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{Form 2
|
Statement of solvency - long-term insurance business i
I
Name of insurer Direct Line Life Insurance Company Limited
|
Global business ‘
Financial year ended 31 December 2009 :
Solo solvency calculation Company GU :
registration UK/ day month year Units
number (1] i R
R2 2199286 GL 31§ 12 | 2009 £000
As at end of As at end of
this financial the previous
year year |
1 2
!
Capital resources i
Capital resources arising within the long-term insurance fund 1 80950 166132
Capital resources allocated towards long-term insurance business arising 12 9047 1 8619
outside the long-term insurance fund ;
Capital resourc.es available to cover long-term insurance business capital 13 89997 7 4751
resources requirement (11+12) : :
Guarantee fund i
Guarantee fund requirement 21 11922 12559
Excess (deficiency) of available capital resources to cover guarantee fund :
requirement 22 78076 1‘62192
Minimum capital requirement (MCR) )
Long-term insurance capital requirement 31 35765 37677
Resilience capital requirement 32 '
Base capital resources requirement 33 3128 + 2518
individual minimum capital requirement 34 35765 37677
Capital requirements of regulated related undertakings 35
Minimum capital requirement (34+35) 36 35765 37677
Excess (deficiency) of available capital resources 1o cover 50% of MCR 37 68615 52413
Excess (deficiency) of available capital resources to cover 75% of MCR 38 63174 46494
Enhanced capital requirement
With-profits insurance capital component 39 '
Enhanced capital requirement 40 35765 37677
Capital resources requirement (CRR) ‘
Capital resources requirement (greater of 36 and 40) 41 35765 37677
Excess (deficiency) of available capital resources to cover long-term i
insurance business CRR (13-41) a2 54232 37074
Contingent liabilities :
Quantifiable contingent liabilities in respect of long-term insurance business "
as shown in a supplementary note to Form 14 51 i
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Covering Sheet to Form 2 Form 2

Name of insurer Direct Line Life Insurance Company Limited

Global business :

Financial year ended 31 December 2009

— P R Geddes Director

I
Zw ( ) &;ﬁ L J Bartlett Director
J—

S K Howard Director

SN -

24 March 2010
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Form 3
{Sheet 1)
Components of capital resources 1
Name of insurer Direct Line Life Insurance Company Limited :
Global business ;
Financial year ended 31 December 2009
Company Gy i
registration UK/ day month year Units
number CM
R3 2199286 GL 31 12 2009 £000.
General Long-term Total as at Total as at
insurance insurance the end of the end of
business business this financial | the previo‘us
year year.
1 2 3 4 |
Core tier one capital \
Permanent share capital 11 44000 44000 44000
Profit and loss account and other reserves 12 43135 43135 27900
Share premium account 13 ’:
Positive valuation differences 14 1
Fund for future appropriations 15
[
Core tier one capital in related undertakings 16 ;
Core tier one capital (sum of 11 to 16) 19 87135 87135 71900
Tier one waivers :
Unpaid share capital / unpaid initial funds and 21 :
calis for supplementary contributions !
Impilicit ltems 22 ‘
Tier one waivers in related undertakings 23 |
Total tier one waivers as restricted (21+22+23) 24 ,
T
Other tier onie capital '
Perpetual non-cumulative preference shares as 25 ;
restricted :
Perpetual non-cumulative preference shares in 26 :
related undertakings
Innovative tier one capital as restricted 27
Innovative tier one capital in related undertakings 28 :;
Total tier one capital before deductions
(19424+25+26+27+28) 31 87135 87135 71900
Investments in own shares 32 i
Intangible assets 33
3
Amounts deducted from technical provisions for
discounting _ 34
Other negative valuation differences 35 638 638 649
Deductions in related undertakings 36 X
Deductions from tier ane (32 to 36) 37 638 638 649
Total tier one capital after deductions (31-37) 39 86497 86497 71259
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Form
(Sheet 2)
Components of capital resources !
. |
Name of insurer Direct Line Life Insurance Company Limited l
i
Global business !
|
Financial year ended 31 December 2009 i
Company GU |
registration UK/ day month year Units !
number CM
R3 2199286 GL 31 12 2009 £000
General Long-term Total as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4
Tier two capital
Implicit items, (tier two waivers and amounts 4
excluded from line 22)
Perpetual non-cumulative preference shares 42
excluded from line 25
Innovative tier one capital excluded from line 27 43
Tier two waivers, innovative tier one capital and
perpetual non-cumulative preference shares 44
treated as tier two capital (41 to 43)
Perpetual cumulative preference shares 45
Perpetual subordinated debt and securities 46 3500 3500 3500
Upper tier two capital in related undertakings 47
Upper tier two capital (44 to 47) 49 3500 3500 3500 |
i
Fixed term preference shares 51
Other tier two instruments 52 :
Lower tier two capital in related undertakings 53 .
Lower tier two capital (51+52+53) 59 |
i
Total tier two capital before restrictions I
{49+59) 61 3500 3500 3500 |
Excess tier two capital 62 '
Further excess lower tier two capital 63 ;
Total tier two capital after restrictions, before !
deductions (61-62-63) 69 3500 3500 3500
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Form 3
1}
(Sheet 3)
Components of capital resources f
|
. . <. P |
Name of insurer Direct Line Life Insurance Company Limited :
|
]
Global business [
" . i
Financial year ended 31 December 2009 '
Company GU i
registration UK/ day month year Units;
number CM A
R3 2199286 GL 31 12 2009 £000
General Long-term Total as at Total as at;
insurance insurance the end of the end of !
business business this financial | the previou$
year year
1 2 3 4
Total capital resources [
Positive adjustments for regutated non-insurance 7 '
related undertakings '
Total capital resources before deductions i
(39+69+71) 72 89997 89997 7475?
Inadmissible assets other than intangibles and 73
own shares
Assets in excess of market risk and counterparty :
o 74
limits .
Deductions for related ancillary servica 75
undertakings ’
Deductions for regulated non-insurance related 76 i
undertakings '
Deductions of ineligible surplus capita! 77
Total capital resources after deductions .
(72-73-74-75.76-77) 79 89997 89997 74751I
Available capital resources for GENPRU/INSPRU tests ‘
Available capital resources for guarantee fund '
requirement 81 . 89997 89997 74751,
Available capital resources for 50% MCR |
requirement 82 86497 86497 71251:
Available capital resources for 75% MCR i
requirement 83 89997 89997 74751 1
Financial englneering adjustments
7
Implicit items 91 |
Financial reinsurance - ceded 92
Financial reinsurance - accepted 93
Qutstanding contingent loans 94
Any other charges on future profits 95
Sum of financial engineering adjustments ‘
(91+92-93+94+95) 9%
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Forrp 11

Calculation of general insurance capital requirement - premiums amount and brought forward amount [
Name of insurer Direct Line Life Insurance Company Limited '
Global business f
Financial year ended 31 December 2009 !
Long term insurance business ‘
Company GU !

registration UK/ day month year Units ¢

number CM .

R11 2199286 GL 31 |12 | 2009 £000 !

This financial year

1

Previous year
2

4477

Gross premiums written 11 4266
Premiums taxes and levies (included in line 11) 12 .
Premiums written net of taxes and levies (11-12) 13 4266 4"477
Premiums for classes 11, 12 or 13 (included in line 13) 14
Premiums for "actuarial health insurance" (included in fine 13) 15 3626 3§06
Sub-total A (13 + 1/214 - 2/3 15) 16 1849 1940
Gross premiums eamed 21 4266 4477
Premium taxes and levies (included in line 21) 22 :
Premiums eamned net of taxes and levies (21-22) 23 4266 4477
Premiums for classes 11, 12 or 13 (included in line 23) 24 :
Premiums for "actuarial health insurance" (included in line 23) 25 3626 3606
Sub-total H (23 + 1/2 24 - 2/3 25) 26 1849 1940
Sub-total i (higher of sub-total A and sub-total H) 30 1849 1940
Adjusted sub-total | if financial year is not a 12 month period to produce 31
an annual figure ’
Division of gross adjusted x 018 32 333 349
premiums amount sub-total | ) .
(or adjusted sub-total 1 if ] !
appropriate) Excess (if any) over 57.5M EURO x 0.02 | 33 |
Sub-total J (32-33) 34 333 349
Claims paid in period of 3 financial years 41 10234 9743
. ' . Fori i :
Claims outstanding carried ag u':;::‘vr:ﬁ;: l;se';:' Z: ;gcounted foron 42 515 560
forward at the end of the 3 - - -
year period For msyrance busme;s accounted for on 43 .
an accident year basis !
X . For insurance business accounted for on
Ciaims °Ut5ta"d'"9 b{'ought an underwriting year basis “ '
forward at the beginning of - .
the 3 year period For msyrance busmgss accounted for on 45
an accident year basis !
Sub-total C (41+42+43-44-45) 46 10749 10303
Amounts recoverable from reinsurers in respect of claims included
in Sub-total C 47 9243 8879
Sub-total D (46-47) 48 1506 1424
Reinsurance Ratio 1
(Sub-total D /sub-total C or, if more, 0.50 or, if less, 1.00) 49 0.50 0.50
Premiums amount (Sub-total J x reinsurance ratio) 50 166 17’5
[
Pravision for claims outstanding (before discounting and net of y
reinsurance 51 258 280
Provision for claims outstanding (before discounting and gross of reinsurance) i
if both §1.1 and 51.2 are zero, otherwise zero 52 '
Brought forward amount (See instruction 4) 53 411 355
Greater of lines 50 and 53 54 11 153
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Form 12
Calculation of general insurance capital requirement - claims amount and result
Name of insurer Direct Line Life Insurance Company Limited ,
Global business ‘)
|
i
Financial year ended 31 December 2009 |
i
Long term insurance business ‘{
Company Gl |
registration uK/ day month year Units. |
number (o] ,
R12 2199286 GL 31| 12 | 2009 £000
This financial year Previous year
1 2
Reference period (No. of months) See INSPRU 1.1.63R 11 36 , 36
Claims paid in reference period 21 10234 9743
Claims outstandin For insurance business accounted for 22 515 560
carried forward at st;he on an underwriting year basis ;
egg:; the reference For insurance business accounted for 23 i
p on an accident year basis
Claims outstandin For insurance business accounted for 2 .
brought forward atgth e on an underwriting year basis !
?eefgg?\igg °;rt:2; For insurance business accounted for 25
p on an accident year basis
Claims incurred in reference period (21+22+23-24-25) 26 10749 10303
Claims incurred for classes 11, 12 or 13 (included in 26) 27 l
Claims incurred for "actuarial health insurance" (included in 26) 28 l‘
Sub-total E (26 +1/2 27 - 2/3 28) 29 10749 10303
Sub-total F - Conversion of sub-total E to annual figure (multiply by 34 3583 3 43 4
12 and divide by number of months in the reference period)
Division of sub-total F x 0.26 32 932 893
(gross adjusted claims :
amount) Excess (if any) over 40.3M EURO x 0.03 33 :
Sub-total G (32-33) 39 932 893
Claims amount  Sub-total G x reinsurance ratio (11.49) 41 466 4:46
Higher of premiums amount and brought ferward amount (11.54) 42 411 353
General insurance capital requirement (higher of lines 41 and 42) 43 466 446
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Form '13

