not. These are term-
dependent, with specimen values for ten year terms asfollows:

Volatility
2008 2007
Equity returns 34.6% 25.5%
Property returns 15% 15%
Fixed interest yields 15.9% 10.9%

The table above shows the volatility of fixed interest yields, set with reference to 20 year at-the-money swaption volatilities.

Futureregular bonuses
Annual bonus assumptions for 2009 have been set consistently with the year end 2008 declaration. Future annual bonus rates reflect the principles and practices of the fund.
In particular, thelevel is set with regard to the projected margin for final bonus and the change from one year to the next islimited to alevel consistent with past practice.

Mortality
Mortality assumptions are set with regard to recent company experience and general industry trends. The mortality tables used in the valuation are summarised below:

Mortality table used

2008 2007

Assurances, pure endowments and deferred annuities before vesting Nil or Axx00 adjusted Nil or AM92/AF92
Pensions business after vesting and pensions annuities in payment PCMAOQ0/PCFA00 adjusted plus allowance for PCMAO00/PCFA0O adjusted plus allowance for
future mortality improvement future mortality improvement

Non-profit business

Conventional non-profit contracts, including those written in the with-profit funds, are valued using gross premium methods which discount projected future cash flows. The
cash flows are cal culated using the amount of contractual premiums payable, together with explicit assumptions for investment returns, inflation, discount rates, mortality,
morbidity, persistency and future expenses. These assumptions vary by contract type and reflect current and expected future experience.

For unit-linked and some unitised with-profit business, the provisions are valued by adding a prospective non-unit reserve to the bid value of units. The prospective non-unit
reserveis calculated by projecting the future non-unit cash flows on the assumption that future premiums cease, unless it is more onerous to assume that they continue.
Where appropriate, allowance for persistency is based on actual experience.

Valuation discount rate assumptions are set with regard to yields on the supporting assets and the general level of long-term interest rates as measured by gilt yields. An
explicit allowancefor risk isincluded by restricting the yields for equities and properties with reference to a margin over long-term interest rates or by making an explicit
deduction from the yields on corporate bonds, mortgages and deposits, based on historical default experience of each asset class. A further margin for risk is then deducted
for all asset classes.

The provisions held in respect of guaranteed annuity options are a prudent assessment of the additional liability incurred under the option on abasis and method consistent
with that used to value basic policy liabilities, and includes a prudent assessment of the proportion of policyholders who will choose to exercise the option.
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Valuation discount rates for business in the non-profit funds are as follows:

Valuation discount rates

2008 2007

Assurances

Life conventional non-profit 2.7% t0 3.4% 3.1%103.9%

Pensions conventional non-profit 3.4% to 3.6% 3.9%1t04.1%
Deferred annuities

Non-profit — in deferment 3.8% 4.3%

Non-profit — in payment 3.4% t0 3.6% 3.9%1t04.1%
Annuitiesin payment

Conventional annuity 3.8% t05.4% 4.3%1t05.2%
Non-unit reserves

Life 3.0% 3.4%

Pensions 3.7% 4.2%

Mortality assumptions are set with regard to recent company experience and general industry trends. Since 2006, the assurance mortality basis has been reviewed with theaim
of harmonising assumptions wherever possible across similar lines of businessin order to simplify the basis. The mortality tables used in the valuation are summarised below:

Mortality tables used

2008 2007
Assurances

Non-profit AMO0/AF00 or TM0OO/TFOO adjusted for smoker AMB8O/AF80 or AM92/AF92 or TM92/TF92
status and age/sex specific factors adjusted for smoker status and age/sex specific
factors
Pure endowments and deferred annuities before vesting AMOO/AF00 adjusted Nil or AM80/AF80 or AM92/AF92 adjusted
Pensions business after vesting PCM AQ0/PCFA00 adjusted plus allowance for PCMAO0/PCFA0O adjusted plus allowance for
future mortality improvement future mortality improvement

Annuitiesin payment
Genera annuity business IMLOO/I FL 00 adjusted plusallowance for future IMLOO/IFLOO adjusted plus allowance for future
mortality improvement mortality improvement

(b) France

The majority of reserves arise from a single premium savings product and is based on the accumulated fund value, adjusted to maintain consistency with the value of the
assets backing the policyholder liabilities. The net premium method is used for prospective valuations, in accordance with local regulation, where the valuation assumptions
depend on the date of issue of the contract. The valuation discount rate also depends on the original duration of the contract and mortality rates are based on industry tables.
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Valuation discount rates Mortality tables used

2008 and 2007 2008 and 2007

Life assurances 0% to 4.5% TD73-77, TD88-90,
THO00-02, TGFO5/TGHO05

Annuities 0% to 4.5% TPRV (prospectivetable)

(c) Netherlands

On transition to IFRS, the valuation of most long-term insurance and participating investment contracts was changed from existing methods that used historic assumptions to
an active basis using current market interest rates. A liability adequacy test is performed in line with IFRS requirements. Where liabilities are based on current market interest
rates and assets are valued at market value, the margin in the liability adequacy test is determined by comparison of the liabilities with the present value of best estimate cash
flows. For 2008 the yield curve basis has been revised from swap rates to a curve constructed from yields on collateralised AAA bonds.

