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Risk

Risks and risk
Management

By focusing on four core business lines

— life, general and health insurance and
asset management — we have chosen to
accept the risks inherent in these lines

of business

We achieve significant diversification of risk through our scale, our multi-product offering
to customers, the differing countries we choose to operate in and through the different
distribution channels we use to sell products to our customers.

Our business is about protecting our customers from the impact of risk. We receive
premiums which we invest in order to maximise risk-adjusted returns, so that we can
fulfil our promises to customers while providing a return to our shareholders. In doing
50, we accept the risks set out below:

Risks customers
transfer to us

Risks from
investments

Risks from our
operations and other
business risks

General insurance risk:
Avrising from loss events
(fire, flooding, windstorms,
accidents etc.).

Health insurance risk:
Healthcare costs and loss
of earnings arising from
morbidity risk (customers
falling ill).

Life insurance risk:
Includes longevity risk
(annuitants living longer
than we expect), mortality
risk (customers with life
protection dying), expense
risk (the amount it costs us
to administer policies) and
persistency risk (customers
lapsing or surrendering
their policies).

Some of our life and
savings contracts provide
guaranteed minimum
investment returns to
customers, and as a result
we accept from them
investment type risks such
as credit and market risk
in order to offer upside
potential but provide
protection against the
downside.

Uncertain returns on our
investments as a result of
credit risk (actual defaults
and market expectation of
defaults) and market risks
(resulting from fluctuations
in asset values, including
equity prices, property
prices, foreign exchange
rates and interest rates)
affect our ability to fund
our promises to customers
and other creditors, as well
as pay a return to our
shareholders.

Liquidity risk is the risk of
not being able to make
payments as they become
due because there are
insufficient assets in cash
form. The relatively illiquid
nature of insurance
liabilities is a potential
source of additional
investment return by
allowing us to invest in
higher yielding, but less
liquid assets.

Operational risk is the
risk of direct or indirect
loss, arising from
inadequate or failed
internal processes, people
and systems, or external
events including changes
in the regulatory
environment.

Such operational failures
may adversely impact
customers directly or our
reputation with the public,
customers, agents and
regulators, and impair our
ability to attract new
business.

Asset management risk
is the risk of customers
redeeming funds, not
investing with us or
switching funds, resulting
in reduced fee income. We
manage funds on behalf of
our customers, so they do
not have to manage the
credit, market and
operational risks which
otherwise they would have
to manage themselves.

6

The key is to
understand the risk
that you're taking
and the reward that
you get from it.

John Lister
Group Chief Risk Officer

9

How we manage our risks

Our core expertise is understanding and
managing these risks, so that we can
competitively price our products, deliver
on our promises to customers and provide
sustainable earnings growth to our
shareholders.

We manage risk through our choice of
business strategy, underpinned by our
business culture and values, continuously
seeking to identify opportunities to
maximise risk-adjusted returns. Rigorous
and consistent risk management is
embedded across the Group through our
risk management framework, which
includes the following key elements:

1. Our risk appetite framework
2. Our risk management processes

3. Our risk governance
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Our risk management framework
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1. Our risk appetite framework

Our risk appetite framework comprises:

e Overarching risk appetites:
Quantitative expressions of the level of
risk we can support (e.g. capital we are
prepared to put at risk)

¢ Risk preferences: Qualitative
statements on the risks we believe we
are capable of managing to generate
a return, risks we can support but need
to be controlled, and risks we seek to
avoid or minimise

e Operating risk limits and tolerances:
Quantify specific boundaries (e.g. limits
on specific risks).

The Aviva Board has approved four risk

appetite statements:

¢ Economic capital: Based on economic
capital at risk in an extreme loss event
over a one year time horizon

¢ European Insurance Groups Directive
(IGD) capital: Based on maintaining an
appropriate level of required regulatory
solvency capital in a severe loss event

e Liquidity: Based on stressing one year
forecast central liquid assets and cash
inflows and outflows (covering Group
centre costs, debt costs and dividends)

¢ Franchise value: Long-term sustainability
depends upon the protection of franchise
value and good customer relationships.
As such, Aviva will not accept risks that
materially impair the reputation of the
Group and requires that customers are
always treated with integrity.

Risk appetites are clearly defined,
refreshed on a regular basis and form part
of the planning process. Risk appetites
exist in aggregate and by risk type.

2. Our risk management processes

The core business processes we use to
identify, measure, manage, monitor
and report IMMMR) risks, delivered
by our organisation and people, are
set out below:

Identify and measure
Risk identification is carried out on a
regular basis, including as part of the
business planning process and any major
business initiatives, and draws on a
combination of internal and external data,
covering both normal conditions and
stressed environments. Risks are recorded
on a business-wide key risk register.

We measure risks on the basis of
economic capital (as well as other bases
if appropriate) to determine their
significance, relative to the potential return
and to appropriately direct resources to
their management.

Manage and monitor

Monitoring ensures that the risk
management and mitigation approaches
(accept, avoid, transfer, control) in place
are effective. Monitoring may also identify
risk-taking opportunities.

We regularly monitor our risk
exposures against risk appetites, as well as
key risk indicators against operating and
financial risk limits and tolerances. Early
warning indicators are monitored as
triggers for management action, such as
putting into effect pre-prepared
contingency plans.

We monitor the effectiveness of
controls in place to manage operational
risks, including compliance with the
Group's internal business standards.

Report

Risk reporting is dynamic, focused on:

® Material risks and trends

¢ Performance and the impact on the
risk profile, historical and prospective

e Decisions, taking account of risk
reward trade-offs

e Projections/forward-looking views

e Mitigating actions

* Risk vs. appetite

Supported by our organisation

and people

Good risk management is supported by
our staff having clear roles and
responsibilities, the right skills and
capabilities, and the right incentives and
rewards. We strive to embed a risk-aware
culture and values in our business through
employee training and communications.

3. Our risk governance

Risk is governed through group-wide risk
policies and business standards, risk
oversight committees and clear roles,
responsibilities and delegated authorities.
The Aviva plc Board is responsible for
setting the Group’s risk appetite and
establishing and operating controls to
assess and manage the risks. The Board
delegates ‘day-to-day’ risk management to
the Group CEO, who delegates operational
aspects to executives within the Group
through delegated authority letters.

Line management in the business is
accountable for risk management, which
together with the risk function and
internal audit form our ‘three lines of
defence’ of risk management.

1st line

Functions (Product development/

Underwriting/ Sales & Distribution/

Customer service/Claims handling/

Finance & Capital/Investment/IT/HR/

Legal/Procurement)

Accountable for the management

of all risks relevant to the business

of the function.
1

2nd line

Risk (including regulatory

compliance and actuarial oversight

functions)

Accountable for providing objective

challenge and oversight of the business’

management of all risks and for

developing and maintaining the risk

management framework.
1

3rd line

Internal Audit

Accountable for providing reliable
independent assessment and reporting
to the Group and business unit Audit
and Risk Committees, Board members
and Executive Management of Aviva plc
and its subsidiaries on the adequacy and
effectiveness of the risk management
and control frameworks operated by the
1st and 2nd lines of defence.
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Risk continued

Principal risk types

The types of risk to which the Group is exposed, described in the table below, have not changed significantly over the year.
The principal impact on the Group's risk profile of the planned acquisition of Friends Life, subject to successful completion,

will be to increase our exposure to equity price risk and UK life insurance risks, in particular persistency risk. The operational
risks of integration will also require close management.

Risk type
Credit risk

e Credit spread and
default @

Market risk

e Equity price 4

® Property

* |nterest rate

e Foreign exchange
e Inflation

Life and health
insurance risks

e Longevity ¢
e Persistency

e Mortality

e Morbidity

e Expenses

* New business

General insurance

risk

¢ Gl catastrophe

¢ Gl reserving (latent and

non-latent)

¢ Gl underwriting / new

business

Liquidity risk

Asset management

risk

® Retention
¢ New business
® Expenses

Operational risk

e Conduct & reputation

e Legal & regulatory
® People

® Process

e Data security

¢ Technology

Risk preference

We take on credit risk as we believe
we have the expertise to manage it.
As an insurer, we benefit from
being able to invest for the long
term due to the relative stability and
predictability of our cash outflows.

We actively seek some market risks
as part of our investment and
product strategy. We have a limited
appetite for interest rate, foreign
exchange and inflation risks as we
do not believe that these are
adequately rewarded.

We take measured amounts of life
and health insurance risks where we
have the appropriate core skills in
underwriting. We like longevity and
mortality risks as they diversify well
(i.e. have little or no correlation)
against other risks we retain.

We take general insurance risk in
measured amounts for explicit
reward, in line with our core skills in
underwriting and pricing. We have
a preference for those risks that we
understand well, that are
intrinsically well managed and
where there is a spread of risks in
the same category. Gl risk
diverisifies well with our life
insurance and other risks.

The relatively illiquid nature of
insurance liabilities is a potential
source of additional investment
return by allowing us to invest in
higher yielding, but less liquid,
assets such as commercial
mortgages.

Risks specific to asset management
should generally be reduced to as
low a level as is commercially
sensible, on the basis that taking on
these risks will rarely provide us with
an upside.

Operational risk should generally be
reduced to as low a level as is
commercially sensible, on the basis
that taking operational risk will rarely
provide us with an upside, and
operational failures may adversely
impact our reputation, impairing our
ability to attract new business, or
lead to poor customer outcomes.

Mitigation

Risk appetites set to limit overall level of credit risk

Credit limit framework imposes limits on credit concentration by
issuer, sector and type of instrument

Investment restrictions on sovereign and corporate exposure to some
eurozone countries

Credit risk hedging

Specific asset de-risking

Risk appetites set to limit exposures to key market risks

Active asset management and hedging in business units
Scaleable Group-level equity and foreign exchange hedging
programme

Pension fund de-risking

Asset and liability duration matching limits impact of interest rate
changes and actions taken to manage guarantee risk, through
product design

Risk appetites set to limit exposures to key life and health insurance
risks

Risk selection and underwriting on acceptance of new

business

Product design that ensures products and propositions meet
customer needs

Use of reinsurance to mitigate mortality/morbidity risks

Staff pension scheme longevity swap covering approximately

£5 billion of pensioner in payment liabilities

Risk appetites set to limit exposures to key general insurance risks
Extensive use of data, financial models and analysis to improve
pricing and risk selection

Underwriting limits linked to delegations of authority that govern
underwriting decisions

Product development in management framework that ensures
products and propositions meet customer needs

Documented claims management philosophies and procedures
Use of reinsurance to reduce the financial impact

of a catastrophe and manage earnings volatility

Maintaining committed borrowing facilities (£1.55 billion)' from
banks

Asset liability matching methodology develops optimal asset
portfolio maturity structures in our businesses to ensure cash flows
are sufficient to meet liabilities

Commercial paper issuance

Contingency Funding Plan in place to address liquidity funding
requirements in a significant stress scenario

Product development and review process

Investment performance and risk management oversight and review
process

Propositions based on customer needs

Client relationship teams managing client retention risk

Application of enhanced business standards covering key processes
Monitoring of controls through assurance activity and information
on the operation of the control environment from management,
internal audit and risk functions, supported by operational risk and
audit registers and first line control logs

Scenario based approach to determine appropriate level of capital
for operational risks

Conduct risk management framework

@ Aviva's top three risks ranked by economic capital at risk in a 1-200 year loss event over a one year time horizon.