(Sheet 1)
Analysis of admissible assets ‘;
|
1
Name of insurer Direct Line Life Insurance Company Limited !
Global business 1{
!
Financial year ended 31 December 2009 ;
Category of assets Total other than long term insurance business assets ‘
Company Gy Category
registration UK/ day month year Units ot i
number CM assets !
R13 2199286 GL 31| 12| 2009 £000 1 '
As at end of this As at end of the !
financial year previous year !
|
. |
1 2 ,
Land and buildings l 1" '
Investments in group undertakings and participating '
interests :
Shares 21 :
UK insurance dependants -
Debts and loans 22
Other insurance Shares 23 I
dependants Debts and loans 24 : g
Shares 25
Non-insurance dependants
Debts and loans 26
. Shares 27
Other group undertakings
Debts and loans 28 !
o Shares 29 |
Participating interests -
Debts and loans 30 .
Other financial investments !
Equity shares 41
Other shares and other variable yield participations 42
Holdings in collective investment schemes 43
Rights under derivative contracts 44
. . » Approved 45 5
Fixed interest securities
Other 46
. . " Approved 47
Variable interest securities
Other 48
Participation in investment pools 49
Loans secured by mortgages 50
Loans to public or local authorities and nationalised industries or 1
undertakings 5
Loans secured by policies of insurance issued by the company 52
Other loans 53
Bank and approved credit & | One morith or less withdrawal 54 5354 2572
financial institution deposits | More than one month withdrawal 58 3856 6342
Other financial investments 56
Deposits with ceding undertakings 57
Assets held to match linked | Index linked 58
liabilities Property linked 59

10
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Form 13

A (Sheet 2)
Analysis of admissible assets }
|

* Name of insurer Direct Line Life Insurance Company Limited ‘:

i
Global business
Financial year ended 31 December 2009 !

: Category of assets Total other than long term insurance business assets \
Company Gu Category |
registration UK/ day month year Units of |
number cM assets

R13 2199286 GL 31|12 | 2009 | £000 1 :
As at end of this As at end of the
financial year previous year
i
1 2 :
Reinsurers’ share of technical provisions ?
Provision for unearned premiums 60 ;
Claims outstanding 61 ‘?
Provision for unexpired risks 62
Other 63
Debtors and salvage
) Policyholders 71
Direct insurance business
Intermediaries 72
Salvage and subrogation recoveries 73 i
. Accepted 74 ‘
Reinsurance T
Ceded 75 .
due in 12 months or fess 76 L
Dependants :
due in more than 12 months 77
due in 12 months or less 78 f
Other ‘
due in more than 12 months 79
Other assets |
: Tangible assets 80
Deposits not subject to time restriction on withdrawal with a1
. approved institutions
Cash in hand 82
Other assets (particulars to be specified by way of supplementany '
83 :
_note)
Accrued interest and rent 84 5 .57
Deferred acquisition costs (general business only) 85
Other prepayments and accrued income 86 :
ujeductions from the aggregate value of assets l 87 | l —I
(Grand total of admissible assets after deduction of admissible
-assets in excess of market risk and counterparty limits (11 to 89 9215 8971
86 less 87) |

1
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Form 13

(Sheet 3)
Analysis of admissible assets ‘
I
Name of insurer Direct Line Life insurance Company Limited ;
Global business !
{
Financial year ended 31 December 2009 ‘
|
Category of assets Total other than long term insurance business assets ‘J
Company GLU Category
reglstration UK/ day month year Units of
number CcM assets
R13 2199286 GL 31] 12| 2009| £000 1
As at end of this As at end of the

financial year

previous year

2

Reconciliation to asset values determined in accordance
with the insurance accounts rules or international
accounting standards as applicable to the firm for the
purpose of its external financial reporting

Total admissible assets after deduction of admissible assets
in excess of market risk and counterparty limits (as per line 89

91

9215 8§71

above) .
Admissible assets in excess of market and counterparty limits 92

Inadmissible assets directly held 93

Capital resources requirement deduction of regulated related 94

undertakings

ineligible surplus capital and restricted assets in regulated 95 i
refated insurance undertakings ‘

|

Inadmissible assets of regulated related undertakings 96 i
Book value of related ancillary services undertakings 97 :
Other differences in the valuation of assets (other than for 98
assets not valued above) :
Deferred acquisition costs exciuded from line 89 99 "
Reinsurers' share of technical provisions excluded from fine 89 100 "
Other asset adjustments (may be negative) 101

Total assets determined in accordance with the insurance

accounts rules or intemational accounting standards as 102 9215 8971
applicable to the firm for the purpose of its extemnal financial ‘
reporting (91 to 101) '
Amounts included in line 89 attributable to debts due from !
related insurers, other than those under contracts of insurance 103

or reinsurance

12
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Form 13
(Sheet 1)
Analysis of admissible assets ‘
!
Name of insurer Direct Line Life Insurance Company Limited :
, Global business :
Financial year ended 31 December 2009 :
1
|
Category of assets Total iong term insurance business assets :
Company . 6u Category }
ragistration UK/ day month year Units of
number CM assats
R13 2199286 GL 31} 12| 2008| £000 10
. As at end of this As at end of the
' financial year previous year ‘
|
1 2
Land and buildings . 11
7
: investments in group undertakings and participating 1
k interests
: Shares 21
UK insurance dependants
Debts and loans 22
Other insurance Shares 23
dependants Debts and loans 24
Shares 25 !
Non-insurance dependants g
Debts and loans 26
. Shares 27
Other group undertakings ‘:
Debts and loans 28 i
L Shares 29 ;
Participating interests
Debts and loans 30 :
Other financial investments X
Equity shares 41 :
Other sharas and other variable yield participations 42
Holdings in collective investment schemes 43
Rights under derivative contracts 44
. . Approved 45 54807 37104
Fixed interest securities -
Other 46
. . » Approved 47
Variable interest securities
Other 48
Participation in investment pools 49
Loans secured by mortgages 50
Loans to public or local authorities and nationalised industries or 51
undertakings
Loans secured by policies of insurance issued by the company 52
Other loans 53
Bank and approved credit & | One month or less withdrawal 54 28666 19534
financial institution deposits | More than one month withdrawal | 58 20644 48159
Other financial investments 56
Deposits with ceding undertakings 57
Assets held to match linked | Index linked 58
iiabilities Property linked 59

13
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Form 13

(Sheet 2)
Analysis of admissible assets ;
- Name of insurer Direct Line Life insurance Company Limited
_ Global business q
" Financial year ended 31 December 2009
. Category of assets Total long term insurance business assets ‘
Company GU Category |
registration UK/ day month year Units of .
number CM assets
R13 2199286 GL 31|12 | 2009 | £000 10
As at end of this As at end of the
financial year previous year
|
1 2 ;
Reinsurers’ share of technical provisions ‘
Provision for unearned premiums 60
Claims outstanding 61 3
Provision for unexpired risks 62 'L
Other 63
Debtors and salvage ",
o Policyholders 7 275 . 334
Direct insurance business
Intermediaries 72
Salvage and subrogation recoveries 73
. Accepted 74
Reinsurance y
Ceded 75 3460 1712
due in 12 months or less 76 3
Dependants ,
due in more than 12 months 77 :
due in 12 months or less 78 463 4343
. Other ;
due in more than 12 months 79 '
. Other assets
Tangible assels 80 20 " 34
Deposits not subject to time restriction on withdrawal with 81 377 ' 77
. approved institutions \
Cash in hand 82 ?
Other assets (particulars to be specified by way of supplementary 83 1
note) :
Accrued interest and rent 84 872 765
Deferred acquisition costs (general business only) 85 )
Other prepayments and accrued income 86 8649 8392
LDeductions from the aggregate value of assets 87 I ; I
Grand total of admissible assets after deduction of admissible ?
assets in excess of market risk and counterparty fimits (11to 89 118233 120454
86 less 87) ;