Valuation discount rates Mortality tables used

2008 and 2007 2008 and 2007

Life assurances Market risk-freeyield curves, based on iBoxx index GBM 61-65, GBM/V 76-80,
for collateralised AAA bonds (2007: based on DNB GBM 80-85, GBM/V 85-90

swap rates) and GBM/V90-95

Annuitiesin deferment and in payment Market risk-freeyield curves, based on iBoxx index GBM/V 76-80, GBM/V 85-90, GBM/V 95-00, Coll
for collateralised AAA bonds (2007: based on DNB 1993/2003 and DIL 98, plusfurther allowancefor

swap rates) future mortality improvement

(d) United States
For the major part of our US business, insurance liabilities are measured in accordance with US GAAP as at the date of acquisition.

Theliability for future policy benefits for traditional life insurance is computed using the net level method, based on guaranteed interest and mortality ratesasused in
calculating cash surrender values. Reserve interest assumptions ranged from 2.00% to 7.50% in 2008 (2007: 2.00% to 7.50%). The weighted average interest rate for all
traditiona life policy reservesin 2008 was 4.47% (2007: 4.46%).

Future policy benefit reserves for universal life insurance, deferred annuity products and funding agreements are computed under aretrospective deposit method and
represent policy account balances before applicable surrender charges. For the indexed products the liability held is cal culated based on the option budget method and is
equal to the host contract and the calculated value of the derivative. The value of the derivative is based on the present value of the difference between the projected fund
value and the underlying fund guarantee. The weighted average interest crediting rates for universal life products were 4.77% in 2008 (2007: 5.45%). The range of interest
crediting rates for deferred annuity products, excluding sales inducement payouts, was 2.50% to 6.00% in 2008 (2007: 2.50% to 7.00%). An additional liability is established
for universal life contracts with death or other insurance benefit features, which is determined using an equally-weighted range of scenarios with respect to investment returns,
policyholder lapses, benefit election rates, premium payout patterns and mortality. The additional liability represents the present value of future expected benefits based on
current product assumptions.

Theindexed life and annuity products guarantee the return of principal to the customer, and credit interest based on certain indices. A portion of the premium from each
customer isinvested in fixed income securities and is intended to cover the minimum guaranteed value. A further portion of the premium is used to purchase derivativesto
hedge the growth in interest credited to the customer as a direct result of increasesin the related indices. Both the derivatives and the options embedded in the policy are
valued at their fair value.

Deferred income reserves are established for fees charged for insurance benefit features which are assessed in a manner that is expected to result in higher profitsin earlier
years, followed by lower profits or lossesin subsequent years. The excess charges are deferred and amortised using the same assumptions and factors used to amortise
deferred acquisition costs. Shadow adjustments may be made to deferred acquisition costs, acquired value of in-force business, deferred income reserves and contract
liabilities. The shadow adjustments are recognised directly in other comprehensive income so that unrealised gains or losses on investments that are recognised directly in
other comprehensive income affect the measurement of theliability, or related assets, in the same way as realised gains or losses.
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(e) Other countries

In al other countries, local generally-accepted interest rates and published standard mortality tables are used for different categories of business as appropriate. The tables are
based on relevant experience and show mortality rates, by age, for specific groupings of people.

(iv) Movements

The following movements have occurred in the long-term business provisions during the year:

Carryingamount at 1 January

Provisionsin respect of new business

Expected change in existing business provisions

Variance between actual and expected experience

Effect of adjusting to PS06/14 realistic basis

Impact of other operating assumption changes

Impact of economic assumption changes

Effect of special bonus to with-profit policyholders (note 38b)

Other movements

Changein liability recognised as an expense
Effect of portfolio transfers, acquisitions and disposals
Foreign exchange rate movements

Carrying amount at 31 December

2008 2007
£m £m
135,312 126,614
13,414 10,470
(6,423) (6,280)
(9,401) (877)
(40) (60)
(812) | 95
(604 (909)

- 1,728

(527) (324)
(4,393) 3,843
1,872 571
23,397 4,284
156,188 135,312

The variance between actual and expected experience of £9.4 billion was primarily driven by adverse movementsin investment marketsin 2008, which had adirect or indirect
impact on liability values. Equity and property markets fell significantly and the value of corporate bonds and commercial mortgages were reduced by widened credit
spreads. For many types of long-term business, including unit-linked and participating funds, movementsin asset values are offset by corresponding changesin liabilities,
limiting the net impact on profit. Minor variances arise from differences between actual and expected experience for persistency, mortality and other demographic factors.

The impact of assumption changes in the above analysis shows the resulting movement in the carrying value of insurance liabilities. The £9.4 billion variance between actual
and expected experience is not a change in assumptions. For participating business amovement in liabilitiesis generally offset by a corresponding adjustment to the
unallocated divisible surplus and does not impact on profit. Where assumption changes do impact on profit, these are included in the effect of changes in assumptions and
estimates during the year shown in Item 18, “Financial Statements — Note 37 — Effects of changes in assumptions and estimates during the year”, together with the impact of

movementsin related non-financial assets.
(c) General insurance and health liabilities

(i) Provisionsfor outstanding claims

Delays occur in the notification and settlement of claims and a substantial measure of experience and judgement isinvolved in assessing outstanding liabilities, the ultimate
cost of which cannot be known with certainty at the statement of financial position date. The reserves for general insurance and health are based on information currently
available. However, it isinherent in the nature of the business written that the ultimate liabilities may vary as aresult of subsequent devel opments.