1 Asat 31 December 2014.
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Emerging risks and
causal factors

We also manage and monitor risks and
causal factors which may impact our
longer term profitability and viability, in
particular our ability to write profitable
new business. For example, such risks
and factors include:

¢ Climate change — potentially resulting
in higher than expected weather-related
claims and inaccurate pricing of general
insurance risk.
¢ New technologies - failure to
understand and react to the impact
of new technology and its effect on
customer behaviour and how we
distribute products could potentially result
in our business model becoming obsolete.
¢ Regulatory change — our businesses
face considerable regulatory change as
a result of Solvency Il, our designation by
the Financial Stability Board as a Global
systemically important insurer (G-SIl) and
developments in conduct regulation,
which will affect how much capital we
hold, how we operate and how we sell
and distribute our products. While
ongoing consultations on implementing
standards and supervisory guidelines
have reduced the level of uncertainty
over the final capital impact on our
business of Solvency Il (effective
1 January 2016), some uncertainty
remains, including over the outcome
of the Group’s application to use an
internal model to calculate our capital
requirements.
Political risk — governments in the
markets in which we operate incentivise
long-term saving and private pension
provision through tax benefits, while also
providing an alternative through state
provision. In some markets there are (or
could be in the future) restrictions and
controls on premium rates, rating factors
and charges. Any change in public policy
could influence the demand for, and
profitability of, our products. For example,
in March 2014 the UK Government
announced the end of compulsory
annuitisation, which has significantly
reduced demand for individual annuities.
The diversity of our product offering and
the geographies in which we operate
partly mitigates this risk.
Cyber crime — criminals may attempt to
access our IT systems to steal or utilise
company and customer data, or plant
malware viruses, in order to access
customer or company funds, and/or
damage our reputation and brand. While
we have IT security and data encryption
to prevent this happening, the increasing
sophistication of criminals and the focus
on digital automation as part of our
strategy make this an increasing risk.

Case study

Being prepared for
the worst

The Group and its businesses have
contingency plans in place to ensure a
swift and effective response in case risks
crystallise into major loss events, including:

¢ Financial Event Response Plans — to
ensure we can respond promptly to severe
adverse financial events (e.g. equity market
crash, sovereign default etc.) that may
weaken the financial position of Aviva

¢ Business Continuity Plans — to ensure
we can continue to operate and serve
our customers in the event of terrorism,
pandemic, cyber-attack or other events
disrupting our operations

¢ Major Incident Response Plans — to
ensure we can maintain our level of
customer service in response to a spike in
demand resulting from a major weather
event (e.g. floods, windstorms) or other
loss event.

We use ‘war-gaming’ to test the
effectiveness of our plans in the event
these risks crystallise.

* Prolonged low interest rate
environment — if current low interest
rates continue for a prolonged period it
will adversely affect the ‘spread’ we can
earn between the returns we can offer
customers and the return we earn on
our investments, as well as the
attractiveness of the returns we can offer
to new customers.

¢ Macroeconomic growth — the
slowdown in economic growth in Asia,
and re-emerging concerns over the
economic performance of the eurozone,
could precipitate a wider global economic
slowdown, which could adversely impact
our investments, customer retention and
new business levels.

¢ New and emerging latent claims
—new claims on policies written a long
time in the past may arise as a result of
future court judgements extending
liability, new legislation, new historic
evidence and interpretation, emerging
medical science on health effects of
long-term exposures to chemicals etc.
Examples over the last 30 years include
asbestosis, repetitive strain injury and
industrial deafness.

¢ Medical advances and healthier life
styles — medical advances and healthier
life styles may increase life expectancy of
our annuitants and thus future payments
over their lifetime may be in excess of the

amounts we currently expect. Historic
examples include the positive impact on
life expectancy of reduced rates of
smoking over the last 40 years.
¢ Pandemics, new diseases and
antibiotic resistance - the adverse
impact on mortality could negatively
impact the profitability of our life
protection products, increase private
health insurance claims, and even affect
general insurance claims. A pandemic
might also disrupt our operations.
Big Data - failure to keep pace with
the use of data to price more accurately
and to detect insurance fraud could
lead to loss of competitive advantage
and financial losses.
Changes in customer behaviour
— changes in the legal environment or
as a result of advances in technology
may change the rates at which
customers exercise options embedded
in their contracts or enable them to take
advantage of additional information
available to them to exercise options in
a way that is adverse to us.

See pages 18 and 52 on how we address
the risks of new technologies and climate
change through our business strategies
and corporate responsibility respectively.
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Our governance

Dear
shareholder

Your Board firmly believes that a
sound governance framework is
essential in supporting management
in delivering the Group’s strategy to
drive business success.

6

Our governance
responsibilities are
particularly important
when significant
transactions are being
considered

John McFarlane
Chairman

9

This ensures that your investment and the
assets of the Company are protected. As a
Board we take these governance
responsibilities seriously and they are
particularly important when significant or
transformational transactions are being
considered.

This is clearly the case in respect of the
proposed acquisition of Friends Life. Given
the materiality of the transaction, the
Board as a whole carefully deliberated the
merits of the transaction, ensured that a
robust due diligence process was followed
and fully considered the risks, mitigations
and opportunities presented by the
transaction. This oversight will continue
throughout the acquisition process. The
Board will continue to ensure that the
same high standards of internal control
and risk management are implemented
throughout the enlarged Group to support
its long-term success. | believe
management has a clear plan to achieve
the strategy agreed by the Board and this
will continue to evolve as we integrate
Friends Life.

Key activities during 2014

Board

Reflecting on the results of the Board and
Committees effectiveness evaluation
conducted at the end of 2013, the Board
considered the balance of skills,
knowledge and experience on the Board
and its committees. The committees were
all considered effective, however the Board
agreed that there was merit in making
some changes to the membership of some
of the committees.

Governance Committee

We have further refined this committee’s
remit during the year to include oversight
responsibility for conduct risk, in particular
in relation to those risks that may impact
customer outcomes and have a potential
reputational impact. This has been a key
focus of the committee during the year
with a push for consistent management
information on conduct risk. The
committee also became responsible for
monitoring talent management and
development programmes, and during the
year implemented initiatives to ensure that
robust succession plans are in place and a
sustainable future workforce is created.

Audit Committee

The Audit Committee continued to
monitor the internal control environment
and the nine key control topics identified
by management (see the Audit
Committee’s report in the Annual report
and accounts for further details). In
particular, new protocols are being
developed to improve oversight of the
Group'’s joint ventures. The committee is
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also overseeing the rollout of the
Integrated Assurance Framework (IAF)
across the Group. In time this will provide
a central mechanism to further improve
the monitoring and management of the
Group's control environment.

The committee also continued to
monitor the integrity of the Group's
financial reporting, focussing on their fair
presentation, the reasonableness of
financial assumptions and judgement
factors and the appropriateness of
accounting policies.

In the 2013 Annual report and
accounts we reported that we had
identified controls failings in Aviva
Investors that happened between August
2005 to June 2013. In February 2015,
Aviva Investors reached a settlement with
the FCA in relation to this and agreed to
pay a fine of £17.6 million. Aviva Investors
has committed significant resources to
enhancing its control environment. Aviva
Investors has fixed the issues, improved
the systems and controls and made
substantial changes to the management
team.

Risk Committee
During the year the committee closely
scrutinised the Group's work towards
compliance with Solvency Il (Sll), reviewing
and approving interim measures on the
path to compliance, including an Internal
Model Validation Business Standard and,
later in the year, the methodology and
assumptions for the Individual Capital
Adequacy submission to be made in 2015.
With the Group’s designation as a
Global Systemically Important Insurer
(G-SlI), it was important for the committee
to scrutinise the G-SII recovery and
resolution plans. The committee also
reviewed management plans to address
potential future capital requirements that
might be required either as a result of
either being classified as a G-Sll or the
transition to Solvency |l.

Remuneration Committee

As advised in last year's Annual report,
during 2014 the committee undertook a
strategic review of executive remuneration
to ensure that the Directors’ Remuneration
Policy remained fit for purpose, aligned to
the achievement of strategy, competitive,
consistent with good governance and
regulatory practice and compliant with
relevant regulation. It was recognised at
the time that such a strategic review might
require the Company to propose changes
to the policy at the 2015 annual general
meeting (2015 AGM). Details of the review
process, consultation and conclusions
reached by the committee can be found in
the Directors’ remuneration report in the
Annual report and accounts, as can detail
of the proposed revised policy. We are

confident that we now have a fair and
balanced set of policy changes, which
align the interests of executives with the
long term success of the Company, and
hope you support these at this year's AGM.

Nomination Committee

The principal role of the committee is to
keep under review the composition of the
Board to ensure that it has the right
balance of skills, knowledge, experience
and diversity. Increasing female
representation on the Board to at least
25% remains our firm aim; however
appointments will not be made on the
basis of gender alone and will be made on
merit and have regard to other criteria
identified by the committee.

During the year, Scott Wheway chaired
committee meetings to consider
candidates to be appointed as Chairman
upon my retirement following the 2015
AGM. Details regarding the process by
which Sir Adrian Montague was
recommended to the Board are set out in
the Nomination Committee’s report in the
Annual report and accounts.

The proposed acquisition of Friends
Life has given the committee an

opportunity to consider the composition of

the Board of the enlarged Group. As a
result, the committee has recommended
to the Board that Andy Briggs and Sir
Malcolm Williamson be appointed as
directors of the Board following successful
completion of the transaction.