14
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Form 13

{Sheet 3)
Analysis of admissible assets ,
- |
Name of insurer Direct Line Life Insurance Company Limited
i
Global business :
Financial year ended 31 December 2009 |
i
Category of assets Total long term insurance business assets }
Company GU Category '
registration UK/ day month year Units of !
number , CM assets .
R13 2199286 GL 31| 12| 2009 | £000 10
As at end of this As at end of the
financial year previous year
!
)
1 2
!
Reconciliation to asset values determined in accordance
with the insurance accounts rules or international
accounting standards as applicable to the firm for the ‘
purpose of its external financial reporting ;
Total admissible assets after deduction of admissible assets :
in excess of market risk and counterparty limits (as per line 89 91 118233 120454
above)
Admissible assets in excess of market and counterparty limits 92
Inadmissible assets directly held 93 ;
Capital resources requirement deduction of regulated related 94 '3
undertakings “
Ineligible surplus capital and restricted assets in regulated 95 .
related insurance undertakings .
Inadmissible assets of regulated related undertakings 96
Book value of related ancillary services undertakings 97 \
Other differences in the valuation of assets (other than for 98 38 ; o
assets not valued above) |
Deferred acquisition costs excluded from line 89 99
]
Reinsurers' share of technical provisions excluded from line 89 100 62167 63569
Other asset adjustments (may be negative) 101
Total assets determined in accordance with the insurance [
accounts rules or international accounting standards as
applicable to the firm for the purpose of its external financial 102 160438 18407?
reporting (91 to 101)
Amounts included in line 89 attributable to debts due from
related insurers, other than those under contracts of insurance 103

or reinsurance

15
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Form 14
Long term insurance business liabilities and margins '
Name of insurer Direct Line Life Insurance Company Limited ?
Global business :
Financial year ended 31 December 2009 ?
Total business/Sub fund Ordinary Long Term ;
Unitsi £000 As at end of As at end of
this financial the previouS‘:
year year ,
1 2 :
|
Mathematical reserves, after distribution of surplus 11 24487 37738
Cash bonuses which had not been paid to policyholders prior 12 \
to end of the financial year .
Balance of surplus/(valuation deficit) 13 80950 66132
Long term insurance business fund carried forward (11 to 13) 14 105437 103870
Gross 15 4471 6239
Claims outstanding Reinsurers' share 16 3854 5302
Net (15-16) 17 617 g37
. Taxation 21 ‘}
Provisions - i
) Other risks and charges 22 :
Deposits received from reinsurers 23
Direct insurance business 31
Creditors Reinsurance accepted 32 ’;
Reinsurance ceded 33 22 72
‘ Secured 34
Debenture loans
Unsecured 35
Amounts owed to credit institutions 36 !
Taxation 37 4430 5308
Creditors
. Other 38 7729 10270
Accruals and deferred income , 39
Provision for "reasonably foreseeable adverse variations” 41 !
Total other insurance and non-insurance liabilities (17 to 41) 49 12798 16586
Excess of the value of net admissible assets 51 '
Total liabilities and margins 59 118235 120456
Amounts included in line 59 attributable to liabilities to related companies, 61 5492 7 1916
other than those under contracts of insurance or reinsurance '
Amounts included in line 59 attributable to liabilities in respect of property 62 i
linked benefits !
Total liabilities (11+12+49) 71 37285 54324
Increase to liabilities - DAC refated 72
Reinsurers’ share of technical provisions 73 62167 63568
Other adjustments to liabilities (may be negative) 74 (600) (60Q)
Capital and reserves and fund for future appropriations 75 87134 71899
Total liabilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose of its external financial 76 185986

reporting (71 to 75)

189191

16

I
i
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Form 15
Liabilities (other than long term insurance business) )
" Name of insurer Direct Line Life Insurance Company Limited
- Global business :
_Financial year ended 31 December 2009 3
Company GU l
registration UK/ day month  year Units
number cM ‘
R1§ 2199286 GL 31| 12 | 2009 £000
As at end of As at emi of
this financial the previous
year year
1 2
' Technical provisions (gross amount)
Provisions for unearned premiums ' 1 :
Claims outstarding 12 “
Provision for unexpired risks 13 i
Equalisation provisions Credit business 14 :
Other than credit business 15 .
Other technical provisions 16 '
Total gross technical provisions (11 to 16) 19 ‘
Provisions and creditors
Provisions Taxation 21 -
Other risks and charges 22 i
Deposits received from reinsurers 31 ‘
Direct insurance business 41 ]
Creditors Reinsurance accepted 42
Reinsurance ceded 43
Debenture Secured 4“4
loans Unsecured 45 L
Amounts owed to credit institutions 46
Taxation 47 167 352
Creditors Foreseeable dividend 48
Other 49 )
Accruals and deferred income 51 !
Total (19 to 51) 59 167 352
Provision for "reasonably foreseeable adverse variations” 61 :
Cumulative preference share capital 62 )
‘Subordinated loan capital 63 3500 3500
Total (59 to 63) 69 | 3667 3852
Amounts included in line 69 attributable to liabilities to related insurers, othe
than those under contracts of insurance or reinsurance 1 4 i
Amounts deducted from technical provisions for discounting 82 '
Other adjustments (may be negative) 83 '
Capital and reserves 84
Total liabilities under insurance accounts rules or intemnational accounting '
standards as applicable to the firm for the purpose of its external financial 85 3667 3852
reporting (69-82+83+84) '
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; Form 16
|
Profit and loss account (non-technical account)
Name of insurer Direct Line Life Insurance Company Limited 5
Global business
I
Financial year ended 31 December 2009 1
) Company GU |
registration. UK/ day month year . Units
number CM
R16 2199286 GL 31| 12 | 2009 £000
This financial Previous
year ‘year
1 P2
Transfer (to)/from the From Form 20 "
general insurance business ;
technical account Equalisation provisions 12 ;
Transfer from the long term insurance business 13
revenue account
Income 14 596 f 1236
Investment income Value re-adjustments on 18
v investments
Gains on the realisation of 16 ’
investments
Investment management 17
charges, including interest )
Value re-adjustments on ;
Investment charges investments 18 1
Loss on the realisation of 19 3
‘ investments
Allocated investment return transferred to the general 20
insurance business technical account |
Other income and charges (particulars to be specified 21 i
by way of supplementary note)
Profit or loss on ordinary activities before tax
(11412413+14+15+16-17-18-19-20+21) 29 596 1236
Tax on profit or loss on ordinary activities 31 167 : 352
Profit or loss on ordinary activities after tax (29-31) 39 429 884
Extraordinary profit or loss (particulars to be specified # i
by way of supplementary note) i
Tax on extraordinary profit or loss 42
Other taxes not shown under the preceding items 43
Profit or loss for the financial year (39+41-(42+43)) 49 429 884
Dividends (paid or foreseeable) 51 - 20000
Profit or loss retained for the financial year (49-51) 59 429 (19116)

18
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Long-term insurance business : Revenue account

Name of insurer Direct Line Life Insurance Company Limited
Total business / subfund Ordinary Long Term

Financial year ended 31 December 2009

Units £000

Financial year

Previous year

1 2
Income
Earned premiums 11 29452 66831
Investment income receivable before deduction of tax 12 2369 5102
rrzrue:;el r(:::r;iﬁ‘)tm the value of non-linked assets 13 (117 1§66
Increase (decrease) in the value of linked assets 14
Other income 15
Total income 19 31704 73599
Expenditure |
Claims incumred 21 8766 9944 ;
Expenses payable 22 16932 50176 '
Interest payable before the deduction of tax 23
Taxation 24 4439 5142 |
Other expenditure 25
Transfer to (from) non technical account 26
Total expenditure 29 30137 65262
Business transfers - in 31
Business transfers - out 32
Increase (decrease) in fund in financial year (19-29+31-32) | 39 1567 8338
Fund brought forward 49 103870 95534
Fund carried forward (39+49) 59 105437 103870

19
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Form ;41
Long-term insurance business : Analysis of premiums |
!
Name of insurer Diract Line Life Insurance Company Limited 5
Total business / subfund Ordinary Long Term !
Financial year ended 31 December 2009 :
Units £000 .
UK Life UK Pension Overseas Total;;z:ncial Total;?:ious
1 2 3 4 §
Gross .
, Regular premiums 11 44814 44814 441 Qé
Single premiums 12 9541 9541 43848
i
Reinsurance - external !
Regular premiums 13 24903 24903 21215
Single premiums 14 X
Reinsurance - intra-group .
Regular premiums 15
Single premiums 16
|
Net of reinsurance '
Regular premiums 17 19911 19911 22983
Single premiums 18 9541 9541 43848
i
Total X
Gross ) 19 54355 54355 88044
Reinsurance 20 24903 24903 21213
Net 21 29452 29452 66831
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Long-term insurance business : Analysis of claims

Name of insurer
- Total business / subfund

Financial year ended

Direct Line Life Insurance Company Limited
Ordinary Long Term
31 December 2009

- Units £000 ‘
UK Life UK Pension Overseas TotalyF;:fncial Totalyl'-’el:'vious
1 2 3 4 5:
Gross
Death or disability fump sums | 11 22009 22009 22860
Disability periodic payments 12
Surrender or partial surrender | 13 ‘
Annuity payments 14
Lump sums on maturity 15
Total 16 22009 22009 22860
Reinsurance - external E
Death or disability lump sums | 21 13243 13243 12916
Disability periodic payments 22 '

. Surrender or partial surrender | 23 )
Annuity payments 24
Lump sums on maturity 25 ‘
Tota! 26 13243 13243 12916

: Reinsurance - intra-group
Death or disability lump sums | 31

- Disability periodic payments 32

- Surrender or partial surrender | 33 !