Provisions for outstanding claims are established to cover the outstanding expected ultimate liability for losses and loss adjustment expenses (LAE) in respect of all claimsthat
have already occurred. The provisions established cover reported claims and associated LAE, aswell as claimsincurred but not yet reported and associated LAE.

Outstanding claims provisions are based on undiscounted estimates of future claim payments, except for the following classes of business for which discounted provisions

areheld:
Mean term of
Rate liabilities
Class 2008 2007 2008 2007
Netherlands Permanent health and injury 3.82% 3.87% 7years 8years
Reinsured London Market business 3.56% 5.00% 8years 8 years
Latent claims 1.17% to0 3.92% 4.51%105.21% 9to 15years 9to 15 years
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The gross outstanding claims provision before discounting was £15,061 million (2007: £13,439 million). The period of time which will elapse before the liabilities are settled
has been estimated by modelling the settlement patterns of the underlying claims.

(ii) Assumptions

Outstanding claims provisions are estimated based on known facts at the date of estimation. Case estimates are generally set by skilled claims technicians, applying their
experience and knowledge to the circumstances of individual claims. The ultimate cost of outstanding claimsis then estimated by using arange of standard actuarial claims
projection techniques, such as the Chain Ladder and Bornhuetter-Ferguson methods. The main assumption underlying these techniquesis that a company’s past claims
development experience can be used to project future claims development and hence ultimate claims costs. As such, these methods extrapol ate the devel opment of paid and
incurred losses, average costs per claim and claim numbers based on the observed development of earlier years and expected loss ratios. Historical claims development is
mainly analysed by accident period, although underwriting or notification period is also used where this is considered appropriate.

Claim development is separately analysed for each geographic area, aswell as by each line of business. Certain lines of business are also further analysed by claim type or
type of coverage. In addition, large claims are usually separately addressed, either by being reserved at the face value of loss adjuster estimates or separately projected in
order to reflect their future development.

In most cases, no explicit assumptions are made regarding future rates of claimsinflation or loss ratios. Instead, the assumptions used are those implicit in the historical claims
development data on which the projections are based. Additional qualitative judgement is used to assess the extent to which past trends may not apply in the future, for
example, to reflect one-off occurrences, changesin external or market factors such as public attitudes to claiming, economic conditions, levels of claimsinflation, judicial
decisions and legislation, aswell asinternal factors such as portfolio mix, policy conditions and claims handling proceduresin order to arrive at a point estimate for the ultimate
cost of claimsthat represents the likely outcome from arange of methods and possible outcomes, taking account of all the uncertaintiesinvolved. The range of possible
outcomes does not however result in the quantification of areserverange.

(iii) Movements
The following changes have occurred in the general insurance and health claims provisions during the year:

2008 2007
£m £m
Carryingamount at 1 January 12,941 12,504
Impact of changes in assumptions 120 (1)
Claim losses and expenses incurred in the current year 8,720 8,273
Decrease in estimated claim losses and expensesincurred in prior years (8298) (956)
Exceptional strengthening of general insurance latent claims provisions (see below) 356 -
Incurred claims losses and expenses 8,368 7,316
Less:
Payments made on claimsincurred in the current year (4,682) (4,408)
Payments made on claimsincurred in prior years (4,307) (3,686)
Recoveries on claim payments 293 315
Claims payments made in the year, net of recoveries (8,696) (7,779)
Unwind of discounting 33 35
Other movementsin the claims provisions (27) 36
Changesin claims reserve recognised as an expense (322) (392
Effect of portfolio transfers, acquisitions and disposals 128 175
Foreign exchange rate movements 1,613 654
Carrying amount at 31 December 14,360 12,941

The effect of changes in the main assumptionsis given in note 37.

Discount rate

The discount rate that has been applied to latent claimsreservesis based on the swap rate in the relevant currency having regard to the expected settlement dates of the
claims. The range of discount rates used depends on the duration of the claims and is given in the tablein section (i) above. The duration of the claims span over 35 years,
with the average duration being between 9 and 15 years depending on the geographical region. Any change in discount rates between the start and the end of the accounting
period isreflected below operating profit as an economic assumption change. The sharp declinein interest ratesin the second half of 2008 has resulted in an increase in the net
discounted provision of £94 million.
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Exceptional strengthening of latent claims provisions
Separately and in addition to the decision to discount latent claims, our estimation of latent claims reserves in 2008 has been revised to reflect increasing market trends
observed in mesothelioma claims. The majority of the Group’s latent claims reserves relate to mesothelioma based risksin the UK.

The Institute of Actuaries’ Asbestos Working Party report in 2008 contributed to our view that experience variances, which we had previously perceived as normal short-term
volétility, reflected areal worsening of expected ultimate claims experience. The market trend in mesothelioma claims has been fully reflected as a significant one-off
strengthening of gross latent claims reservesin 2008 of £356 million, with a corresponding increase of £52 million in reinsurance recoverable. The net increase of £304 million
comprises £668 million on an undiscounted basis and discounting of £364 million. Dueto its size and the fact that this related to discontinued business, this one-off
strengthening has been reported as an exceptional item below operating profit.