Having considered each Non-Executive
Director’s independence, each director’s
contribution to the Board, and their
suitability for re-election, the committee
supports the re-election of all Board
members standing for re-election at the
2015 AGM.

UK Corporate Governance Code
During the year the Company has been
compliant with all relevant provisions of
the 2012 UK Corporate Governance Code

(the Code). A new version of the Code was

published in September 2014 and the
Company intends to be compliant with all
new relevant provisions in the timeframes
dictated by the Code. We disclose details
of how we comply with the Code
throughout the Directors” and corporate
governance report and the Directors’
remuneration report in the Annual report
and accounts.

John McFarlane
Chairman
4 March 2015

|
Length of tenure of
Non-Executive Directors

’

0-3 years 5

3-6 years 2
I 6-9 years 1
B -9 years 0
Geographical mix

UK 6

us 2
I Australasian 3
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Board of directors

Board of
directors

We have a strong, experienced
and diverse Board with a good
balance of skills




Aviva plc Strategic report 2014 | 63

It will be a privilege
to chair Aviva’s Board.

Sir Adrian Montague, CBE

01. John McFarlane
Chairman

02. Mark Wilson
Group Chief Executive Officer

03. Tom Stoddard
Chief Financial Officer

04. Sir Adrian Montague, CBE
Senior Independent Director

05. Glyn Barker
Independent Non-Executive Director

06. Patricia Cross
Independent Non-Executive Director

07. Michael Hawker, AM
Independent Non-Executive Director

08. Gay Huey Evans
Independent Non-Executive Director

09. Michael Mire
Independent Non-Executive Director

10. Bob Stein
Independent Non-Executive Director

11. Scott Wheway
Independent Non-Executive Director
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Board of directors continued

John McFarlane
Chairman
b.1947

John was appointed to the Board in
September 2011 and became Chairman
on 1 July 2012. He chairs the Nomination
Committee. He is Chairman of FirstGroup
plc (transport operator), and is a Non-
Executive Director of Barclays plc
(banking), Westfield Corporation (retail
mall developer and operator) and Old Oak
Holdings Ltd (financial holding company).

Previously, John was Chief Executive
Officer of Australia and New Zealand
Banking Group Ltd (banking), Executive
Director at Standard Chartered plc
(banking), head of Citicorp Investment
Bank Ltd and later head of Citicorp and
Citibank in the United Kingdom and
Ireland (banking). Formerly a Non-
Executive Director of The Royal Bank of
Scotland Group plc (banking) and Capital
Radio plc (media) and a director and
council member of the London Stock
Exchange. He was also a Non-Executive
Director of the Securities Association (UK
securities regulator), the Auditing Practices
Board (auditing regulator) and the Business
Council of Australia. He has extensive
experience in banking, including
investment, corporate and retail banking,
and in general management, insurance,
strategy, risk and cultural change.

On 12 September 2014, it was
announced that John McFarlane would
step down as Chairman of the Aviva
Group. John will remain as Chairman of
the Aviva Group until the conclusion of
the 2015 AGM, at which point Sir Adrian
Montague will be appointed in his place,
subject to his re-election.

Mark Wilson

Group Chief Executive Officer

b.1966

Mark joined the Board in December 2012
and became the Group Chief Executive
Officer on 1 January 2013. He was
formerly Chief Executive Officer and
President of AIA Group (insurance) which
he repositioned into the leading pan-Asian
insurance company, improved its market
valuation, successfully navigated the
company through the global financial crisis
and prepared it for an IPO. The company
emerged as a stronger and significantly
more valuable independent entity, leading
to the largest IPO in corporate history in
Hong Kong.

Mark was previously Chief Executive
Officer of AXA China and Chief Executive
Officer of AXA South East Asia (insurance).
He also held a number of senior
management positions at National Mutual
(insurance) in New Zealand, where he
progressed through many of the major

business functions, gaining a deep and
broad knowledge of the business.

Mark has over 25 years of operational
and executive experience in the insurance
industry across life assurance, general
insurance and asset management, in
both mature and growth markets. He has
extensive experience of leading major
international insurance companies and has
an excellent track record as a focused and
inspirational business leader.

Tom Stoddard
Chief Financial Officer
b.1966

Tom joined Aviva in April 2014 as Chief
Financial Officer and a member of the
Aviva Group Executive. He has worked
primarily as an investment banker,
including advising Aviva. He also has
experience as a corporate lawyer and an
asset based lender. From 2008 to 2014,
Tom was Senior Managing Director, Head
of Global Financial Institutions Advisory,
at the investment and advisory firm
Blackstone Advisory Partners LP with
responsibility for successfully driving
Blackstone’s business of advising banks,
insurers and other financial institutions
globally on M&A and restructuring.

He also held senior investment banking
positions at Donaldson, Lufkin & Jenrette
(investment company) and its successor,
Credit Suisse (financial services holding
company), where he led the global
insurance group as Managing Director.
Tom also practiced corporate and securities
law with Cravath, Swaine & Moore LLP
(U.S. law firm) from 1992 to 1994.

Sir Adrian Montague, CBE
Senior Independent Director
b.1948

Sir Adrian was appointed to the Board

in January 2013 and became Senior
Independent Director in May 2013. He is
a member of the Audit, Governance and
Nomination Committees. He is currently
Chairman of 3i Group plc (private equity),
The Manchester Airport Group plc and
The Point of Care Foundation (charity) and
a Non-Executive Director of Skanska AB
(construction) and Cellmark Holdings AB
(forest products).

He was formerly Chairman of Anglian
Water Group Ltd (utilities), Friends Provident
plc (life insurance), British Energy Group plc
(utilities), Michael Page International plc
(recruitment), and Cross London Rail Links
Ltd (Crossrail) and was formerly Deputy
Chairman of Network Rail Ltd (railway
network provider), Partnerships UK plc
(public private partnership) and UK Green
Investment Bank plc (investment bank).

He was also previously Chief Executive
of the Treasury Taskforce and a trustee

of Historic Royal Palaces. Sir Adrian has
significant experience in the financial
services industry and in government and
regulatory circles. He is a qualified solicitor
and was formerly a partner at Linklaters

& Paines.

On 12 September 2014, it was
announced that John McFarlane would
step down as Chairman of the Aviva
Group. John will remain as Chairman of
the Aviva Group until the conclusion of
the 2015 AGM, at which point Sir Adrian
Montague will be appointed in his place,
subject to his re-election.

Glyn Barker
Independent Non-Executive Director
b.1953

Glyn was appointed to the Board in
February 2012 and is Chairman of the
Audit Committee and a member of the
Risk and Nomination Committees. He is
currently Chairman of Irwin Mitchell (law
firm), a Non-Executive Director of
Transocean Limited (offshore drilling),
Berkeley Group Holdings plc (construction)
and a trustee of English National Opera.
He was formerly Vice Chairman, UK of
PricewaterhouseCoopers LLP with
responsibility for leading the executive
team for Europe, Middle East, Africa and
India region following a long and
successful career with the firm. Glyn has
extensive experience as a business leader
and a trusted adviser to FTSE100
companies and their boards on a wide
variety of corporate and finance issues.
He possesses a deep understanding of
accounting and regulatory issues together
with in-depth transactional and financial
services experience.

Patricia Cross

Independent Non-Executive Director
b.1959

Patricia joined the Board in December
2013. She chairs the Remuneration
Committee and is a member of the Audit
and Nomination Committees. She is
currently a Non-Executive Director of
Macquarie Group Limited (banking)
and Macquarie Bank Ltd (banking)
and Chairman of the Commonwealth
Superannuation Corporation (Federal
Government pension fund).

She is a Director of the Grattan
Institute (Australian think tank) and an
Ambassador for the Australian Indigenous
Education Foundation (charity). Patricia
was formerly a Non-Executive Director of
Qantas Airways Ltd (airline) and National
Australia Bank Ltd (NAB) (financial
services). She was a Non-Executive
Director at Wesfarmers Ltd (conglomerate
including insurance), Suncorp-Metway Ltd
(insurance and banking) and AMP Ltd
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(wealth management and life insurance).
She was formerly Chairman of the Qantas
Superannuation Fund (pension fund),
Deputy Chairman of Victoria's Transport
Accident Commission (statutory insurer,
Australia) and served in honorary
Australian Government roles including the
Australian Financial Centre Forum and the
Financial Sector Advisory Council, as well
as on numerous charities. She was also
Executive General Manager, wholesale
banking and finance at NAB, and held a
number of senior executive positions at
Chase Manhattan Bank and Banque
Nationale de Paris (banking).

Patricia has significant experience as
both an Executive and Non-Executive
Director across a wide range of financial
services and other regulated industries in
the U.S., Europe and Australia.

Michael Hawker, AM
Independent Non-Executive Director
b.1959

Michael was appointed to the Board in
January 2010 and is Chairman of the Risk
Committee and a member of the Audit
and Nomination Committees. He is
currently Non-Executive Director of
Macquarie Group Limited, Macquarie Bank
Limited (banking) and Washington H Soul
Pattinson and Company Ltd (investment).
Michael is Independent Non-Executive
Chairman of the Australian Rugby Union,
Non-Executive Director of SANZAR Pty Ltd
and is Non-Executive of the International
Rugby Board (rugby union). With respect
to medical research, Michael is Chairman
of The George Institute for Global Health
(research institution). He was formerly
Chief Executive and Managing Director
of Insurance Australia Group (insurance),
Group Chief Executive of business and
consumer banking at Westpac Banking
Corporation (banking) and Chairman of
the Insurance Council of Australia
(insurance representative body).

Michael brings to the Board a wealth
of knowledge and experience gained over
a long career in the banking and insurance
industries, in both executive and non-
executive roles in Europe, Asia and Australia.

Gay Huey Evans
Independent Non-Executive Director
b.1954

Gay was appointed to the Board in

October 2011, is a member of the Risk,
Remuneration and Nomination Committees,
and chaired the Governance Committee
until February 2014. She is currently a
Non-Executive Director of ConocoPhillips
(exploration and production), Bank Itau BBA
International Ltd (banking), and the Financial
Reporting Council.