.Annuity payments 34

‘Lump sums on maturity 35
Total 36
Net of reinsurance .
Death or disability iump sums | 41 8766 8766 5944
Disability periodic payments 42
Surrender or partial surrender | 43 ;
Annuity payments 44 :
Lump sums on maturity 45
Total 46 8766 8766 9944

i
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Form 43

Long-term insurance business : Analysis of expenses

Name of insurer Direct Line Life Insurance Company Limited '
Total business / subfund Ordinary Long Term i
Financial year ended 31 December 2009 :
Units £000 :
UK Life UK Pension Overseas Total;i:fncial TOtalyF::: ous
1 2 3 4 5
' Gross
Commission - acquisition 1" i
Commission - other 12 7983 7983 31428
Management - acquisition | 13 5556 5556 6009
Management - maintenance | 14 1132 © 1132 Y1 327
Management - other 15 2261 2261 11412
Total 16 16932 16932 50176
Reinsurance - external
Commission - acquisition 21 ‘
Commission - other 22 ‘
Management - acquisition 23 E
Management - maintenance | 24
Management - other 25
Total 26
i
Reinsurance - intra-group !
Commission - acquisition 31
Commission - other 32 .
Management - acquisition 33 :
Management - maintenance | 34 [
Management - other 35 '
Total 36 i
. Net of reinsurance '
Commission - acquisition 41
Commission - other 42 7983 7983 31428
Management - acquisition 43 5556 5556 6009
Management - maintenance | 44 1132 1132 1327
Management - other 45 2261 2261 11412
Total 46 16932 16932 50176
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Long-term insurance business : Summary of new business

Name of insurer
Total business
Financial year ended

Units

31 December 2009

Direct Line Life Insurance Company Limited

Total Financial

i
Total Previous

UK Life UK Pension Overseas vear year '
1 2 3 4 5 .
Number of new policyholders/ :
scheme members for direct :
insurance business !
Regular premium business 1 20622 20622 26999
Single premium business 12 12 12 12
Total 13 20634 20634 27011
|
Amount of new regular 3
premiums :
Direct insurance business 21 4717 4717 6512
External reinsurance 22 i
Intra-group reinsurance 23 .
Total 24 4717 4717 6512
Amount of new single :
premiums !
Direct insurance business 26 9541 9541 43848
External reinsurance 26 l
Intra-group reinsurance 27 ‘
Total 28 9541 9541 43848
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23032010:18:36:58

Form 48
. Long-term insurance business : Assets not held to match linked liabilities
Name of insurer Direct Line Life Insurance Company Limited .
Category of assets 10 Total long term insurance business assets
Financial year ended 31 December 2009 !
" Units £000
i
;
Unadjusted Economic in?;:'le: z‘::m Yield before Z:;f‘; ?:
assets exposure assets in adjustment financiia I year
column 2 :
1 2 3 4 5|
Assets backing non-profit liabilities ‘
and non-profit capital requirements :
Land and buildings 11
Approved fixed interest securities 12 55658 55658 2435 0.03
Other fixed interest securities 13
Variable interest securities 14
UK listed equity shares 15
Non-UK listed equity shares 16
" Unlisted equity shares 17
. Other assets 18 62575 62575 249 0.01
Total 19 118233 118233 2684 0.01
Assets backing with-profits liabilities ,
and with-profits capital requirements !
" Land and buildings 21 l
Approved fixed interest securities 22
Other fixed interest securities 23 !
: Variable interest securities 24
UK listed equity shares 25 !
) Non-UK listed equity shares 26 |
Unlisted equity shares 27
' Other assets 28 :
Total 29 :

‘Overall return on with-profits assets

Post investment costs but pre-tax

Return allocated to non taxable ‘asset shares'

Retum allocated {o taxable 'asset shares'
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Long-term insurance business : Summary of mathematical reserves

Name of insurer
Total business / subfund

Financial year ended

Direct Line Life Insurance Company Limited
Ordinary Long Term
31 December 2009

Units i
£000 ‘
UK Life UK Pension Overseas Total;:::ncial Tom;::: lous
1 2 3 4 5
!
Gross !
Form §1 - with-profits 11
Form 51 - non-profit 12 82800 82800 96004
Form 52 13 !

} Form 53 - linked 14 '

" | Form 53 - non-linked 16 ‘:
Form 54 - linked 16 !
Form 54 - non-linked 17 i
Total 18 82800 82800 96004
Reinsurance - external
Form 51 - with-profits 21 f
Form 51 - nan-profit 22 58313 58313 58266
Form 52 23
Form 53 - linked 24
Form 53 - non-linked 25 :
Form 54 - linked 26
Form 64 - non-linked 27 .
Total 28 58313 58313 582$6

1
Relnsurance - intra-group ;
Form 51 - with-profits k4 {
Form 51 - non-profit 32 l
Form 52 33 i
Form 53 - linked 34 :
Form 53 - non-linked 35 '
Form 54 - linked 36
Form 54 - non-linked 37 '
Total 38 )
Net of reinsurance
\ Form 51 - with-profits 41
"1 Form 51 - non-profit 42 24487 24487 37736
Form 52 43
Form 53 - linked 44
Form 53 - non-linked 45
Form 54 - linked 46
Form 54 - non-linked 47
Total 48 24487 24487 37738
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. Form 57
Long-term insurance business: Analysis of valuation interest rate ;
Name of insurer Direct Line L.ife insurance Company Limited :
Total business Ordinary Long Term ‘.
Financial year erded 31 December 2009 :
Units £000 ?
Net mathematical Net valuation Gross valuation Risk adjusted
Product group reserves interest rate interest rate yield on
interest ra matching assets
1 2 3 4 ‘5
UK Pens NP Form 51 assurances (excluding credit assurance) 4914 0.03 ! 0.04
UK L&GA Form 51 Credit Assurance 18973 i 0.04
UK Other Additional Reserves 600
" t
i
1
|
f
1
|
1
I
]
i
|
]
Total 24487 |
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Long-term insurance business : Distribution of surplus

Name of insurer Direct Line Life Insurance Company Limited

Total business / subfund Ordinary Long Term
31 December 2009

Units £000

Financial year ended

b

Fcler 58

|

Financial year
1

Previous year '
2

Valuation result

!
t

Fund carried forward 11 105437 103870
Bonus payments in anticipation of a surplus 12 :
Transfer to non-technical account 13 :
Transfer to other funds / parts of funds 14
Subtotal (11 to 14) 15 105437 103870
Mathematical reserves 21 24487 37738
i gy st wrevested | 2
Composition of surplus ;
Balance brought forward 31 66132 53019
Transfer from non-technical account 32 .
Transfer from other funds / parts of fund 33 ,
Surplus arising since the last valuation 34 14818 ' 13;1 13
Total 39 80950 66132
Distribution of surplus i
Bonus paid in anticipation of a surplus 41 g
Cash bonuses 42
Reversionary bonuses 43 [
Other bonuses 4 |
Premium reductions 45 1
Total aliocated to policyholders (41 to 45) 46 '
Net transfer out of fund / part of fund 47
Total distributed surplus (46+47) 48 !
Surplus carried forward 49 80950 661t32

| Total (48+49) 59 80950 66132

. Percentage of distributed surplus allocated to policyholders K»
Current year 61
Current year - 1 ) 62

j Current year - 2 63 ,
Current year - 3 64 .
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, Form 60
. R t
Long-term insurance capital requirement !
Name of insurer Direct Line Life Insurance Company Limited '
1
Global business :
Financial year ended 31 December 2009 1
Units £000 |
LTICR Gross Net Reinsurance LTICR LTICR
factor reserves / reserves / factor Financial Previous
capital at capital at year 1 year
risk risk i
1 2 3 4 5 . 6
Insurance death risk capital component '
Life protection reinsurance 11 0.0% f
i
Classes | (other), Il and IX 12| 0.1% 338101 338101 169 ! 277
Classes | (other), !l and IX 13| 0.15% 1859076 1859076 0.50 1394 ‘ 2091
Classes | (other), 11 and 1X 14 | 0.3% 20613743 4734307 30921 ‘ 31598
Classes il, VIl and VIli 15 | 0.3% :
Total 16 |’ ‘;f‘% o 22810920 6931484 32484 33966
Insurance health risk and life protection reinsurance capital component l
Class IV supplementary S R
classes 1 and 2 and life 21 466 ! 447
protection reinsurance '
Insurance expense risk capital component ‘
Life protection and permanent 31 0% ;
heaith reinsurance ° f
Classes | (other), 1l and IX 21 1% 82060 24221 0.85 698 810
Classes [lI, Vil and Vil [
(investment risk) 33 1%
Classes HI, Vil and VIII
(expenses fixed 5 yrs +) 34 1%
Classes lI, Vil and VIli :
(other) 351 25% ?
Class IV (other) 36 1% 740 266 0.85 6 6
Class vV 37 1%
Class Vi 38 1% !
Total 39 | 704 i ste
Insurance market risk capital component 1
Life protection and permanent al o .
health reinsurance ° :
Classes | (other), Il and IX 42 3% 82060 24221 0.85 2092 2430
Classes {ll, VIl and Vill
(investment risk) s 3%
Classes lil, VIl and Vill |
(expenses fixed 5 yrs +) 4 0% :
Classes lil, Vil and VIl .
(other) 45 0%
Class IV (other) 46 3% 740 266 0.85 19 l‘ 18
Class V a7 | o% i
Class Vi
Total 2111 | 2448
Long term insurance capital
requirement 35765 37677
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+ Name of company DIRECT LINE LIFE INSURANCE COMPANY LIMITED

Financial year ended 31 December 2009

Appendix 9.4 ' 1
Abstract of valuation report !
1. (1) The valuation date is 31 December 2009.

(2) The previous valuation date was 31 December 2008.

(3) No interim valuations have been carried out since the previous valuation date. ?

|
2. There have been no significant changes in existing products over the year, although a new policy was
introduced in November 2009 - Accidental death benefit. The cover offered is for £15,000 on

accidental death only and the cover lasts for one year. The single premium credit insurance product
has been withdrawn from sale.