Whilst thisisasignificant step change, it should be noted that this reflects the long-term impact of the settlement of latent claims currently running at £30 million per annum,
of which £25 million related to mesothelioma. The number of claimsis currently predicted to rise slightly in the period to 2015 and then diminish slowly over the next 30 yearsto
2045.

(d) L ossdevelopment tables

(i) Description of tables

Thetablesthat follow present the development of claim payments and the estimated ultimate cost of claimsfor the accident years 2001 to 2008. The upper half of the tables
shows the cumulative amounts paid during successive years related to each accident year. For example, with respect to the accident year 2002, by the end of 2008 £5,715
million had actually been paid in settlement of claims. In addition, asreflected in the lower section of the table, the original estimated ultimate cost of claims of £6,250 million
was re-estimated to be £6,056 million at 31 December 2008.

The original estimateswill be increased or decreased, as more information becomes known about the individual claims and overall claim frequency and severity.

In 2005, the year of adoption of IFRS, only five years were required to be disclosed. Thisis being increased in each succeeding additional year, until ten years of informationis
included.

The Group aims to maintain strong reservesin respect of its non-life and health businessin order to protect against adverse future claims experience and development. As
claims develop and the ultimate cost of claims become more certain, the absence of adverse claims experience will result in arelease of reserves from earlier accident years, as
shown in the loss devel opment tables and movement tablesin section (iii) Movements above. However, in order to maintain overall reserve adequacy, the Group establishes
strong reservesin respect of the current accident year (2008) where the development of claimsis|ess mature and there is greater uncertainty attaching to the ultimate cost of
claims. Releases from prior accident year reserves are also due to an improvement in the estimated cost of claims.

Key elements of the release from prior accident year general insurance and health net provisions during 2007 were:

- £440 million from the UK, the main components of which were an improved trend in bodily injury claims settlement experience, resulting in releases from personal
motor, mainly accident years 2003 to 2005, and commercial motor, operational claims initiativesin 2007 to keep down claim costs and legal expenses on prior year open
claims, additional reinsurance recoveries and case estimate savings as a result of decommissioning legacy systems releasing amounts previously held for pleural
plague claims and favourable development on commercial liability claims from accident years 1998 to 2006.

- £130 million from Ireland mainly due to lower than expected costs of settling motor and commercial liability claims.
. £173 million from the Netherlands due to continued releases from disability provisions and better than anticipated claims settlement experience.
- £52 million from Canadamainly due to favourable experience on personal motor claims and various mandatory auto residual market pools.

- £137 million from prior year health insurance provisions, £130 million of which related to the Netherlands health insurance business, included within which is £53
million due to refunds from prior year claim over payments. In addition, greater certainty regarding ultimate claim costs in the health insurance market also led to
releases.
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Key elements of the release from prior accident year general insurance and health net provisions during 2008 were:

- £285 million from the UK, mainly due to an improved trend in bodily injury experience on both personal and commercial motor, favourable experience on commercial
liability and areduction in public liability average claim costs.

- £312 million from Europe mainly due to lower than expected IBNR and costs of settling motor and commercial liability claims.
- £111 million from Canada mainly due to favourable motor bodily injury experience.
- £89 million from prior year health insurance provisions.

(ii) Grossfigures
Before the effect of reinsurance, the loss development tableis:

All prior
years 2001 2002 2003 2004 2005 2006 2007 2008 Total

Accident year £m £m £m £m £m £m £m £m £m £m
Gross cumulative claim payments

At end of accident year (3,029 (2,952) (2,819) (2,971) (3,345) (3,653) (4,393) (4,915)

Oneyear later (4,766) (4,486) (4,190) (4,561) (5,011) (5,525) (6,676)

Two years later (5,303) (4,921) (4,613) (4,981) (5,449) (5971)

Threeyearslater (5,701) (5,233) (4972 (5,263) (5,784)

Four yearslater (5,966) (5,466) (5,258) (5,448)

Fiveyears |ater (6,121) (5,618) (5,409)

Six yearslater (6,223) (5,715)

Seven years later (6,294)
Estimate of gross ultimate claims

At end of accident year 6,590 6,250 6,385 6,891 7,106 7,533 8,530 9,508

Oneyear later 6,770 6,372 6,172 6,557 6,938 7,318 8,468

Two years later 6,775 6,287 6,124 6,371 6,813 7,243

Threeyears|ater 6,798 6,257 6,036 6,178 6,679

Four yearslater 6,754 6,205 5,932 6,008

Five years|later 6,679 6,122 5,853

Six yearslater 6,630 6,056

Seven years later 6,576
Estimate of gross ultimate claims 6,576 6,056 5,853 6,008 6,679 7,243 8,468 9,508
Cumulative payments (6,294) (5,715) (5,409) (5,448) (5,784) (5,971) (6,676) (4,915)