Gay is also a member of the
management board of the panel of
finance experts of the Panel of Recognised
International Market Experts in Finance
and a Trustee of Wellbeing of Women
(UK). She was formerly Vice Chairman of
the Board of International Swaps and
Derivatives Association, Inc. (ISDA),

Vice Chairman, Investment Banking

& Investment Management at Barclays
Capital (banking), a Non-Executive Director
of The London Stock Exchange Group plc
(stock exchange) and a trustee of The
Wigmore Hall Trust (charity). Prior to that,
Gay held senior management positions at
Citi Alternative Investments (investments)
and Bankers Trust Company (banking).

Gay has over 30 years of experience
within the financial services industry,
having held key positions in government
and in a number of global financial and
banking institutions and the Financial
Services Authority (regulatory predecessor
to the PRA and FCA).

Gay will retire from the Board from the
conclusion of the 2015 AGM.

Michael Mire
Independent Non-Executive Director
b.1948

Michael was appointed to the Board

in September 2013 and is a member of
the Governance, Risk and Nomination
Committees. He is currently the Senior
Independent Director at the Care Quality
Commission (the UK Government body
which regulates the quality of health and
adult social care and gives ratings to all
hospitals, whether public or private,
adult social care homes and services,
and primary medical care practices).

Michael was a Senior Partner at
McKinsey & Company (consultancy) where
he worked for more than 30 years until
July 2013. Initially an Associate in the
financial services practice at McKinsey,
he became a Partner in 1984 and Senior
Partner in 1991 and his career focused on
financial services, retail and transformation
programmes.

He started his career at Rothschild
(financial advisors) in 1970 as an Analyst
and then a Foreign Exchange Dealer and
spent three years seconded to the Central

Policy Review Staff (now the Number 10
Policy Unit) to work on major initiatives
including industrial policy and social security
reform. Michael has extensive experience of
advising companies on the implementation
of transformation programmes and also

has an in-depth understanding of the
financial services sector.

Bob Stein
Independent Non-Executive Director
b.1949

Bob was appointed to the Board in January
2013 and is a member of the Nomination,
Risk and Remuneration Committees. He is
currently a Non-Executive Director and
Chair of the Audit Committee of Assurant,
Inc (US specialty insurance), is a Director
and Chair of the Audit Committee of
Resolution Life Holdings, Inc. and is a
trustee emeritus of the Board of trustees
of the US Actuarial Foundation.

Bob spent most of his working life at
Ernst & Young (accountancy) in the US,
where he held a number of managing
partner roles including actuarial, insurance
and financial services practices in the US
and globally, culminating in being
Managing Partner, Global Actuarial Practice.

Bob brings significant accounting and
financial services experience to the Board.

Scott Wheway
Independent Non-Executive Director
b.1966

Scott was appointed to the Board

in December 2007, is Chairman of the
Governance Committee and is a member
of the Audit and Nomination Committees.
He is currently a Non-Executive Director
of Santander UK plc (retail bank).

He was formerly Chief Executive
Officer of Best Buy Europe (retail services),
Director of The Boots Company plc (now
known as The Boots Company Ltd)
(pharmacy), Managing Director and Retail
Director of Boots the Chemist at Alliance
Boots plc and Director of the British Retail
Consortium (trade association for the
UK retail industry). He has previously held
a number of senior executive positions
at Tesco plc, including Chief Executive
of Tesco in Japan.

Scott has a wealth of business
experience in the retail sector and his
understanding of customer priorities has
been greatly beneficial in driving the
customer agenda and excellence in
customer service within the business.
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01. Mark Wilson
Group Chief Executive Officer

Go to page 64 to read Mark’s biography.

02. Tom Stoddard
Chief Financial Officer

Go to page 64 to read Tom'’s biography.

03. Nick Amin

Chief Operations and Transformation
Officer

Nick joined Aviva in 2013 and has a strong
international background in consumer
banking and insurance; and significant
experience of general management,
business operations and transformation
projects over a 40 year career. Nick is
responsible for driving the transformation
programme across the Group, to improve
profitability and efficiency.

04. David Barral
Chief Executive Officer, Aviva UK & Ireland
Life Insurance

David joined Aviva in 1999 and has
spearheaded the UK Life business’
activities to champion the customer. He is
a Board Representative of the Association
of British Insurers, as well as chairman of
the ABI Retirement and Savings
Committee. In 2015, David’s priorities
include continuing to adapt to changes to
the UK annuities market, launching a new
retirement solutions direct-to-customer
platform and maximising the opportunity
of auto-enrolment.

05. Paul Boyle
Chief Audit Officer

Paul joined Aviva in 2010 and leads the
Internal Audit function which independently
assesses the effectiveness of the Group's
systems and controls for managing risk.
Paul has been a catalyst for a number of
improvements in those systems and
controls. Paul is a Chartered Accountant
and was previously Chief Executive of the
Financial Reporting Council.

06. Andrew Brem
Chief Digital Officer

Andrew joined Aviva in late 2014 and is
accountable for Aviva's digital product
innovation and transformation as our
customers increasingly choose digital as
their preferred way of dealing with us.
Andrew has held significant e-commerce
and digital leadership roles in international
and retail consumer businesses.

07. Kirstine Cooper
Group General Counsel and Company
Secretary

Kirstine joined Aviva in 1991 and is the
Group General Counsel and Company
Secretary. She is responsible for providing
legal and company secretarial services to
the Board and Group; legal risk
management; corporate responsibility and
public policy. She has held a number of
legal roles across the Group.

08. Christine Deputy
Group HR Director

Christine joined Aviva in 2013 and is
responsible for Human Resources and
communications. She aims to support
employees to reach their full potential, to
better serve our customers and to enable

Aviva to achieve outstanding performance.

Christine has a proven track record of
leading HR functions and delivering
cultural change programmes.

09. Khor Hock Seng
Chief Executive Officer, Aviva Asia

Khor joined Aviva in 2013 and is
responsible for Aviva’'s Asian businesses
including our new joint venture in
Indonesia, Astra Aviva Life. He has over 30
years of experience within the insurance
market in Asia and uses his deep business
understanding and extensive knowledge
of the Asian market and culture to drive
Aviva's success in the region.

10. John Lister
Group Chief Risk Officer

John joined Aviva in 1986 and leads
Aviva’s Risk function, regulatory
compliance and Solvency I
implementation. The function challenges
and oversees the Group’s management of
risks, and develops and maintains the risk
management framework. A qualified
fellow of the Institute of Actuaries, he has
held a number of senior roles in the UK
Life business, including Finance Director.

11. David McMillan
Chairman Global Health Insurance and
Chief Executive Officer, Aviva Europe

David joined Aviva in 2002 and is
responsible for Aviva's European and
Indian businesses and oversees all Health
businesses across the Group - a key
growth area and part of our composite
offering. David recently led the
restructuring of our Italian business as well
as the IPO of Aviva's Turkish Life joint
venture. He has held a number of senior
roles at Aviva.

12. Euan Munro
Chief Executive Officer, Aviva Investors

Euan joined Aviva in early 2014 and
recently launched a multi-strategy funds
range. In 2015 he aims to widen Aviva
Investors’ distribution network, harness
scalability within the organisation and
develop investment propositions for
customers. Prior to joining Aviva in January
2014, Euan held a number of senior
leadership roles at Standard Life, with
responsibility for fixed income and
multi-asset management.

13. Monique Shivanandan

Chief Information Officer

Monique joined Aviva in 2014. To achieve
the Digital First strategy her priorities are
to transform the Group’s IT estate, ensure
that the Group maximises digital capability
and that our customers’ digital experience
is in a secure environment. She has held
senior technology positions in both the
telecommunications and banking sectors.

14. Maurice Tulloch

Chairman Global General Insurance and
Chief Executive Officer, Aviva UK & Ireland
General Insurance

Maurice joined Aviva in 1992 and oversees
the general insurance businesses globally,
and leads the UK & Ireland General
Insurance business. He is at the forefront
of change to the industry and is Chairman
of the Association of British Insurers’
General Insurance Management
Committee. He was formerly Chief
Executive Officer of Aviva Canada.

15. Chris Wei
CEO Global Life Insurance and
Chairman Asia

Chris joined Aviva in October 2014 and

is responsible for the overall growth and
profitability of Aviva's Life Insurance
businesses. He aims to achieve this by
providing excellent customer service and
expanding our multi-distribution
platforms. Prior to joining Aviva Chris was
Group CEO of Great Eastern Holdings Ltd,
a leading insurance company in Asia.

16. Jason Windsor
Chief Capital and Investments Officer

Jason joined Aviva in 2010 and is
responsible for capital management and
allocation, investments, treasury and
reinsurance. His aim is to achieve better
returns on capital and investments across
the Group, consistent with the strategic
anchor and risk appetite. He was previously
a Managing Director in the Financial
Institutions Group at Morgan Stanley.
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Remuneration

Extract of Directors’ remuneration report

This section of the Strategic report shows a summary of the pay received by executive and non-executive directors in respect of 2014.
For full details on both our proposed remuneration policy and our application of the current remuneration policy during 2014, please
refer to the full Directors’ Remuneration Report (DRR) section of the Annual Report and Accounts. The DRR also contains a detailed
letter from the Chairman of the Remuneration Committee, Patricia Cross, summarising the objectives of our reward policy and of the
Strategic Reward Review undertaken during 2014.

Single total figures of remuneration for 2014 — Executive Directors and Non-Executive Directors (audited information)

The table below sets out in the required form the total 2014 remuneration for each of our Directors who served with the Company
during 2014.

| s s |
Total 2014 remuneration — Executive Directors and Non-Executive Directors

Basic salary / Fees Benefits Annual bonus? LTIP Pension® Total
2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013°
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Executive Directors
Mark Wilson 980 980 54 239 1,274 1,103 - - 292 293 2,600 2,615
Thomas Stoddard 458 - 83 - 526 - - - 120 - 1,187 -
Former Executive
Director
Patrick Regan' 175 720 5 37 - - - - 48 199 228 956
Total emoluments of
Executive Directors 1,613 1,700 142 276 1,800 1,103 - - 460 492 4,015 3,571
Chairman/executive
chairman
John McFarlane 550 550 61 101 - - - - - - 611 651
Current Non-Executive
Directors
Glyn Barker 136 122 1 - - - - - - - 137 122
Patricia Cross 123 8 1 1 - - - - - - 124 9
Michael Hawker 136 137 1 1 - - - - - - 137 138
Gay Huey Evans 104 105 1 1 - - - - - - 105 106
Michael Mire 103 29 1 1 - - - - - - 104 30
Sir Adrian Montague 138 113 15 2 - - - - - - 153 115
Bob Stein 104 89 1 1 - - - - - - 105 90
Scott Wheway 124 118 1 1 - - - - - - 125 119
Total emoluments of
NEDs* 1,518 1,271 83 109 - - - - - - 1,601 1,380
Total emoluments of
All Directors 3,131 2,971 225 385 1,800 1,103 - - 460 492 5,616 4,951
Notes

1 MrRegan tendered his resignation as CFO on 22 January 2014 and left the Board and the Group on 28 March 2014, and so received no bonus award for 2013 or
2014.