3. (1) Not applicable
| (2) There have been no changes to premiums on reviewable protection policies.
(3) Not applicable ‘
(4) Not applicable . '
(5) Not applicable
{6) Not applicable
(7) Not applicable
(8) Not applicable
(9) Not applicable '

(10) Not applicable

‘4. (1) All contracts, with the exception of group credit life business, have been valued by the gross
premium method. Provision has been made for renewal expenses as described in paraoraph 4(6).

Reserves for reinsurance ceded have been calculated as the difference between reserves
calculated gross and net of reinsurance. |

|

The methods of valuation for credit insurance vary by the type of scheme, and are listed below.

® For the DLFS Mastercard credit card scheme, a reserve equal to twice the monthly
premium (net of commission) payable in the month ending on the valuation date has been
established. For all other credit card schemes, a reserve equal to the monthly pr!emium
(net of commission) payable in the month ending on the valuation date has been

established. Due account is taken of the liability in respect of claims incurred but not
reported by the valuation date.

t

i
{
l
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‘ Name of company DIRECT LINE LIFE INSURANCE COMPANY LIMITED

. Financial year ended 31 December 2009

® For the DLFS Loanguard scheme, reserves have been taken as 90% of a proporti‘_on of the
single premium (net of commission where applicable), without adjusting for early
redemptions after the scheme closed to new business. The proportion is calculated by
dividing the outstanding term of the loan by the original term. The original term is
between one and five years. !

For the RBS Loanguard scheme, reserves have been taken as 90% of a proportfon of the
single premium (net of commission where applicable). The proportion is calculated by

dividing the outstanding term of the loan by the original term. The orlgmal term is
between six and ten years.

For the Natwest Personal Loans and Business Loans schemes, reserves have been taken as
95% of a proportion of the single premium (net of commission where applicable). The
proportion is calculated by dividing the outstanding term of the loan by the original term.
The original term is between one and ten years. |

For other single premium loan schemes, reserves have been taken as 100% of a pr‘oportion
of the single premium (net of commission where applicable). The proportion is calculated
by dividing the outstanding term of the loan by the original term.

{
For any decreasing term assurance, fixed term assurance or whole of life policy providing

a waiver of premium benefit or subject to an extra premium, the reserve has been
increased by the annual amount of such premium less the proportion of benefit reinsured.
Reserves in respect of premiums currently being waived are calculated as for outstanding
claims under income protection contracts, by taking the annual claim amount and
multiplying by an annuity factor calculated over the outstanding term of the policy.

(2) No interest rate assumption is made for credit insurance. For all other product groups ad interest

rate of 2.5% was assumed at the end of the financial year in question, which remains unchanged
from the previous financial year.

1
(3) To determine the risk adjusted yield in Form 57, the yield on all fixed interest securities was
reduced by 0.1% to exclude that part of the yield that represents compensation for credit risk

arising from the asset. This small adjustment reflects the high security of the bonds currently
held within the asset portfolio. :
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* Name of company

Financial year ended

31 December 2009

DIRECT LINE LIFE INSURANCE COMPANY LIMITED - |

i
'

i
1
t
|
1

(4)  The mortality bases used at the current and previous valuation date are listed below.

31 December 2009

31 December 2008

Product type Male Female Male Female
Credit |
insurance n/a n/a n/a n/a
Critical illness Combined Combined Combined

Combined mortality/ mortality/ mortality/
mortality/ morbidity tables morbidity tables morbidity tables
morbidity tables used - see (5) below  used - see (5) used - see (5)
used - see (5) below below below !

Decreasing 95% of TMNOO 95% of TFN0O
term assurance  85% of TMNOO 85% of TFNOO Ultimate for non-  Ultimate for non-

Ultimate for non- Ultimate for non- smokers and 95%  smokers and 95%
smokers and 85% smokers and 85% of TMS00 of TFS00

of TMS00 Ultimate  of TFSO0 Ultimate  Ultimate for Ultimate for

for smokers " for smokers smokers smokers

Level term 95% of TMNOO 95% of TFNOO

assurance 85% of TMNOO 85% of TFNOO Ultimate for non-  Ultimate for non-
Ultimate for non- Ultimate for non- smokers and 95%  smokers and 95%
smokers and 85% smokers and 85% of TMS00 of TFS00
of TMS00 Ultimate  of TFS00 Ultimate  Ultimate for Ultimate for
for smokers for smokers smokers smokers

Whole life 95% of TMNOO 95% of TFNQO
85% of TMNOO 85% of TFNOO Ultimate for non-  Ultimate for non-
Ultimate for non- Ultimate for non- smokers and 95%  smokers and 95%
smokers and 85% smokers and 85% of TMS00 of TFS00
of TMSO00 Ultimate of TFS00 Ultimate  Ultimate for Ultimate for
for smokers for smokers smokers smokers;

Income 60% of TMNOO 60% of TFNOO 70% of A67/70 70% of A67/70
protection Ultimate fornon- e oon oq. Ultimate Ultimate

smokers and 60% ‘
of TMS00 Ultimate ~ Smokers and 60% ‘
for smokers of TFS00 Ultimate i

for smokers '

Whole life X% of Interim Life X% of Interim Life X% of Interim X% of Interim
Guaranteed Tables; where X%  Tables; where X%  Life Tables; Life Tab‘!es;
Acceptance =207% reducing =207% reducing where X% = where X% =
Product linearly to 103.5%  linearly to 103.5%  207% reducing 207% reducing

over 15 years, after  over 15 years, after  linearly to 103.5% linearly to 103.5%

which it remains
constant at 103.5%.
The Interim Life
Tables are those
published by the
Government
Actuary
Department website
in March 2006.

which it remains
constant at 103.5%.
The Interim Life
Tables are those
published by the
Government
Actuary
Department website
in March 2006.

over 15 years,
after which it
remains constant
at 103.5%. The
Interim Life
Tables are those
published by the
Government
Actuary
Department
website in March
2006.

over 135 years,
after which it
remains constant
at 103.5%. The
Interim Life
Tables are those
published by the
Government
Actuary |
Department
website in March
2006. !
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Name of company DIRECT LINE LIFE INSURANCE COMPANY LIMITED

Financial year ended 31 December 2009

®

|
|

i

In this valuation there was no AIDS allowance for decreasing term assurance, level term
assurance and whole life. In the previous valuation, the mortatity rates for these:products
determined from the above table were increased by the projected excess rates of mortglity from
AIDS on one-sixth of Basis R published in the Institute of Actuaries AIDS Bulletin No 4.

The morbidity bases assumed for the income protection business are given below.

1
|
t

Inception rates of 120% DTS (basic) sickness and accident and termination rates of
56% DTS (basic) average of sickness and accident in the first two years and 80% DTS
(basic) average of sickness and accident thereafter with an additional loading of 6.5%
of the claim value. The DTS (basic) morbidity table is the Disability Table Study

Basic Table. This is the 1985 CIDA (Commissioners Individual Disability Table A)
without the valuation margin added.

The above inception rates were increased by 50% for females and by 40% forfsmokers
and by 100%, 200% and 300% for occupational classes I1, 111 and IV respectively.
|

I

The morbidity bases assumed for the critical illness business are given below:

For critical illness policies with guaranteed premiums, the inception rates for male and
female non-smokers assumed in the valuation were modified CIBT93 male and
CIBT93 female respectively. Rates from CIBT93 were multiplied by 120% (110% at
previous valuation) and the ratio of TM92 (females — TF92) to ELT15M (females —
ELTI15F). For future years the rates are increased by 2.0% per annum to allow for
possible deterioration in experience. i

For critical illness policies with reviewable premiums, the inception rates for males
and females assumed in the valuation were modified CIBT93 male and CIBT93
female respectively. Rates from CIBT93 were multiplied by 115% (104% at prev1ous
valuation) and the ratio of TM92 (females ~ TF92) to ELT15M (females — ELT]SF)

For future years the rates are increased by 1.0% per annum to allow for possnble

deterioration in experience. ‘\
:

For critical illness policies, with either reviewable and guaranteed premlums for
smokers the above rates were multiplied by 160% for accelerated critical iliness

policies and by 180% for standalone policies. i

i
The morbidity inception rates for model ages for critical illness policies are given below.

Inception Rates for accelerated CI (guaranteed premiums) 'j

Non smokers Smokers , \

Age Male Female Male Female ‘
25 0.00130 0.00097 0.00208 0.00156 ,
35 0.00164 0.00186 0.00262 0.00298 |
45 0.00393 0.00373 0.00629 0.00596 \
55 0.01085 0.00817 0.01736 0.01308 i
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Name of company DIRECT LINE LIFE INSURANCE COMPANY LIMITED

Financial year ended 31 December 2009 ‘

Inception Rates for accelerated CI (reviewable premiums)

Non smokers Smokers :

Age Male Female Male Female ;

25 0.00125 0.00093 0.00199 0.00149 }
35 0.00157 0.00178 0.00251 0.00285
45 0.00377 0.00357 0.00603 0.00571

35 0.01040 0.00783 0.01664 0.01253 ‘

Inception Rates for stand alone CI (reviewable premiums) ;

Non smokers Smokers :

Age Male Female Male Female '

25 0.00125 0.00093 0.00224 0.00168 z

35 0.00157 0.00178 0.00282 0.00321 |

45 0.00377 0.00357 0.00678 0.00643 3

55 0.01040 0.00783 0.01872 0.01410 |

(6) No expense assumption is made for credit insurance or accidental death benefit. For all other
product groups renewal expenses were assumed to be £9.50 per policy per annum, increasing
at 4% per annum compound. An allowance of £9.50 per policy per annum, increasing at 3%
per annum was assumed in the previous valuation. In addition, for the whole life guaranteed
acceptance product allowance is made for any third party administration fees. No tax relief
was assumed to be available on expenses and no Zillmer adjustment has been made.