3,600 282 341 444 560 895 1272 1,792 4593 13,779

Effect of discounting (661) (4) (4) (4) (2 (3) (4) (7) (12) (701)
Present value 2,939 278 337 440 558 892 1,268 1,785 4,581 13,078
Cumulative effect of foreign exchange movements - 56 70 129 130 165 240 231 - 1,021
Effect of acquisitions - 12 12 66 21 31 35 60 24 261
Present value recognised in the statement of financial

position 2,939 346 419 635 709 1,088 1,543 2,076 4,605 14,360
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(iii) Net of reinsurance
After the effect of reinsurance, the loss development tableis:

All prior
years 2001 2002 2003 2004 2005 2006 2007 2008 Total

Accident year £m £m £m £m £m £m £m £m £m £m
Net cumulative claim payments

At end of accident year (2,970) (2,913) (2,819) (2,870) (3,281) (3,612 (4,317) (4,808)

Oneyear later (4,624) (4,369) (4,158) (4,378) (4,925) (5,442) (6,542)

Two years later (5,088) (4,779) (4,565) (4,712 (5,344) (5,881)

Three yearslater (5,436) (5,064) (4,924) (4,986) (5,671)

Four yearslater (5,648) (5,297) (5,180) (5,163)

Fiveyears|ater (5,763) (5,424) (5,325)

Six years later (5,841) (5,508)

Seven yearslater (5,896)
Estimate of net ultimate claims

At end of accident year 6,186 6,037 6,218 6,602 6,982 7,430 8,363 9,262

Oneyear later 6,333 6,038 6,093 6,266 6,818 7,197 8,302

Two years later 6,321 5,997 6,037 6,082 6,688 7,104

Threeyearslater 6,329 5,973 5,942 5,882 6,544

Four yearslater 6,286 5,912 5,851 5,709

Fiveyearslater 6,219 5,855 5,772

Six years|later 6,173 5,786

Seven years|ater 6,109
Estimate of net ultimate claims 6,109 5,786 5772 5,709 6,544 7,104 8,302 9,262
Cumulative payments (5,896) (5,508) (5,325) (5,163) (5,671) (5,881) (6,542) (4,808)

2,100 213 278 447 546 873 1,223 1,760 4454 11,894

Effect of discounting (409) (4) (4) (4) (2) (3) (4) (6) (11) (447)
Present value 1,691 209 274 443 544 870 1,219 1,754 4443 11,447
Cumulative effect of foreign exchange movements - 42 63 115 123 153 224 220 - 940
Effect of acquisitions - 10 10 43 19 26 29 44 26 207
Present value recognised in the statement of financial

position 1,691 261 347 601 686 1,049 1,472 2,018 4,469 12,594

In the loss devel opment tables shown above, the cumulative claim payments and estimates of cumulative claims for each accident year are translated into sterling at the
exchange rates that applied at the end of that accident year. The impact of using varying exchange ratesis shown at the bottom of each table. Disposals are dealt with by

treating all outstanding and IBNR claims of the disposed entity as “paid” at the date of disposal.

The loss devel opment tables above include information on asbestos and environmental pollution claims provisions from business written before 2001. The undiscounted claim

provisions, net of reinsurance, in respect of thisbusiness at 31 December 2008 were £1,019 million (2007: £323 million). The movement in the year reflects exceptional

strengthening of provisions by £668 million due to the increased market trend in mesothelioma claim notifications, other strengthening of £16 million (2007: £20 million),
foreign exchange rate movements and timing differences between claim payments and reinsurance recoveries.
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(e) Provision for unearned premiums

Movements

The following changes have occurred in the provision for unearned premiums (UPR) during the year:

2008 2007

£m £m

Carrying amount at 1 January 5,484 5,182
Premiums written during the year 11,934 11,369
Less: Premiums earned during the year (12,322) (11,345)
Changesin UPR recognised as (income)/expense (388) 24
Gross portfolio transfers and acquisitions (1) 87
Foreign exchange rate movements 408 191
Carrying amount at 31 December 5,493 5,484

34 — Liability for investment contracts
This note analyses our investment contract liabilities by type of product and describes how we cal culate these liabilities and what assumptions we have used.

(a) Carrying amount
Theliability for investment contracts at 31 December comprised:

2008 2007
£m £m

Long-term business
Participating contracts 65,278 53,609
Non-participating contracts at fair value 39,509 43,608
Non-participating contracts at amortised cost 2,772 1,027
42,281 44,635
Total 107,559 98,244

(b) Long-term businessinvestment liabilities
Investment contracts are those that do not transfer significant insurance risk from the contract holder to theissuer, and are therefore treated as financial instruments under
IFRS.

Many investment contracts contain a discretionary participation feature in which the contract holder has a contractual right to receive additional benefits as a supplement to
guaranteed benefits. These are referred to as participating contracts and are measured according to the methodology and Group practice for long-term businessliabilities as
described in note 33. They are not measured at fair value asthereis currently no agreed definition of fair valuation for discretionary participation features under IFRS. In the
absence of such adefinition, it is not possible to provide arange of estimateswithin which afair valueislikely to fall. The IASB has deferred consideration of participating
contractsto Phase |1 of itsinsurance contracts project.

For participating business, the discretionary participation feature is recognised separately from the guaranteed element and is classified as aliability, referred to as unallocated
distributable surplus. Guarantees on long-term investment products are discussed in note 35.