2 Bonus payable in respect of the financial year including any deferred element at face value at date of award.

3 Pension contributions consist of employer contributions into the defined contribution section of the Aviva Staff Pension Scheme, excluding salary exchange
contributions made by the employees, plus payments in lieu of pension above the lifetime or annual allowance caps.

4 The total amount paid to NEDs in 2014 was £1,601,000 which is within the limits set in the Company'’s articles of association, which have previously been approved
by shareholders.

5 The prior year total has been recalculated to show the directors that continued in office during all or part of the current year and excludes remuneration of directors
that left in the prior year.
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Independent auditor’s report to the members of Aviva plc

We have examined the supplementary financial information included within the Strategic Report for the year ended 31 December
2014, which comprises the Consolidated income statement, the Consolidated statement of comprehensive income, the Reconciliation
of Group operating profit to profit for the year, the Consolidated statement of financial position and related notes.

Respective responsibilities of the directors and the auditors

The directors are responsible for preparing the Strategic Report, in accordance with the Companies Act 2006 which includes
information extracted from the full annual financial statements and the auditable part of the Directors’ remuneration report of Aviva
plc for the year ended 31 December 2014.

Our responsibility is to report to you our opinion on the consistency of the summary financial information, included within the
Strategic Report with those full annual financial statements and the auditable part of the Directors’ remuneration report.

This statement, including the opinion, has been prepared for and only for the Company’s members as a body and for no other
purpose. We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other person to whom this
statement is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Basis of opinion

Our examination involved agreeing the balances disclosed in the summary financial information to full annual financial statements.
Our audit report on the company'’s full annual financial statements and the auditable part of the Directors’ remuneration report
describes the basis of our opinion on those financial statements and the auditable part of that report.

Opinion
In our opinion the supplementary financial information is consistent with the full annual financial statements and the auditable part of
the Directors’ remuneration report of Aviva plc for the year ended 31 December 2014.

PricewaterhouseCoopers LLP

Chartered Accountants and Statutory auditors
London

4 March 2015

1 The maintenance and integrity of the Aviva plc website is the responsibility of the directors; the work carried out by the auditors does not involve consideration of
these matters and, accordingly the auditors accept no responsibility for any changes that may have occurred to the full annual financial statements or the
supplementary financial information since they were initially presented on the website.

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

The auditors’ report in the annual report and accounts for the year ended 31 December 2014 was unqualified and does not contain
any statement under section 498(2) (accounting records or returns inadequate or accounts or directors’ remuneration report not
agreeing with records or returns) or section 498(3) (failure to obtain necessary information and explanations) of the Companies Act
2006 and the auditors’ statement in that annual report and accounts under section 496 (whether strategic report and directors’
report is consistent with accounts) of that Act was unqualified.
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Summary of consolidated financial statements

Consolidated income statement
For the year ended 31 December 2014

2014 2013
£m £fm

Continuing Continuing  Discontinued’
operations operations operations

Income

Gross written premiums 21,670 22,035 1,589

Premiums ceded to reinsurers (1,614) (1,546) (100)

Premiums written net of reinsurance 20,056 20,489 1,489

Net change in provision for unearned premiums 1 134 —

Net earned premiums 20,057 20,623 1,489

Fee and commission income 1,230 1,279 28

Net investment income 21,889 12,509 2,340

Share of profit after tax of joint ventures and associates 147 120 —

Profit on the disposal and remeasurement of subsidiaries, joint ventures and associates 174 115 808

43,497 34,646 4,665

Expenses

Claims and benefits paid, net of recoveries from reinsurers (19,474) (22,093) (2,037)

Change in insurance liabilities, net of reinsurance (5,570) 2,493 (312)

Change in investment contract provisions (6,518) (7,050) 31

Change in unallocated divisible surplus (3.364) 280 —

Fee and commission expense (3.389) (3,975) (438)

Other expenses (1,979) (2,220) (293)

Finance costs (540) (609) (16)

(40,834) (33,174) (3,127)

Profit before tax 2,663 1,472 1,538

Tax attributable to policyholders’ returns (382) (191) —

Profit before tax attributable to shareholders’ profits 2,281 1,281 1,538

Tax expense (983) (594) (265)

Less: tax attributable to policyholders’ returns 382 191 —

Tax attributable to shareholders’ profits (601) (403) (265)

Profit after tax 1,680 878 1,273

Profit from discontinued operations 58 1,273

Profit for the year 1,738 2,151

Attributable to:

Equity shareholders of Aviva plc 1,569 2,008

Non-controlling interests 169 143

Profit for the year 1,738 2,151

Earnings per share

Basic (pence per share) 50.4p 65.3p

Diluted (pence per share) 49.6p 64.5p

Continuing operations — Basic (pence per share) 48.4p 22.0p

Continuing operations — Diluted (pence per share) 47.7p 21.8p

1

Discontinued operations represent the results of the US life and related internal asset management businesses (US Life) until the date of disposal (2 October 2013).

See IFRS Financial Statements note 4 in our Annual report and accounts for further details.
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Consolidated statement of comprehensive income
For the year ended 31 December 2014

2014 2013

£m £fm
Profit for the year from continuing operations 1,680 878
Profit for the year from discontinued operations' 58 1,273
Total profit for the year 1,738 2,151
Other comprehensive income from continuing operations:
Items that may be reclassified subsequently to income statement
Investments classified as available for sale
Fair value gains 62 19
Fair value (losses)/gains transferred to profit on disposals @ 1
Share of other comprehensive income of joint ventures and associates 22 (37)
Foreign exchange rate movements (396) (35)
Aggregate tax effect — shareholder tax on items that may be reclassified into profit or loss 9) (14)
Items that will not be reclassified to income statement
Owner-occupied properties — fair value gains/(losses) 7 2
Remeasurements of pension schemes 1,662 674)
Aggregate tax effect — shareholder tax on items that will not be reclassified into profit or loss (347) 125
Other comprehensive income, net of tax from continuing operations 994 617)
Other comprehensive income, net of tax from discontinued operations' — (319)
Total other comprehensive income, net of tax 994 (936)
Total comprehensive income for the year from continuing operations 2,674 261
Total comprehensive income for the year from discontinued operations' 58 954
Total comprehensive income for the year 2,732 1,215
Attributable to:
Equity shareholders of Aviva plc 2,642 1,038
Non-controlling interests 20 177
2,732 1,215

1 Discontinued operations represent the results of the US life and related internal asset management businesses (US Life) until the date of disposal (2 October 2013).
See IFRS Financial Statements note 4 in our Annual report and accounts for further details.

Reconciliation of Group operating profit to profit for the year
For the year ended 31 December 2014

2014 2013
£m fm

Continuing Continuing  Discontinued'

operations operations operations
Operating profit before tax attributable to shareholders’ profits
Life business 1,979 1,901 272
General insurance and health 808 797 —
Fund management 86 93 31
Other:
Other operations (105) (90) (4)
Corporate centre (132) (150) —
Group debt costs and other interest (463) (502) 9)
Operating profit before tax attributable to shareholders’ profits 2,173 2,049 290
Integration and restructuring costs (140) (363) 3)
Operating profit before tax attributable to shareholders’ profits after integration and restructuring costs 2,033 1,686 287
Adjusted for the following:
Investment return variances and economic assumption changes on long-term business 72 (49) 452
Short-term fluctuation in return on investments on non-long-term business 261 (336) —
Economic assumption changes on general insurance and health business (145) 33 —
Impairment of goodwill, associates and joint ventures and other amounts expensed (24) (77) —
Amortisation and impairment of intangibles (90) 91 9)
Profit on the disposal and remeasurement of subsidiaries, joint ventures and associates 174 115 808
Non-operating items before tax 248 (405) 1,251
Profit/(loss) before tax attributable to shareholders’ profits 2,281 1,281 1,538
Tax on operating profit (561) (534) (83)
Tax on other activities (40) 131 (182)
(601) (403) (265)
Profit after tax 1,680 878 1,273
Profit from discontinued operations' 58 1,273
Profit for the year 1,738 2,151

1 Discontinued operations represent the results of the US life and related internal asset management businesses (US Life) until the date of disposal (2 October 2013).
See IFRS Financial Statements note 4 in our Annual report and accounts for further details.
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Summary of consolidated financial statements continued

Consolidated statement of financial position
As at 31 December 2014

Restated! Restated'
2014 2013 2012
£fm fm fm
Assets
Goodwill 1,302 1,476 1,520
Acquired value of in-force business and intangible assets 1,028 1,068 1,084
Interests in, and loans to, joint ventures 1,140 1,200 1,390
Interests in, and loans to, associates 404 267 265
Property and equipment 357 313 391
Investment property 8,925 9,451 9,939
Loans 25,260 23,879 24,537
Financial investments 202,638 194,027 189,651
Reinsurance assets 7,958 7,220 6,684
Deferred tax assets 76 244 188
Current tax assets 27 76 67
Receivables 5,933 7,476 8,034
Deferred acquisition costs and other assets 5,091 3,051 3,778
Prepayments and accrued income 2,466 2,635 2,776
Cash and cash equivalents 23,105 26,131 24,213
Assets of operations classified as held for sale 9 3,113 42,603
Total assets 285,719 281,627 317,120
Equity
Capital
Ordinary share capital 737 736 736
Preference share capital 200 200 200
937 936 936
Capital reserves
Share premium 1,172 1,165 1,165
Merger reserve 3,271 3,271 3,271
4,443 4,436 4,436
Shares held by employee trusts (8) 31 (32)
Other reserves 229 475 1,675
Retained earnings 4,617 2,348 1,389
Equity attributable to shareholders of Aviva plc 10,218 8,164 8,404
Direct capital instruments and fixed rate tier 1 notes 892 1,382 1,382
Non-controlling interests 1,166 1,471 1,574
Total equity 12,276 11,017 11,360
Liabilities
Gross insurance liabilities 113,445 110,555 113,091
Gross liabilities for investment contracts 117,245 116,058 110,494
Unallocated divisible surplus 9,467 6,713 6,931
Net asset value attributable to unitholders 9,482 10,362 9,983
Provisions 879 984 1,119
Deferred tax liabilities 1,091 563 547
Current tax liabilities 169 116 112
Borrowings 7,378 7,819 8,179
Payables and other financial liabilities 12,012 11,945 12,051
Other liabilities 2,273 2,472 1,842
Liabilities of operations classified as held for sale 2 3,023 41,411
Total liabilities 273,443 270,610 305,760
Total equity and liabilities 285,719 281,627 317,120

1 The statement of financial position has been restated following the adoption of amendments to IAS 32 ‘Financial Instruments: Presentation’. For further details see
IFRS Financial Statements note 1 in our Annual report and accounts. There is no impact on the result or the total equity for any period presented as a result of this
restatement.