Y] Not applicable i

)] Not applicable ‘,

® ,
Product Average lapse rate for policy years |
1-5 6-10 11-15 ;fl6-20
Level Term Lapse 1.5%/12.5% 1.5%/12.5% 1.5%/12.5% 1.5%/12.5%
Decreasing term Lapse 1.5%/12.5% 1.5%/12.5% 1.5%/12.5% ].5‘:%/12.5%

Accelerated critical illness Lapse 4.5%/15.5% 4.5%/15.5% 4.5%/15.5% 4.5%/15.5%
Whole Life GAP Lapse 0% 0% 0% 0%

Income protection Lapse 1.5%/12.5% 1.5%/12.5% 1.5%/12.5% 1.5%/12.5%

i
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Name of company DIRECT LINE LIFE INSURANCE COMPANY LIMITED !

" Financial year ended 31 December 2009

(10)
(11)
(12)
5 (1)
2)
3

@

6 (1)

@
3
@

&)

©

Where two rates are shown above the lower rate is assumed when projected cashflows are
negative and the higher rate when positive. In the previous valuation lapse rates of 3.5% per
annum when cashflows were negative and 12.5% otherwise were assumed for level term and
decreasing term products. For income protection no policies were assumed to surrender or
lapse in the previous valuation. For critical illness products, the lapse rates are unchanged
from the previous valuation. For creditor and other product groups no policies are assumed to
lapse or surrender. ,}

No credit has been taken for negative reserves. i
Not applicable
No changes have been made in the year to the valuation methodology.

Not applicable

Not applicable

No specific provision was considered necessary in respect of options to increase cover

without further evidence of health. |

|

Some policies have a waiver of premium benefit option (which must be selected at outset)

The reserve held in respect of this business is one annual premium. The amount of annual

premium and hence the additional gross reserve at the valuation date was £1.2k. ,

. i

The aggregate gross amount arising during the 12 months after the valuation date from explicit
reserves made in the valuation to meet expenses in fulfilling contracts in force at the valuation
date is approximately £1.8 million from the release of the expense reserves described in
paragraph 4(6) and £3.5 million from the release of premium margins expected to arlse during
the 12 months after the valuation date during the nil reinsurance premium period.

There is no implicit allowance for expenses.

Not applicable.

On the basis of an assessment of the expected profitability of projected new business in the 12
months following the valuation date no additional reserve has been established in respect of
possible new business overruns in the 12 months following the valuation date. The new
business volumes and acquisition expense assumptions used in the calculation were based on
the Company's business plan for the year ending 31 December 2010.

On the basis of an assessment by the Company of the cost (predominantly redundancy costs)

of closing to new business in the next 12 months, a reserve of £0.6 million was set up in;
respect of this contingency. Costs after closure were projected to be below the expense
assumptions set out in paragraph 4(6).

Not applicable.
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All liabilities are payable in sterling and are matched by assets in the same currency. There are
. . . i
no liabilities in respect of deposits received from reinsurers.

All liabilities are payable in sterling.

!

Not applicable i

No assets are held in equities or real estate. The most onerous scenario tested for the Xpurposes
of the resilience capital requirement required by INSPRU 3.1.16R, was a fall in ylelds of all

fixed interest securities by 20% of the long term gilt yield.

Not applicable

a. No resilience capital requirement was required. ?

b. The aggregated amount of the long-term insurance liabilities increased by £261k.

¢. The aggregate amount of assets allocated to match the liabilities increased by £275k under

the scenario described in point (4) above.

i
r

No further reserves are required to be set up as a result of the tests on assets in INSPRU
1.1.34R(2).

There are no other special reserves.

Not applicable.

d.

The Company has a reinsurance treaty with Munchener Ruckversicherungs- Gesellschaﬁ
AG in Munchen. |

The treaty covers decreasing term assurance (mortgage protection and family | income
benefit (“FIB™)), fixed term assurance and whole of life policies written before 1 October
1999. For business written before 3 July 1997, 50% of the mortality and critical illness
benefit is reinsured subject to a maximum retention of £100,000 on any one life for
policies with level benefit and £80,000 for policies with increasing benefits (for FIB the
retention level is based on a commuted value of income payments). For business written
after this date, reinsurance is on a surplus basis, with 100% of the benefit in excess of

£200,000 being reinsured. The business ceded is remsured on a level reinsurance premlum
rate basis.

The total premiums payable by the Company under the treaty between 1 January 2009 and
31 December 2009, net of reinsurance premium rebate receivable, were £232,916.

|
No amount was deposited by the reinsurer with the Company at the valuation date.

i

The treaty is closed to new business. |

The Company has no undischarged obligation.
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The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £0.26 million. 1‘

!
The treaty is closed to new business. ;

The reinsurer is authorised to carry on insurance business in the United Kingdom.;
l

. The Company and the reinsurer are not connected.

Not applicable

|
Not applicable |

The Company has no undischarged obligation under any financing arrangement.

The Company has a second treaty with Munchener Ruckversicherungs-Gesellschaft AG in
Munchen. ’

'

i

The treaty covers income protection policies and waiver of premium benefit under
decreasing term assurance (mortgage protection and FIB), fixed term assurance and whole
of life policies. 50% of the benefit is reassured subject to a maximum retention of £12,500
per annum per life for policies with level benefits and £10,000 per annum for policies with

increasing benefits. The business ceded is reinsured on a level reinsurance premlum rate
basis.

i
The total premiums payable by the Company under the treaty between 1 January 2009 and

31 December 2009, net of reinsurance commission receivable, were £37,425.
|

No amount was deposited by the reinsurer with the Company at the valuation date.-
!
The treaty is closed to new business

The Company has no undischarged obligation.
The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £0.27 million. :

The treaty is closed to new business.

The reinsurer is authorised to carry on insurance business in the United Kingdom.
The Company and the reinsurer are not connected.

Not applicable

Not applicable.

The Company has no undischarged obligation under any financing arrangement.
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!
The Company has a third treaty with Munchener Ruckversicherungs- Gesellschaft AG in
Munchen. |

The treaty covers fixed term assurance and decreasing term assurance (only mortgage
protection) policies issued after 1 October 1999. 20% of the benefit is reassured subject to
a maximum retention (after taking account of the reinsurance in (v) and (vi) below) of
£200,000. The business ceded is reinsured on a guaranteed level reinsurance premium rate
basis, subject to a nil payment period, which depends on the term of the policy.

The total premiums payable by the Company under the treaty between 1 January 2009 and
31 December 2009 were £755,511. f

No amount wa$ deposited by the reinsurer with the Company at the valuation date;
' i
The treaty is closed to new business ;

The Company has no undischarged obligation.

The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £1.28 million. |

1
|

The treaty is closed to new business.
The reinsurer is authorised to carry on insurance business in the United Kingdom, !
The Cbmpany and the reinsurer are not connected.
Not applicable

Not applicable. :
l
The Company has no undischarged obligation under any financing arrangement. '

The Company has a fourth treaty with Munchener Ruckversicherungs- Gesellschaﬁ AG in
Munchen. :

i
The treaty covers fixed term assurance and decreasing term assurance (mortgage
protection only) policies issued on or after | February 2008. 90% of the benefit is
reassured subject to a maximum retention of £200,000. The business ceded is remsured on

a level guaranteed reinsurance premium rate basis, subject to a nil payment penod, which
depends on the térm of the policy.

The total premiums payable by the Company under the treaty between 1 January 2009 and
31 December 2009 were £128,960.

No amount was deposited by the reinsurer with the Company at the valuation date. |

The treaty is open to new business. ‘

40



" Name of company DIRECT LINE LIFE INSURANCE COMPANY LIMITED

- Financial year ended 31 December 2009

m.

P

Q)(v) d.

The Company has no undischarged obligation.

The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £3.89 million. |

: |
90% of the benefit is reassured subject to a maximum retention of £200,000. f
The reinsurer is authorised to carry on insurance business in the United Kingdom.
The Company and the reinsurer are not connected.

Not applicable

{
Not applicable. 7

The Company has no undischarged obligation under any financing arrangement.

The Company has a treaty with GE Frankona Reassurance Limited.

The treaty covers fixed term assurance and decreasing term assurance (only mortgage
protection) policies issued after 1 October 1999. 10% of the benefit is reassured subject to
a maximum retention (after taking account of the remsurance in (iii) above and (vi) below)
of £200,000. The business ceded is reinsured on a guaranteed level reinsurance premium
rate basis, subject to a nil payment period, which depends on the term of the pohcyl.

The total premiums payable by the Company under the treaty between 1 January 2009 and
31 December 2009 were £377,756.

1
No amount was deposited by the reinsurer with the Company at the valuation datef=

The treaty is closed to new business 5

The Company has no undischarged obligation.

{
The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £0.64 million.

1
The treaty is closed to new business.
The reinsurer is not authorised to carry on insurance business in the United Kingdom.
The Company and the reinsurer are not connected.

Not applicable

Not applicable.

The Company has no undischarged obligation under any financing arrangement.
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The Company has a treaty with RGA Reinsurance Company (Barbados) Limited.

1
The treaty covers fixed term assurance and decreasing term assurance (only mortgage
protection) policies issued after 1 October 1999. 60% of the benefit is reassured subject to
a maximum retention (after taking account of the reinsurance in (iii) and (v) above) of
£200,000. Higher risk policies will be 100% reinsured in line with the terms of the treaty.
The business ceded is reinsured on a guaranteed level reinsurance premium rate basis,
subject to a nil payment period, which depends on the term of the policy.