Investment contracts that do not contain a discretionary participation feature are referred to as non-participating contracts and the liability is measured at either fair value or
amortised cost.

M ost non-participating investment contracts measured at fair value are unit-linked in structure and the fair value liability is equal to the unit reserve plus additional non-unit
reservesif required on afair value basis. For this business, adeferred acquisition cost asset and deferred income reserve liability are recognised in respect of transaction costs
and front-end fees respectively, that relate to the provision of investment management services, and which are amortised on a systematic basis over the contract term. The
amount of the related deferred acquisition cost asset is shown in note 21 and the deferred income liability is shown in note 44.
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In the United States, funding agreements consist of oneto ten year fixed rate contracts. These contracts may not be cancelled by the holders unless there is a default under
the agreement, but may be terminated by Avivaat any time. The weighted average interest rates for fixed-rate and floating-rate funding agreements in 2008 were 4.89% and
2.58% (2007: 5.21% and 5.15%) respectively. The funding agreementsissued before 2008 are measured at fair value equal to the present value of contractual cash flows, and for
new businessin 2008 are measured at amortised cost. Most funding agreements are fully collateralised and therefore their fair values are not adjusted for own credit risk.

Thereisasmall volume of annuity certain business for which the liability is measured at amortised cost using the effective interest method.
Thefair value of contract liabilities measured at amortised cost is not materially different from the amortised cost liability.

(c) Movementsin the year
The following movements have occurred in the year:

(i) Participating investment contracts

2008 2007

£m £m

Carrying amount at 1 January 53,609 49,400
Provisionsin respect of new business 3,391 3,009
Expected change in existing business provisions (1,909) (1,978)
Variance between actual and expected experience (4,661) (404)
Impact of operating assumption changes (166) )
Impact of economic assumption changes 244 178
Effect of special bonus to with-profit policyholders (note 38b) - 399
Other movements 13 (176)
Changein liability recognised as an expense (3,088) 1,025
Effect of portfolio transfers, acquisitions and disposals 2,181 -
Foreign exchange rate movements 12,576 3,184
Carrying amount at 31 December 65,278 53,609

The variance between actual and expected experience of £4.7 billion was primarily driven by adverse movementsin investment marketsin 2008, which had adirect or indirect
impact on liability values. Equity and property markets fell significantly and the value of corporate bonds and commercial mortgages were reduced by widened credit
spreads. For many types of long-term business, including unit-linked and participating funds, movementsin asset values are offset by corresponding changesin liabilities,
limiting the net impact on profit. Minor variances arise from differences between actual and expected experience for persistency, mortality and other demographic factors.

The impact of assumption changesin the above analysis shows the resulting movement in the carrying value of participating investment contract liabilities. The £4.7 billion
variance between actual and expected experienceis not achange in assumptions. For participating businessamovement in liabilitiesis generally offset by acorresponding
adjustment to the unallocated divisible surplus and does not impact on profit. Where assumption changes do impact on profit, these are included in the effect of changesin
assumptions and estimates during the year shown in Item 18, “Financial Statements— Note 37 — Effects of changes in assumptions and estimates during the year”, together
with the impact of movementsin related non-financial assets.

(i) Non-participating investment contracts

2008 2007

£m £m

Carrying amount at 1 January 44,635 38,958
Provisionsin respect of new business 5,314 8,575
Expected change in existing business provisions (2,273) (1,094)
Variance between actual and expected experience (9,503) (3,231)
Impact of operating assumption changes (28) 2
Impact of economic assumption changes 5 20
Other movements (169) 61
Changein liability (6,654) 4,329
Effect of portfolio transfers, acquisitions and disposals (14) 254
Foreign exchange rate movements 4,314 1,094
Carrying amount at 31 December 42,281 44,635
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The variance between actual and expected experience of £9.5 billion was primarily driven by adverse movementsin investment markets in 2008, which had adirect or indirect
impact on liability values. Equity and property marketsfell significantly and the value of corporate bonds and commercial mortgages were reduced by widened credit

spreads. For unit-linked investment contracts, movementsin asset values are offset by corresponding changesin liabilities, limiting the net impact on profit. Minor variances
arise from differences between actual and expected experience for persistency, mortality and other demographic factors.

Theimpact of assumption changesin the above analysis shows the resulting movement in the carrying value of non-participating investment contract liabilities. The £9.5
billion variance between actual and expected experience is not a change in assumptions. The impact of assumption changes on profit are included in the effect of changesin
assumptions and estimates during the year shown in Item 18, “Financial Statements— Note 37 — Effects of changes in assumptions and estimates during the year”, which
combines participating and non-participating investment contracts together with the impact of movementsin related non-financial assets.

35— Financial guaranteesand options
This note details the financial guarantees and options we have given for some of our insurance and investment products.

Asanormal part of their operating activities, various Group companies have given guarantees and options, including investment return guarantees, in respect of certain long-
term insurance and fund management products. Further information on assumptionsisgiven in notes 33 and 34.