Approved by the Board on 4 March 2015.

Thomas D. Stoddard
Chief Financial Officer

This strategic report with supplementary material is only an extract from the company’s annual report and accounts. It does not
contain sufficient information to allow as full an understanding of the results and state of affairs of the Group as would be provided
by the full annual report and accounts. A copy of the full accounts can be obtained free of charge as detailed in the Shareholder
services section.

Company number: 2468686
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Notes to the summary of consolidated financial statements

1 — Basis of preparation

This strategic report comprises the strategic report included in the full annual report and accounts, and supplementary financial
information. The Summary Consolidated Financial Statements included in this strategic report with supplementary material, have
been extracted from the Consolidated Financial Statements of Aviva plc (“the Company”) and its subsidiaries (collectively known
as "Aviva").

This is a summary of information in the consolidated financial statements set out in the Aviva plc annual report and accounts
2014. It does not contain sufficient information to allow as full an understanding of the results and state of affairs of the Group
as would be provided by the annual report and accounts 2014.

The consolidated financial statements and those of Aviva plc have been prepared and approved by the directors in accordance
with International Accounting Standards (IFRS) as issued by the International Accounting Standards Board (IASB) and as endorsed
by the European Union (EU) and those parts of the Companies Act 2006 applicable to those reporting under IFRS.

The comparative figures in the consolidated financial statements have been restated following the Group’s adoption of the
amendments to IAS 32 Financial Instruments: Presentation in line with the transitional provisions in the standard. The adoption of
these amendments does not have an impact on the profit or loss or on equity reported for any period presented.

Included in the Summary Consolidated Financial Statements, is the Reconciliation of Group operating profit to profit for the year.
For management’s decision making and internal performance management, the Group focuses on a non-GAAP operating profit
measure that incorporates an expected return on investments supporting its long-term and non-long-term businesses. Short-term
realised and unrealised gains and losses are treated as non-operating items.

2 — Dividends and appropriations

This note analyses the total dividends and other appropriations we paid during the year. The table below does not include the final

dividend proposed in December 2014 because it is not accrued in these financial statements.
_______________________________________________________________________________________________________________________________________________________|

2014 2013
£m fm

Ordinary dividends declared and charged to equity in the year
Final 2013 — 9.40 pence per share, paid on 16 May 2014 277 —
Final 2012 — 9.00 pence per share, paid on 17 May 2013 — 264
Interim 2014 — 5.85 pence per share, paid on 17 November 2014 172 —
Interim 2013 — 5.60 pence per share, paid on 15 November 2013 — 165
449 429
Dividends waived/unclaimed returned to the company (3) —
Preference dividends declared and charged to equity in the year 17 17
Coupon payments on direct capital instruments and fixed rate tier 1 notes 88 92
551 538

In December 2014, the directors proposed a final dividend for 2014 of 12.25 pence per ordinary share (2073: 9.40 pence), amounting
to £361 million (2073: £277 million) in total. Subject to approval by shareholders at the AGM, the dividend will be paid on 15 May
2015 and will be accounted for as an appropriation of retained earnings in the year ending 31 December 2015.
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Notes to the summary of consolidated financial statements continued

3 — Subsidiaries

a) Acquisitions
There have been no material acquisitions during the year.

On 2 December 2014 Aviva plc and Friends Life Group Limited ("“Friends Life”) announced they had reached agreement on the
terms of a recommended all share acquisition of Friends Life by Aviva plc. The proposed acquisition is subject to a number of
conditions including approval from shareholders at a general meeting on 26 March 2015. If the conditions to the proposed
transaction are satisfied, it is expected to complete in the second quarter of 2015.

b) Disposal and remeasurement of subsidiaries, joint ventures and associates

The profit on the disposal and re-measurement of subsidiaries, joint ventures and associates comprises:
_______________________________________________________________________________________________________________________________________________|]

2014 2013
£m £m
Spain — long-term business 132 197
Italy — long-term business (6) (178)
Korea 2 (20)
Turkey — general insurance (16) 9)
Aviva Investors 35 —
Turkey — long-term business 15 —
Indonesia 3) —
Ireland — long-term business — 87
Malaysia — 39
Russia — 1
Czech Republic, Hungary and Romania — 1
Poland — 4)
Other small operations 15 1
Profit on disposal and remeasurement from continuing operations 174 115
Profit on disposal and remeasurement from discontinued operations (see (c) below) 58 808
Total profit on disposal and remeasurement 232 923

¢) Discontinued operations — US Life

On 21 December 2012, the Group announced that it had agreed to sell US Life for consideration of £1.0 billion including the
shareholder loan. Following classification as held for sale, US Life was remeasured to fair value less costs to sell in 2012 resulting in an
impairment loss of £2,359 million recognised as a loss on remeasurement of subsidiaries.

The sale of US Life completed on 2 October 2013 and the transaction proceeds received were based on the estimated earnings
and other improvements in statutory surplus over the period from 30 June 2012 to 30 September 2013. The final purchase price was
subject to customary completion adjustments. A profit on disposal of £808 million was recorded in 2013, reflecting management’s
best estimate of the completion adjustments as of 31 December 2013.

In 2014, the Group paid a settlement of £20 million related to the purchase price adjustment. The settlement and the aggregate
development of other provisions related to the discontinued operations in 2014 resulted in a net £58 million gain which has been
presented as profit on disposal of discontinued operations.
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Shareholder profile as at 31 December 201

4

By category of shareholder Number of shareholders %* Number of shares %*
Individual 530,405 97.50 245,842,458 8.33
Banks and nominee companies 11,815 2.17 2,640,824,058 89.50
Pension fund managers and insurance companies 282 0.05 1,611,105 0.05
Other corporate bodies 1,527 0.28 62,209,719 2.1
Total 544,029 100 2,950,487,340 100

By size of shareholding

Number of shareholders Number of shares

1-1,000 493,005 90.62 135,763,008 4.60
1,001-5,000 45,333 833 85,991,246 291
5,001-10,000 3,172 0.58 22,086,301 0.75
10,001-250,000 1,958 0.36 82,002,362 2.78
250,001-500,000 151 0.03 52,963,150 1.80
500,001 and above 409 0.08 2,539,223,495 86.06
American Depositary Receipts (ADRs)* 1 0.00 32,457,778 1.10
Total 544,029 100 2,950,487,340 100
+  The number of registered ordinary shares represented by ADRs. Please note that each Aviva ADR represents two (2) ordinary shares.

Percentages do not necessarily add up due to rounding.

2015 financial calendar

Aviva General Meeting in respect of the proposed Acquisition of Friends Life
Annual General Meeting

11am on 26 March 2015
11am on 29 April 2015

Announcement of first quarter Interim Management Statement* 7 May 2015
*  The full financial calendar will be available at www.aviva.com/investor-relations/financial-calendar
2014 final dividend dates — ordinary shares
Ex-dividend date (ordinary)* 8 April 2015
Record date (ordinary and ADR) 9 April 2015
Last day for Dividend Reinvestment Plan election 23 April 2015
Dividend payment date* 15 May 2015

*

ADR holders will be 7 April 2015.

Annual General Meeting (AGM)

® The 2015 AGM will be held at The QEIl Centre, Broad
Sanctuary, Westminster, London SW1P 3EE on Wednesday,
29 April 2015 at 11am.

e Details of each resolution to be considered at the meeting are
provided in the Notice of AGM, which is available on the
Company'’s website at www.aviva.com/agm.

* Shareholders can vote electronically at
www.investorcentre.co.uk/eproxy, in person by attending the
meeting, or by completing and returning the relevant voting
card(s) by post.

e The voting results for the 2015 AGM will be accessible on the
Company’s website at www.aviva.com/agm shortly after the
meeting.

e |f you are unable to attend the AGM but would like to ask the
directors a question in connection with the business of the
meeting, please e-mail the group company secretary at
aviva.shareholders@aviva.com.

AGM voting instructions
e Completed proxy instructions must be submitted to the
Company'’s Registrar, Computershare Investor Services PLC
(Computershare), to arrive by no later than:
— Monday, 27 April 2015 at 11am for ordinary shareholders;
and
— Friday, 24 April 2015 at 11am for members of the Aviva Share
Account and participants in the Vested Share Account and
the Aviva All Employee Share Ownership Plan.
¢ ADR holders should submit instructions to Citibank, N.A., the
Depositary, by no later than 10am on Thursday, 23 April 2015.

Please note that the ADR local payment date will be approximately five business days after the proposed dividend date for ordinary shares. The ex-dividend date for

Dividends

e Dividends on ordinary shares are normally paid in May and
November — please see the table above for the key dates in
respect of the 2014 final dividend.

e Dividends on preference shares are normally paid in March,
June, September and December — please visit
www.aviva.com/preferenceshares for the latest dividend
payment dates.

e Holders of ordinary and preference shares will receive any
dividends payable in sterling and holders of ADRs will receive
any dividends payable in US dollars.

e The Company offers a Dividend Reinvestment Plan which provides
the option for eligible shareholders to reinvest their cash dividend
in additional ordinary shares in the Company. For further
information please visit www.aviva.com/ecomms. Completed
application forms must be sent to the Company’s Registrar,
Computershare, by no later than 5pm on 23 April 2015.

Direct credit of dividend payments

e |f you would like to have your cash dividends paid directly into
your bank or building society account, or to have your dividends
reinvested please visit www.aviva.com/dividends for more
information or contact Computershare using the contact details
overleaf.