'
1

The total premiums payable by the Company under the treaty between 1 January 2009 and
31 December 2009 were £2,266,533

No amount was deposited by the reinsurer with the Company at the valuation date.%

The treaty is closed to new business
The Company has no undischarged obligation. ‘

The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £3.85 million.
The treaty is closed to new business. 5

‘
'

|
The reinsurer is not authorised to carry on insurance business in the United Kingdom.
i

. The Company and the reinsurer are not connected. ;

Not applicable
Not applicable. |

The Company has no undischarged obligation under any financing arrangement.
The Company has a treaty with Swiss Re Europe S.A. \

The treaty covers fixed term assurance and decreasing term assurance (only mortgage
protection) policies issued after | November 2001 and before 31 March 2003. 90% of the
benefit is reassured subject to a maximum retention of £200,000. Higher risk pohc1es will
be 100% reinsured in line with the terms of the treaty. The business ceded is reinsured on
a guaranteed level reinsurance premium rate basis, subject to a nil payment penod which
depends on the term of the policy. ;

|
The total premiums payable by the Company under the treaty between | January 2009 and
31 December 2009 were £3,226,227.

l
1

No amount was deposited by the reinsurer with the Company at the valuation date.

The treaty is closed to new business
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. The Company and the reinsurer are not connected. i

. The Company and the reinsurer are not connected. !

The Company has no undischarged obligation.

The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £12 million.

The treaty is closed to new business.

The reinsurer is authorised to carry on insurance business in the United Kingdom.

Not applicable
Not applicable.

The Company has no undischarged obligation under any financing arrangement.
The Company has a second treaty with Swiss Re Europe S.A.

The treaty covers accelerated critical illness policies issued after 13 May 2002. 90% of the
benefit is reassured subject to a maximum retention of £200,000. Higher risk policies will
be 100% reinsured in line with the terms of the treaty. The business ceded is reinsured on
a guaranteed level reinsurance premium rate basis, subject to a nil payment penod which
depends on the term of the policy.

|
i

The total premiums payable by the Company under the treaty between 1 January 2009 and
31 December 2009 were £308,356. »

i
i

No amount was deposited by the reinsurer with the Company at the valuation date.'

.
'

The treaty is closed to new business

]

The Company has no undischarged obligation. ,

The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £3.08 million.

!
i

The treaty is closed to new business.

The reinsurer is authorised to carry on insurance business in the United Kingdom.

Not applicable '
Not applicable.

The Company has no undischarged obligation under any financing arrangement.
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The Company has a third treaty with Swiss Re Europe S.A. ’

1

t
The treaty covers stand-alone critical illness policies issued after 29 October 2002, 90% of
the benefit is reassured subject to 2 maximum retention of £50,000. Higher risk policies
will be 100% reinsured in line with the terms of the treaty. The business ceded is
reinsured on a level reinsurance premium rate basis, subject to a nil payment penod which
depends on the term of the policy. Premiums are reviewable after five years.

The total premiums payable by the Company under the treaty between 1 January 2009 and
31 December 2009 were £39,409. :

1
1

No amount was deposited by the reinsurer with the Company at the valuation date.
The treaty is closed to new business
The Company has no undischarged obligation. '

The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £0.20 million. ’

'

The treaty is closed to new business. !

§

The reinsurer is authorised to carry on insurance business in the United Kingdom. |

. The Company and the reinsurer are not connected. !

Not applicable !

Not applicable.

The Company has no undischarged obligation under any financing arrangement.

The Company has a fourth treaty with Swiss Re Europe S.A. :

The treaty covers accelerated critical illness (with reviewable premiums) issued on or
after 1 January 2003. 90% of the benefit is reassured subject to a
maximum retention of £50,000. Higher risk policies will be 100% reinsured in line with
the terms of the treaty. The business ceded is reinsured on a level reinsurance, p%emium

rate basis, subject to a nil payment period, which depends on the term of the pohcy
Premiums are reviewable.

The total premiums payable by the Company under the treaty between 1 January 2009 and
31 December 2009 were £4,851,818. ‘
No amount was deposited by the reinsurer with the Company at the valuation date.

The treaty is open to new business.
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. The Company and the reinsurer are not connected.

The Company has no undischarged obligation.

The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £13.61 million.

1
1

90% of the benefit is reassured subject to a maximum retention of £50,000. )

The reinsurer is authorised to carry on insurance business in the United Kingdom.

Not applicable

Not applicable,

The Company has no undischarged obligation under any financing arrangement.
!

The Company has a fifth treaty with Swiss Re Europe S.A. i

The treaty covers fixed term assurance and decreasing term assurance (hortgage

protection only) policies issued after 1 April 2003. 90% of the benefit is reassured subject

to a maximum retention of £200,000. Higher risk policies will be 100% reinsuretd in line

with the terms of the treaty. The business ceded is reinsured on a level reinsurance

premium rate basis, subject to a nil payment period, which depends on the term of the
policy. Premiums are guaranteed. |

The total premiums payable by the Company under the treaty between 1 January 2009 and
31 December 2009 were £12,678,151.

No amount was deposited by the reinsurer with the Company at the valuation date..
l

!
The treaty is closed to new business. ‘

The Company has no undischarged obligation.

1

The amount of mathematical reserves ceded under the treaty, for policies in force at the
valuation date, is £19.21 million.

The treaty is closed to new business.

The reinsurer is authorised to carry on insurance business in the United Kingdom. |
The Company and the reinsurer are not connected.
Not applicable

Not applicable.
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I

p. The Company has no undischarged obligation under any financing arrangement.

)
\

9. (3) Not applicable.

?
10 (1)  Not applicable. ;

.
;
i
i
|
|

(2) Not applicable.
(3) Not applicable.

(4) Not applicable.

................................................................... Director ‘;
P R Geddes |
L J Bartlett
|
hww ....................... Director '
$ K Howard

24 March2010
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NOTES TO THE RETURN

0201 Modification to the return

\

|

i

t

This return has been prepared in accordance with the Accounts and Statements Rules as
modified by the following written concession: [

Rule INSPRU 2.1.22R is amended by the addition of the following new subparagraph
(7): ““(7) For the purpose of this rule, a group of persons is not closely related by reason

of the relationship described in INSPRU 2.1.40R(1) if control is exercised by, or on
behalf of, HM Treasury.”

l
This direction is given by the FSA under section 148 of the Financial Services and

Markets Act 2000 (“’the Act’’). The direction takes effect from 16 June 2009 and ends
on 31 March 2012.

.
0301 Reconciliation of net admissible assets :
. |
Net admissible assets 86,497 !
Perpetual subordinated debt 3,500
Total capital resources after deductions 89,997
0310 Negative valuation differences Co
Deferred tax on capital allowances : 38 i
Valuation reserve for expense overruns 600 i
Total negative valuation difference | ‘ 638 ;
i
!
0313 Reconciliation of profit and loss and other reserves

Profit and loss account and other reserves at the end of the ;
previous financial year 27,900 !
Profit retained for the financial year

429 l

Profit arising in the long-term insurance funds that has not !
been transferred to the shareholder fund 14,806 -
Profit and loss account and other reserves at the end of the 43,135
|

current financial year
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NOTES TO THE RETURN (continued)

1305 Counterparty Limit - other than long term business

The Royal Bank of Scotland Group Treasury sets counterparty limits. These limits were
not breached during the financial year,

The permitted asset exposure limits excluding accrued interest are set out next to the
name of the approved credit institution below: !

Approved Credit Institution Limit E
Abbey National £5,000,000 ?
Banco Bilbao Vizcaya ' £5,000,000 i
Barclays Bank £5,000,000 ;
BNP Paribas £5,000,000 i
Calyon £5,000,000 |
Commerzbank £5,000,000
Dresdner £5,000,000 '
HBOS £5,000,000

ING £5,000,000 :
Lloyds TSB Group £5,000,000 ‘
National Australia Bank £5,000,000 !
Nationwide Building Society £5,000,000 L
Societe Generale ‘ £5,000,000 ‘ '
UBS AG “£5,000,000

|
1306 & 1312 Exposures to large counterparties 1

At 31 December 2009 exposure to the following counterpames (including accrued
interest) was greater than 5% of the sum of the insurer’s base capital resources

requirement and its long term insurance liabilities, excluding property linked habxlltles
and net of reinsurance ceded: ‘

!

Approved Credit Institution Total LTB OTLTB |
Barclays Bank £5,005,411 £4,218,532 £786,879 ,
Calyon £5,005,063  £4,218,184 £786,879 |
Commerzbank £5,000,062 £4,213,183 £786,879 '
Dresdner £5,003,122 £4,216,243 £786,879 i
HBOS £5,001,755 £4,214,876 £786,879 !
ING £4,500,787 £3,792,596 £708,191 f
Lloyds TSB £5,004,262  £4,217,383 £786,879 ‘
Nationwide Building Society £5,004,932 £4,218,053 £786,879 |
Royal Bank of Scotland £19,283,253  £16,289,890 £2,993,363 ‘,
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NOTES TO THE RETURN (Continued)

1310 Offsetting - long term business

Debtors and creditors have only been offset to the extent that they are due from/to the
same counterparty and in accordance with generally accepted accounting principles.

!

i
i

1319 Counterparty limit - long term business

The Royal Bank of Scotland Group Treasury sets counterparty limits. These limits were
not breached during the financial year. |

The permitted asset exposure limits excluding accrued interest are set out next to the
name of the approved credit institution below: |

Approved Credit Institution Limit |
Abbey National £5,000,000 !
Banco Bilbao Vizcaya £5,000,000 .
Barclays Bank £5,000,000 j
BNP Paribas £5,000,000 i
Calyon £5,000,000 3
Commerzbank £5,000,000 |
Dresdner £5,000,000 ;
HBOS £5,000,000 {
ING £5,000,000 |
Lioyds TSB Group £5,000,000 |
National Australia Bank £5,000,000 ;
Nationwide Building Society £5,000,000 g
Societe Generale £5,000,000 :
UBS AG £5,000,000
1401 Provision for reasonably foreseeable variations

t

The Company has not entered into any contracts or agreements which would require a
provision for reasonably foreseeable variations.
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NOTES TO THE RETURN (Continued) !