(a) UK Lifewith-profit business

Inthe UK, lifeinsurers are required to comply with the FSA’sredlistic reporting regime for their with-profit funds for the calculation of FSA liabilities. Under the FSA’srules,
provision for guarantees and options within realistic liabilities must be measured at fair value, using market-consistent stochastic models. A stochastic approach includes
measuring the time value of guarantees and options, which represents the additional cost arising from uncertainty surrounding future economic conditions.

The material guarantees and options to which this provision relates are:

(i) Maturity value guarantees

Substantially all of the conventional with-profit business and a significant proportion of unitised with-profit business have minimum maturity val ues reflecting the sums
assured plus declared annual bonus. In addition, the guarantee fund has offered maturity value guarantees on certain unit-linked products. For some unitised with-profit life
contracts the amount paid after the fifth policy anniversary is guaranteed to be at |east as high as the premium paid increased in line with the rise in RPI/CPI.

(ii) No market valuation reduction (MVR) guarantees
For unitised business, there are anumber of circumstances wherea“no MVR” guaranteeis applied, for example on certain policy anniversaries, guaranteeing that no market
value reduction will be applied to reflect the difference between the accumulated value of units and the market value of the underlying assets.

(iii) Guaranteed annuity options

The Group’s UK with-profit funds have written individual and group pension contracts which contain guaranteed annuity rate options (GAOs), where the policyholder hasthe
option to take the benefits from a policy in the form of an annuity based on guaranteed conversion rates. The Group also has exposure to GAOs and similar options on
deferred annuities. Redlistic liahilitiesfor GAOsin the UK with-profits funds were £1,093 million at 31 December 2008 (2007: £1,161 million). Movementsin therealistic
liabilitiesin the with-profits funds are offset by a corresponding movement in the unallocated divisible surplus with no net impact on IFRS profit.

(iv) Guaranteed minimum pension
The Group’s UK with-profit funds also have certain policies that contain a guaranteed minimum level of pensions as part of the condition of the original transfer from state
benefits to the policy.

In addition, while these do not constitute guarantees, the with-profit fund companies have made promises to certain policyholdersin relation to their with-profit mortgage
endowments. Subject to certain conditions, top-up payments will be made on these policies at maturity to meet the mortgage value up to a maximum of the 31 December 1999
illustrated shortfall.

(b) UK Life non-profit business

The Group's UK non-profit funds are evaluated by reference to statutory reserving rules, including changesintroduced in 2006 under FSA Policy Statement 06/14 Prudential
Changesfor Insurers.
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(i) Guaranteed annuity options
Similar optionsto those written in the with-profit fund have been written in relation to non-profit products. Provision for these guarantees does not materialy differ froma
provision based on a market-consistent stochastic model, and amounts to £27 million at 31 December 2008 (2007: £36 million).

(ii) Guaranteed unit price on certain products

Certain unit-linked pension products linked to long-term life insurance funds provide policyhol ders with guaranteed benefits at retirement or death. No additional provisionis
made for this guarantee as the investment management strategy for these fundsis designed to ensure that the guarantee can be met from the fund, mitigating the impact of
large fallsininvestment values and interest rates.

(c) Overseaslife businesses
In addition to guarantees written in the Group’s UK life businesses, our overseas businesses have also written contracts containing guarantees and options. Details of the
significant guarantees and options provided by overseas life businesses are set out below.

(i) France

Guaranteed surrender value and guaranteed minimum bonuses

AvivaFrance has written anumber of contracts with such guarantees. The guaranteed surrender value is the accumulated value of the contract including accrued bonuses.
Bonuses are based on accounting income from amortised bond portfolios, where the duration of bond portfoliosis set in relation to the expected duration of the policies, plus
income and releases from realised gains on equity-type investments. Policy reserves are equal to guaranteed surrender values. Local statutory accounting envisages the
establishment of areserve, “Provision pour Aléas Financiers’ (PAF), when accounting income is|ess than 125% of guaranteed minimum credited returns. No PAF was
established at the end of 2008.

The most significant of these contractsis the AFER Eurofund which hastotal liabilities of £33 billion at 31 December 2008(2007: £24 billion). The guaranteed bonus on this
contract equal's 75% of the average of the last two years' declared bonus rates and was 3.66% for 2008 (2007: 3.64%) compared with an accounting income from the fund of
4.85% (2007: 4.92%).

Non-AFER contracts with guaranteed surrender values had liabilities of £12 hillion (2007: £8 billion) at 31 December 2008 and all guaranteed annual bonus rates are between
0% and 4.5%. For non-AFER business, the accounting income return exceeded guaranteed bonus ratesin 2008.

Guaranteed death and maturity benefits

In France, the Group has also sold unit-linked policies where the death and/or maturity benefit is guaranteed to be at |east equal to the premiums paid. Thereserve held in the
Group's consolidated statement of financial position at the end of 2008 for this guaranteeis £113 million (2007: £30 million). Thereserveis calculated on a prudent basis and
isin excess of the economic liability. At the end of 2008, total sums at risk for these contracts were £1,279 million (2007: £63 million) out of total unit-linked funds of £14
billion (2007: £15 billion). The average age of policyholders was approximately 53. It is estimated that thisliability would increase by £59 million (2007: £17 million) if yields
were to decrease by 1% per annum and by £22 million (2007: £7 million) if equity markets were to decline by 10% from year end 2008 levels. These figures do not reflect our
ability to review the tariff for this option.