Overseas global dividend service

e The Global Payments Service provided by Computershare
enables shareholders living overseas to elect to receive their
dividends in a choice of over 65 international currencies.
For further details and fees for this service please visit
www.investorcentre.co.uk/fag and select the Dividends and
Payments tab, followed by Global Payment Service.
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Shareholder services continued

Manage your holdings online
You can view and manage your shareholding online at:
www.aviva.com/ecomms. To log in you will require your 11
digit Shareholder Reference Number (SRN), which you will find
on your proxy or voting card, latest dividend stationery, or any
share certificate issued since 4 July 2011.

Please help us to be environmentally friendly and elect to
receive electronic communications by registering your email
address online, or by contacting Computershare directly.

Useful links for shareholders
Online shareholder services centre
www.aviva.com/shareholderservices

Dividend information for ordinary shares
www.aviva.com/dividends

Annual General Meeting information and electronic voting
Www.aviva.com/agm
www.investorcentre.co.uk/eproxy

Aviva share price
www.aviva.com/shareprice

ADR holders
WWWw.aviva.com/adr

Aviva preference shareholders
www.aviva.com/preferenceshares

Aviva preference share price
www.londonstockexchange.com

Aviva reports information
www.aviva.com/reports

Form 20-F

Aviva is a foreign private issuer in the United States of America
and is subject to certain reporting requirements of the Securities
Exchange Commission (SEC). Aviva files its Form 20-F with the
SEC, copies of which can be found at www.aviva.com/reports.

Aviva plc Annual report and accounts

Aviva plc Annual report and accounts are intended to provide
information about the Company’s activities and financial
performance in the previous year.

This Strategic report is only part of the Company’s Annual
report and accounts.

You can view the full Aviva plc Annual report and accounts
online at www.aviva.com/2014ar or alternatively you can order
a printed copy by contacting Computershare.

You can change how you receive shareholder documents
and if you would prefer to receive the full Annual report and
accounts in future, please contact Computershare to make your
election.

ShareGift

ShareGift is a UK registered charity (N0.1052686) which
specialises in realising the value locked up in small
shareholdings for charitable purposes. The resulting proceeds
are donated to a wide range of charities, reflecting suggestions
received from donors. Should you wish to donate your Aviva
plc shares in this way, please visit www.ShareGift.org/donate-
shares for more information about how to proceed. Further
details about ShareGift can be found at www.ShareGift.org.

Contact details

Ordinary and preference shares - Computershare

For any queries regarding your shareholding, or to advise of
changes to your personal details, please contact the Company’s
Registrar, Computershare:

Q‘ By telephone: 0871 495 0105
Lines are open from 8.30am to 5.30pm (UK time), Monday
to Friday (excluding public holidays).
Please call +44 117 378 8361 if calling from outside the UK.

@ By email: AvivaSHARES@computershare.co.uk

D In writing: Computershare Investor Services PLC
The Pavilions, Bridgwater Road, Bristol BS99 677

American Depositary Receipts (ADRs) - Citibank

For any queries regarding Aviva ADRs, please contact Citibank
Shareholder Services (Citibank):

Q\ By telephone: 1 877 248 4237 (1 877-CITI-ADR), or
+1 781 575 4555 if you are calling from outside the US.
(Lines are open from 8.30am to 6pm, Monday to Friday US
Eastern Standard Time).

@ By email: citibank@shareholders-online.com

D In writing: Citibank Shareholder Services,
PO Box 43077, Providence, Rhode Island 02940-3077 USA

Please visit www.citi.com/dr for further information about Aviva's
ADR programme.

Group company secretary

Shareholders may contact the group company secretary as
follows:

(0) By email: aviva.shareholders@aviva.com

D In writing: Kirstine Cooper, Group Company Secretary,
St Helen'’s, 1 Undershaft, London EC3P 3DQ

Qﬂ By telephone: +44 (0)20 7283 2000

Be on your guard - beware of fraudsters!

Please be very wary of any unsolicited telephone calls or
correspondence offering to buy shares at a discount or offering
free financial advice or company reports.

Millions of people fall victim to scams every year, from
experienced investors to people dealing with a large sum for
the first time. The Financial Conduct Authority (FCA) has found
that share fraud victims lose an average of £20,000.

The FCA takes action against fraudsters; for tips on how to
protect your savings please visit www.fca.org.uk/scams.

e Remember: if it sounds too good to be true, it probably is!

e Keep in mind that firms authorised by the FCA are unlikely to
call you out of the blue with an offer to buy or sell shares.

¢ Do not get into conversation, note the name of the firm
contacting you and hang up.

For more information please visit the warning to shareholders

page at www.aviva.com/shareholderservices.
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Product definitions
Annuity

A type 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
dependants or on a bulk purchase basis for
groups of people. Deferred annuities are
accumulation contracts, which may be
used to provide benefits in retirement.
Annuities may be guaranteed, unit-linked
or index-linked.

Bonds and savings

These are accumulation products with
single or regular premiums and unit-linked
or guaranteed investment returns.

Critical illness cover

Pays out a lump sum if the insured person
is diagnosed with a serious illness that
meets the plan definition.

Deferred annuity

An annuity (or pension) due to be paid
from a future date or when the
policyholder reaches a specified age.

A deferred annuity may be funded by a
policyholder by payment of a series of
regular contributions or by a capital sum.

Equity Release

Equity Release Mortgages allow a
homeowner to receive a lump sum in
return for a mortgage secured on their
house. No interest is payable on the loan;
instead, interest is rolled-up on the loan
and the loan and accrued interest are
repayable at redemption (upon death or
moving into long term care).

General insurance

Also known as non-life or property and
casualty insurance. Property insurance
covers loss or damage through fire, theft,
flood, storms and other specified risks.
Casualty insurance primarily covers losses
arising from accidents that cause injury

to other people or damage to the property
of others.

Group pension

A pension plan that covers a group of
people, which is typically purchased by
a company and offered to their employees.

Health insurance

Provides cover against loss from illness or
bodily injury. Can pay for medicine, visits
to the doctor, hospital stays, other medical
expenses and loss of earnings, depending
on the conditions covered and the
benefits and choices of treatment available
on the policy.

Income drawdown

The policyholder can transfer money from
any pension fund to an income drawdown
plan from which they receive an income.
The remainder of the pension fund
continues to be invested, giving it the
potential for growth.

Investment sales

Comprise retail sales of mutual fund-type
products such as unit trusts, individual
savings accounts (ISAs) and open ended
investment companies (OEICs).

Individual savings account (ISAs)

Tax-efficient plans for investing in stocks
and shares, cash deposits or life insurance
investment funds, subject to certain limits.

Mortgage endowment

An insurance contract combining savings
and protection elements which is designed
to repay the principal of a loan or mortgage.

Mortgage life insurance

A protection contract designed to pay off
the outstanding amount of a mortgage or
loan in the event of death of the insured.

Open ended investment company
(OEIC)

A collective investment fund structured
as a limited company in which investors
can buy and sell shares.

Pension

A means of providing income in retirement
for an individual and possibly his/her
dependants.

Personal pension

A pension plan tailored to the individual
policyholder, which includes the options
to stop, start or change their payments.

Protection

An insurance contract that protects the
policyholder or his/her dependants against
financial loss on death or ill-health.

Regular premium

A series of payments are made by the
policyholder, typically monthly or annually,
for part of or all of the duration of the
contract.

Collective investment scheme (SICAVs)

This is an open-ended investment fund,
structured as a legally independent joint
stock company, whose units are issued
in the form of shares.

Single premium

A single lump sum is paid by the
policyholder at commencement of the
contract.

Stakeholder pensions

Low cost and flexible pension plans
available in the UK, governed by specific
regulations.

Term assurance

A simple form of life insurance, offering
cover over a fixed number of years during
which a lump sum will be paid out if the
life insured dies.

Unit trusts

A form of open ended collective
investment constituted under a trust deed,
in which investors can buy and sell units.

Whole life

A protection policy that remains in force
for the insured’s whole life; a lump sum
will be paid out on death. Traditional
whole life contracts have fixed premium
payments that typically cannot be missed
without lapsing the policy. Flexible whole
life contracts allow the policyholder to vary
the premium and/or amount of life cover,
within certain limits.
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Glossary continued

General terms

Annual premium equivalent (APE)

Used as a measure of annual sales,
taking the annual premium of regular
premium contracts plus 10% of single
premium contracts.

Available for sale (AFS)

Securities that have been acquired neither
for short-term sale nor to be held to
maturity. These are shown at fair value on
the statement of financial position and
changes in value are taken straight to
equity instead of the income statement.

Association of British Insurers (ABI)

A major trade association for UK insurance
companies, established in July 1985.

Acquired value of in force (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

a subsidiary.

Bancassurance / Affinity

An arrangement whereby banks, building
societies or other groups sell insurance
and investment products to their
customers or members on behalf of
other financial providers.

Big Data

Large volumes of data which are a
valuable source of information used
to identify customer behaviours.

Cash remittances

Dividends paid by our operating businesses
to the Group.

Combined operating ratio (COR)

A financial measure of insurance
underwriting profitability calculated as
incurred claims expressed as a percentage
of net earned premiums, plus written
commissions and written expenses
expressed as a percentage of net written
premiums. A COR below 100% indicates
profitable underwriting.

Cost income ratio

Operating expenses expressed as a
percentage of operating profit before
Group debt costs and operating expenses.

Deferred acquisition costs (DAC)

The costs directly attributable to the
acquisition of new business for insurance
and investment contracts may be deferred
to the extent that they are expected to be
recoverable out of future margins in
revenue on these contracts.

Economic capital

A measure of the financial strength of the
business; an economic capital surplus
represents the excess of available
economic capital over required economic
capital where the capital requirement is
based on Aviva’'s own internal assessment
and capital management policies; the term
“economic capital” does not imply capital
as required by regulators or third parties.

Excess centre cash flow

A measure of excess cash flow, calculated
by deducting central operating expenses
and debt financing costs from cash
remitted by business units.

Fair value

The price that would be received to sell or
paid to transfer a liability in an orderly
transaction between market participants
at the measurement date (i.e. an exit value).

Financial Conduct Authority (FCA)

One of the two bodies (along with the
PRA) which replaced the Financial Services
Authority from 1 April 2013. The FCAis a
company limited by guarantee and is
independent of the Bank of England. It is
responsible for the conduct business
regulation of all firms (including those
firms subject to prudential regulation by
the PRA) and the prudential regulation of
firms not regulated by the PRA. The FCA
has three statutory objectives: securing an
appropriate degree of protection for
consumers, protecting and enhancing the
integrity of the UK financial system and
promoting effective competition in the
interests of consumers.