1402 Other

a) There were no charges on any of the assets of the company to secure the llablhtles
of any other person.

i

b) There were no capital gains tax liabilities.

¢) There were no contingent liabilities.

d) There were no guarantees, indemnities and other contractual commitments w1th
related parties at 31 December 2009.

€)  There were no fundamental uncertainties at 31 December 2009.

|
i

1405 Other adjustments to liabilities

At 31 December 2009 the Company had a valuation reserve of £600,000 in respect of

costs relating to closure of new business. ‘

P
)

1501 Provision for reasonably foreseeable variations

The Company has not entered into any contracts or agreements which would require a
provision for reasonably foreseeable variations.

1502 Other

t
t

a)  There were no charges on any of the assets of the company to secure the liabilities
of any other person.

1

|

b) There were no capital gains tax liabilities. :
|

¢) There were no contingent liabilities. ‘

d) There were no guarantees, indemnities and other contractual commitments wnth

related parties at 31 December 2009.

e) There were no fundamental uncertainties at 31 December 2009. o
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NOTES TO THE RETURN (Continued)

1700

Analysis of derivative contracts

4008

As the Company’s investment guidelines do not permit the use of derivative contracts
Form 17 has been omitted. ‘

Provision of management services

4009 Material Connected Party transactions

An agreement is in force under which RBS Insurance Services Ltd provides management
services to Direct Line Life Insurance Company Limited. ‘

i
An agreement was also in force under which Direct Line Life Insurance Company

Limited provided management services to Tesco Personal Finance unti] 04" Decembér
2009. :

|
|
!

During the year there was income of £63,000 from The Royal Bank of Scotland Group
plc in the form of bank interest. The Royal Bank of Scotland Group plc is the ultimate
parent company of Direct Line Life Insurance Company Limited. |

There was also a statutory recharge of £1,687,000 payable to RBS Insurance Services
Ltd for management services during the year. RBS Insurance Services Ltd is a fellow
subsidiary of The Royal Bank of Scotland Group plc. :,
As at 31 December 2009 there were material balances owed from connected parties. The
Royal Bank of Scotland Group plc owed £19,283,000 in the form of bank deposits.

|
The net balance owed by UK Insurance Limited in relation to creditor business was
£270,000, comprising £193,000 profit share payable and £463,000 net premiums
receivable. During the year total profit share payable in relation to creditor business was
£2,261,000, and total net premium income was £6,405,000 (comprising £9,541,000
gross written premiums and £3,136,000 commission). UK Insurance Limited is a fellow
subsidiary of The Royal Bank of Scotland Group plc. The sale of single premium

policies ceased in December 2008 which has had a negative impact on the creditor
business in 2009. |

There was also a balance owed to RBS Insurance Services Ltd ‘of £5,272,000 as at 31
December 2009. '
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4900 Fixed and variable interest assets

|
|
!
The Company’s non-linked fixed interest securities for the long-term insurance fund
does not exceed £100m !

52



Name of company DIRECT LINE LIFE INSURANCE COMPANY LIMITED !
l

Financial year ended 31 December 2009 '
!

- Statement of Derivatives required by Rule 9.29 of the Interim Prudential Sourcebook for Iﬁsurers
|

It is not company policy to invest in financial derivatives or quasi-derivatives and no such
- investments have been made during the year ended 31 December 2009. There are no other
matters to disclose in relation to Rule 9.29 (Chapter 9 ‘Financial Reporting — Accounts and
- Statements’) of the Interim Prudential Sourcebook for Insurers.
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' Financial year ended 31 December 2009

Statement of Controllers required by Rule 9.30 of the Interim Prudential Sourcebook for lnsurers

 The following persons have been shareholder controllers of the Company during the year ended 31
December 2009;

|

1) Direct Line Group Limited (DLG)
Percentage of shares in the Company held: 100%
Percentage of votes in the Company held: 100%

" 2) RBS Insurance Group Limited (RBSIG)

|

|

Percentage of shares in DLG held: 100% |
Percentage of votes in DLG held: 100% \

* |

3) The Royal Bank of Scotland Group plc i
Percentage of shares in RBSIG held: 100% 1
Percentage of votes in RBSIG held: 100% o

4) The Solicitor for the Affairs of Her Majesty’s Treasury as Nommees for Her Majesty’s Treasury
(UK Financial Investments Limited manages the shareholding)

l

Percentage of shares in The Royal Bank of Scotland Group held: 70% )
Percentage of votes in The Royal Bank of Scotland Group held: 70% :
|

|

i

;

t

|
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Certificate required by rule 9.34 of the Interim Prudential Sourcebook of Insurers !

We certify that:

1.

|
the return comprising Forms 2, 3, 11 to 16, 40 to 43, 46 to 48, 50, 51, 57, 58 and 60 (including the
supplementary notes) and the statements required by rules 9.29 and 9.30, and the statemerits,
analyses and reports required by rule 9.31 have been properly prepared in accordance with the
Accounts and Statements Rules set out in part [ and part [V of chapter 9 of IPRU(INS), the Interim
Prudential Sourcebook for Insurers, GENPRU, the General Prudential Sourcebook and INSPRU
the Prudential Sourcebook for Insurers;

the directors are satisfied that:
f

@) throughout the financial year, the company has complied in all material respécts with

the requirements in SYSC, Senior Management Arrangements, Systems and

Controls, and PRIN, Principles for Business, sections of the FSA Handbook as well

as the provisions of IPRU(INS), GENPRU and INSPRU as applicable; and

)
!

(ii) it is reasonable to believe that the company has continued so to 'comply
subsequently, and will continue so to comply in future; ‘

3 . . . . . ‘

In our opinion, premiums for contracts entered into during the financial year and the resu]tmg
income earned are sufficient, under reasonable actuarial methods and assumptions, and takmg into
account the other financial resources of the company that are available for the purpose, t0 enable

the company to meet its obligations in respect of those contracts and, in particular, to establlsh
adequate mathematical reserves;

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

in preparation of the return we have taken and paid due regard to actuarial advice from the actuary
appointed to perform the actuarial function in accordance with SUP 4.3.13R.

\
!
'
!
|
I

"N .
............................... Director .
P R Geddes '
L J Barlett
3':’\“ ............................... Director
S K Howard

i
24 March 2010
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Report of the auditors to the directors pursuant to Rule 9.35 of the Interim Prudential Sourcebook
for Insurers E

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

o Forms 2, 3, 11 to 16, 40 to 43, 48, 58 and 60 (including the supplementary notes thereon and
supplementary notes 0301 to 4900) on pages 3 to 31 and pages 47 to 52 (“the Forms”); |

° the statement required by [PRU(INS) rule 9.29 on page 53 (“the Statement™); and ’

'
|

e the valuation report required by IPRU(INS) rule 9.31 (a) on pages 32 to 46 (“the valuation repon”).
We are not required to examine and do not express an opinion on: i
o Forms 46, 47, 50, 51 and 57 on pages 23 to 24 and pages 26 to 29; - i

{

|

o the statement required by IPRU(INS) rule 9.30 on page 54; and

o the directors’ certificate required by IPRU(INS) rule 9.34 on page 55 (“the directors’ cextiﬁcz{te”).

Our report is provided to the directors of Direct Line Life Insurance Company Limited in accordance
with rule 9.35 of the Interim Prudential Sourcebook for Insurers. We acknowledge that our report will be
provided to the FSA for the use of the FSA solely for the purposes set down by statute and the FSA’s
rules. Our work has been undertaken so that we might state to the company'’s directors those matters we
are required to state to them in an auditors’ report on an annual FSA return for an insurer and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the FSA, and the company, for our work, for this report, or for the opinions we have formed.

i

Respective responsibilities of the company and its auditors |

The company is responsible for the preparation of an annual return (including the Forms, the Statement,
the valuation report, the forms and statement not examined by us and the directors’ certificate) under the
provisions of the Rules. The requirements of the Rules have been modified as set out in suppler‘nentary
note 0201. Under IPRU(INS) rule 9.11 the Forms, the Statement, the valuation report, the forms and
statement not examined by us and the directors’ certificate are required to be prepared in the manner
specified by the Rules and to state fairly the information provided on the basis required by the Rulfes.

The methods and assumptions determined by the company and used to perform the actuarial

investigation as set out in the valuation report, prepared in accordance with IPRU(INS) rule 9;.31 are
required to reflect appropriately the requirements of INSPRU 1.2. '

|
!
)
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Report of the auditors to the directors pursuant to Rule 9.35 of the Interim Prudential Sourcebook

for Insurers (Continued) E

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

Basis of opinion }

We conducted our work in accordance with Practice Note 20 ‘The audit of insurers in thé United
Kingdom (Revised)’ issued by the Auditing Practices Board. Our work included examination, on a test
basis, of evidence relevant to the amounts and disclosures in the Forms, the Statement and the valuation
report. The evidence included that previously obtained by us relating to the audit of the financial
statements of the company for the financial year. It also included an assessment of the sngmﬁcant

estimates and judgements made by the company in the preparation of the Forms, the Statement and the
valuation report.

We planned and performed our work so as to obtain all the information and explanations whlch we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
Forms, the Statement and the valuation report are free from material misstatement, whether caused by
fraud or other irregularity or error, and comply with IPRU(INS) rule 9.11. !

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

Opinidn

|
|
In our opinion: !
|
a) the Forms, the Statement and the valuation report fairly state the information f)rowded

on the basis required by the Rules, and have been properly prepared in accordance with
the provisions of those Rules; and

E
!

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

i

oy L ,

Deloitte LLP

Chartered Accountants and Statutory Auditor

London 24 Marclt 2010
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