(ii) Netherlands

Guaranteed minimum return at maturity

In the Netherlands, it is market practice to guarantee a minimum return at maturity on traditional savings and pension contracts. Guarantees on older lines of business are 4%
per annum while, for business written since 1 September 1999, the guarantee is 3% per annum. On Group pensions business, it is often possible to recapture guarantee costs
through adjustments to surrender values or to premium rates.

Ontransition to IFRS, Delta Lloyd changed the reserving basis for most traditional contracts to reflect current market interest rates, for consistency with the reporting of assets
at market value. The cost of meeting interest rate guaranteesis allowed for directly in theliabilities. Although most traditional contracts are valued at market interest rate, the
split by level of guarantee shown below is according to the original underlying guarantee.

Thetotal liabilities for traditional business at 31 December 2008 are £14 billion (2007: £10 billion) analysed as follows:
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Liabilities Liabilities Liabilities Liabilities

3% guarantee 3% guarantee 4% guarantee 4% guarantee

31 December 31 December 31 December 31 December

2008 2007 2008 2007

£m £m £m £m

Individual 2,214 1,387 4,684 3,671
Group pensions 689 485 6,804 3,993
Total 2,903 1,872 11,488 7,664

DeltaLloyd has certain unit-linked contracts which provide a guaranteed minimum return at maturity from 4% pato 2% pa. Provisions consist of unit values plus an additional
reserve for the guarantee. The additional provision for the guarantee was £226 million (2007: £70 million). An additional provision of £121 million (2007: £19 million) in
respect of investment return guarantees on group segregated fund businessis held. It is estimated that the provision would increase by £255 million (2007: £211 million) if
yields were to reduce by 1% paand by £56 million (2007: £21 million) if equity markets were to decline by 10% from year end 2008 levels.

(i) Ireland

Guaranteed annuity options

Products with similar GAOs to those offered in the UK have been issued in Ireland. The current net of reinsurance provision for such optionsis £180 million (2007: £160
million). This has been calculated on a deterministic basis, making conservative assumptions for the factors which influence the cost of the guarantee, principally annuitant
mortality option take-up and long-term interest rates.

These GAOs are “inthe money” at current interest rates but the exposure to interest rates under these contracts has been hedged through the use of reinsurance, using
derivatives (swaptions). The swaptions effectively guarantee that an interest rate of 5% will be available at the vesting date of these benefits so there is reduced exposure to a
further decreasein interest rates.

“No MVR" guarantees
Certain unitised with-profit policies containing “no MVR" guarantees, similar to those in the UK, have been sold in Ireland.

These guarantees are currently “in-the-money” by £16 million (2007:" out-of-the-money” by £53 million). This has been calculated on a deterministic basis as the excess of the
current policy surrender value over the discounted value (excluding terminal bonus) of the guarantees. The value of these guaranteesis usually sensitive to the performance
of investments held in the with-profit fund. Amounts payable under these guarantees are determined by the bonuses declared on these policies. It is estimated that the
guarantees would be “in-the-money” by £16 million (2007: “ out-of-the-money” by £46 million) if yields were to increase by 1% per annum and by £16 million (2007: “ out-of-the-
money” by £29 million) if equity markets were to decline by 10% from year end 2008 levels. Thereis no sensitivity to either interest rates or equity markets since thereisno
longer any exposure to equity in these funds and a matching strategy has been implemented for bonds.

Return of premium guarantee
Until 2005, Hibernian Life wrote two tranches of linked bonds with areturn of premium guarantee, or a price floor guarantee, after five or six years. The provision for these over
and above unit and sterling reserves, at the end of 2008 is £18 million (2007: £0.1 million).

It is estimated that the provision would increase by £4 million (2007: £1 million) if equity markets were to decline by 10% from the year end 2008 levels. However, the
provision increase would be broadly off-set by an increase in the value of the hedging assets that were set up on sale of these policies. We would not expect any significant
impact on this provision as aresult of interest rate movements. It is estimated that the provision would increase by £2 million if property values were to decline by 10% from
year end 2008 levels. Thiswould be offset by an increase in the value of the hedging assets by £1 million, the difference reflecting the fact that only the second tranche was
hedged for property exposure.

(iv) Spain and Italy

Guaranteed investment returns and guaranteed surrender values

The Group has also written contracts containing guaranteed investment returns and guaranteed surrender valuesin both Spain and Italy. Traditional profit-sharing products
receive an appropriate share of the investment return, assessed on abook value basis, subject to a guaranteed minimum annual return of up to 6% in Spain and 4% in Italy on
existing business, while on new business the maximum guaranteed rate islower. Liabilities are generally taken as the face value of the contract plus, if required, an explicit
provision for guarantees calcul ated in accordance with local regulations. At 31 December 2008, total liabilities for the Spanish business were £5 billion (2007: £4 billion) with
afurther reserve of £19 million (2007: £16 million) for guarantees. Total liabilities for the Italian business were £5 billion (2007:£4 billion), with afurther provision of £55
million (2007: £48 million) for guarantees. Liabilities are most sensitive to changesin the level of interest rates. It is estimated that p