Funds under management

Represents all assets actively managed
or administered by or on behalf of the
Group including those funds managed
by third parties.

Gross written premiums

The total earnings or revenue generated
by sales of insurance products, before
any reinsurance is taken into account.
Not all premiums written will necessarily
be treated as income in the current
financial year, because some of them

could relate to insurance cover for
a subsequent period.

Independent Financial Advisers (IFAs)

A person or organisation, authorised
under the FCA, to give advice on
financial matters.

International financial reporting
standards (IFRS)

These are accounting regulations designed
to ensure comparable financial statements
preparation and disclosure, and are the

standards that all publicly listed companies
in the European Union are required to use.

Inherited estate

In the UK, the assets of the long-term
with-profit funds less the realistic reserves
for non-profit policies written within the
with-profit funds, less asset shares
aggregated across the with-profit policies
and any additional amounts expected at
the valuation date to be paid to in-force
policyholders in the future in respect of
smoothing costs and guarantees.

Insurance penetration

The insurance penetration rate indicates
the level of development of the insurance
sector in a country. The penetration rate is
measured as the ratio of premium
underwritten in a particular year to the
GDP of that country.

Latent claims

General insurance claims that are often not
made until many years after the period of
cover provided, due to the impact of perils or
causes not becoming evident for a number
of years. Sources of latent claims include
asbestos-related diseases, environmental
pollution and industrial deafness.

Long-term and savings business

Collective term for life insurance, pensions,
savings, investments and related business.

Market Consistent Embedded Value
(MCEV)

A measure of the value of a life business to
its shareholders; it is the sum of the value
of the shareholders net assets and the
present value of the amounts generated by
the in-force business that will be
distributable to shareholders in the future,
where the assumptions used to calculate
future profits are consistent with current
market prices for traded assets.
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MCEV restatement

Methodology change effective 1 January
2014 applied retrospectively to extend the
scope of covered business and change the
application of the liquidity premium.
Details of these changes can be found in
our MCEV Report at www.aviva.com/
investor-relations/.

Net flows

Investment sales and acquistions less client
redemptions and disposals.

Net written premiums

Total gross written premiums for the given
period, less premiums paid over or ‘ceded’
to reinsurers.

New business strain (NBS)

The name given to the initial impact on
shareholders’ net assets when an
insurance contract is sold. This “strain”
arises because, in addition to meeting
costs associated with the sale of contracts,
insurance companies must meet capital
and reserving requirements at the outset
of a contract that are often significantly
higher than the premiums received.

Operating expenses

The day-to-day expenses involved in running
a business, such as sales and administration,
as opposed to production costs.

Operating profit

This is also referred to as adjusted
operating profit or operating profit (IFRS
basis). It is based on expected investment
returns, and stated before tax and before
non-operating items including, impairment
of goodwill, exceptional and other items.

Present value of new business
premiums (PVNBP)

Present value of new regular premiums
plus 100% of single premiums, calculated
using assumptions consistent with those
used to determine the value of new
business under Market Consistent
Embedded Value (MCEV) principles
published by the CFO Forum.

Prudential Regulatory Authority (PRA)

One of the two bodies (along with the
FCA) which replaced the Financial Services
Authority from 1 April 2013. The PRA is a
part of the Bank of England and is
responsible for the prudential regulation of
deposit taking institutions, insurers and
major investment firms. The PRA has two
statutory objectives: to promote the safety

and soundness of these firms and,
specifically for insurers, to contribute to
the securing of an appropriate degree
of protection for policyholders.

Risk-adjusted returns

Adjusting profits earned and investment
returns by how much risk is involved in
producing that return or profit.

Solvency Il

These are insurance regulations designed
to harmonise EU insurance regulation.
Primarily this concerns the amount of
capital that European insurance companies
must hold under a measure of capital and
risk. Solvency Il is due to become effective
from 1 January 2016.

Financial Reporting Council Guidance
on Internal Control

The Guidance on Risk Management,
Internal Control and Related Financial and
Business Reporting sets out best practice
on internal controls for UK listed
companies, and provides additional
guidance in applying certain sections

of the UK Corporate Governance Code.

Total shareholder return

A measure of company performance
based on the overall value to shareholders
of their investment in a stock over a given
period of time. Includes movement in the
share price and dividends paid and
reinvested, expressed as a percentage of
the initial value of the investment or share
price at the beginning of the period.

UK Corporate Governance Code

The code sets out guidance in the form

of principles and provisions on how
companies should be directed and controlled
to follow good governance practice.

Value of new business (VNB)

VNB is the present value of future profits
from new business written at the point of
sale. It is calculated on a market consistent
basis using economic and operating
assumptions which are the same as those
used to determine the embedded value

at the end of the reporting period and is
stated after the effect of any frictional
costs. Unless otherwise stated, it is quoted
net of tax and non-controlling interests.




80 | Aviva plc Strategic report 2014

Cautionary statement

This document should be read in
conjunction with the documents filed by
Aviva plc (the “Company” or “Aviva”) with
the United States Securities and Exchange
Commission (“SEC"). This announcement
contains, and we may make other verbal
or written “forward looking statements”
with respect to certain of Aviva's plans and
current goals and expectations relating to
future financial condition, performance,
results, strategic initiatives and objectives.
Statements containing the words

“believes”, "intends”, “expects”,
“projects”, “plans”, “will,” “seeks”,
“aims”, “may”, “could”, "outlook”,

“estimates” and “anticipates”, and words
of similar meaning, are forward looking.
By their nature, all forward-looking
statements involve risk and uncertainty.
Accordingly, there are or will be important
factors that could cause actual results to
differ materially from those indicated in
these statements. Aviva believes factors
that could cause actual results to differ
materially from those indicated in forward-
looking statements in the document
include, but are not limited to: the impact
of ongoing difficult conditions in the
global financial markets and the economy
generally; the impact of simplifying our
operating structure and activities; the
impact of various local political, regulatory
and economic conditions; market
developments and government actions
regarding the sovereign debt crisis in
Europe; the effect of credit spread volatility
on the net unrealised value of the
investment portfolio; the effect of losses
due to defaults by counterparties,
including potential sovereign debt defaults
or restructurings, on the value of our
investments; changes in interest rates that
may cause policyholders to surrender their
contracts, reduce the value of our portfolio
and impact our asset and liability
matching; the impact of changes in short
or long term inflation; the impact of
changes in equity or property prices on
our investment portfolio; fluctuations in
currency exchange rates; the effect of
market fluctuations on the value of options
and guarantees embedded in some of our
life insurance products and the value of
the assets backing their reserves; the
amount of allowances and impairments
taken on our investments; the effect of
adverse capital and credit market

conditions on our ability to meet liquidity
needs and our access to capital; changes
in, or restrictions on, our ability to initiate
capital management initiatives or an
acceleration of repayment of intercompany
indebtedness; changes in or inaccuracy of
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; a cyclical downturn of
the insurance industry; the impact of
natural and man-made catastrophic events
on our business activities and results of
operations; our reliance on information
and technology and third-party service
providers for our operations and systems;
the inability of reinsurers to meet
obligations or unavailability of reinsurance
coverage; increased competition in the UK
and in other countries where we have
significant operations; the effect of the
European Union’s “Solvency II” rules on
our regulatory capital requirements; the
impact of actual experience differing from
estimates used in valuing and amortising
deferred acquisition costs (“DAC") and
acquired value of in-force business
("AVIF"); the impact of recognising an
impairment of our goodwill or intangibles
with indefinite lives; changes in valuation
methodologies, estimates and assumptions
used in the valuation of investment
securities; the effect of legal proceedings
and regulatory investigations; the impact
of operational risks, including inadequate
or failed internal and external processes,
systems and human error or from external
events; risks associated with arrangements
with third parties, including joint ventures;
our reliance on third-party distribution
channels to deliver our products; funding
risks associated with our participation in
defined benefit staff pension schemes; the
failure to attract or retain the necessary
key personnel; the effect of systems errors
or regulatory changes on the calculation of
unit prices or deduction of charges for our
unit-linked products that may require
retrospective compensation to our
customers; the effect of fluctuations in
share price as a result of general market
conditions or otherwise, including any as a
result of the proposed acquisition of
Friends Life; the effect of simplifying our
operating structure and activities; the
effect of a decline in any of our ratings by

|u

rating agencies on our standing among
customers, broker-dealers, agents,
wholesalers and other distributors of our
products and services; changes to our
brand and reputation; changes in
government regulations or tax laws in
jurisdictions where we conduct business,
including decreased demand for annuities
in the UK due to proposed changes in UK
law; the inability to protect our intellectual
property; the effect of undisclosed
liabilities, integration issues and other risks
associated with our acquisitions; and the
timing/regulatory approval impact,
integration risk and other uncertainties,
such as non-realisation of expected
benefits or diversion of management
attention and other resources, relating to
announced acquisitions and pending
disposals and relating to future
acquisitions, combinations or disposals
within relevant industries, including
specifically the proposed acquisition of
Friends Life; the policies, decisions and
actions of government or regulatory
authorities in the UK, the EU, the US or
elsewhere, including the implementation
of key legislation and regulation. For a
more detailed description of these risks,
uncertainties and other factors, please see
Item 3d, “Risk Factors”, and Item 5,
“Operating and Financial Review and
Prospects” in Aviva's most recent Annual
Report on Form 20-F as filed with the SEC
(and also Part Il (Risk Factors) of the
prospectus published by Aviva on 19
January 2015 in relation to the proposed
recommended all-share acquisition of
Friends Life by Aviva).

Aviva undertakes no obligation to update
the forward looking statements in this
announcement or any other forward-
looking statements we may make.
Forward-looking statements in this
announcement are current only as of the
date on which such statements are made.
This report has been prepared for, and
only for, the members of the Company, as
a body, and no other persons. The
Company, its directors, employees, agents
or advisers do not accept or assume
responsibility to any other person to who
this document is shown or into whose
hands it may come, and any such
responsibility or liability is expressly
disclaimed.
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In this report we have included
genuine examples of people
whose experiences bring to life
what we do every day for our
customers. We would like to thank
the customers who took part and
invited us into their homes and
businesses, to allow us to share
their stories, and our people for
their dedication to our customers.
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video at www.aviva.com
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