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Al Reportonform 20 2010 Forward looking statements

This Annual Report contains certain “forward-looking statements” with respect to certain of our plans and our current goals and
expectations relating to our future financial condition, performance, results, strategic initiatives and objectives. Statements containing
the words “believes”, “intends”, “expects”, “plans”, “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 because they relate to future events and circumstances which are beyond our control. There may be changes to
assumptions used for determining results of operations or re-estimations of reserves for future policy benefits. As a result, our actual
future financial condition, performance and results may differ materially from the plans, goals, and expectations set forth in our
forward-looking statements.

Al forward-looking statements address matters that involve risks and uncertainties. We believe that these factors include, but may
not be limited to, those set forth under “Financial and operating performance” starting on page 18 and “Risks relating to our
business” starting on page 111, with regard to trends, risk management, and exchange rates and with regard to the effects of
changes or prospective changes in regulation, and the following:

m the impact of difficult conditions in the global capital markets and the economy generally;

the impact of government and central bank initiatives related to the difficult economic environment;

defaults and impairments in our bond, mortgage and structured credit portfolios;

the impact of volatility in the equity, capital and credit markets on our profitability and ability to access capital and credit;
changes in general economic conditions, including foreign currency exchange rates, interest rates and other factors that could
affect our profitability;

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

inability of reinsurers to meet obligations or unavailability of reinsurance coverage;

a decline in our ratings with Standard & Poor’s, Moody's, Fitch and A.M. Best;

increased competition in the UK and in other countries where we have significant operations;

changes to our brand and reputation;

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

a cyclical downturn of the insurance industry;

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

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

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

changes in valuation methodologies, estimates and assumptions used in the valuation of investment securities;

the effect of various legal proceedings and regulatory investigations;

the impact of operational risks;

the loss of key personnel;

the impact of catastrophic events on our results;

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

funding risks associated with our pension schemes;

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

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

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

You should also not place undue reliance on forward-looking statements. Each forward-looking statement speaks only as at the
date of the particular statement. We do not intend to, and undertake no obligation to (and expressly disclaim any such obligations to),
update publicly or revise any forward-looking statement as a result of new information, future events or otherwise. In light of these
risks, our results could differ materially from the forward-looking statements contained in this Annual Report. We may also make or
disclose written and/or oral forward-looking statements in reports filed or furnished to the US Securities and Exchange Commission
("SEC™), our annual report and accounts to shareholders, proxy statements, offering circulars, registration statements and
prospectuses, press releases and other written materials and in oral statements made by our directors, officers or employees to third
parties, including financial analysts.
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History and development of Aviva

General

We are a public limited company incorporated under the laws
of England and Wales. We are one of the world’s leading global
insurance groups. We are the sixth largest insurance group in
the world, based on gross written premiums for the 2009 year.
We are one of the top five providers of long-term insurance and
savings products in the UK, Ireland, the Netherlands, Poland and
Spain and one of the top ten providers of long-term insurance
and savings products in France and Italy for 2009. More detail is
provided within the operating segment review later in this
section. Our main activities are the provision of products and
services in relation to long-term insurance and savings, general
insurance and fund management.

Our history

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

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

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

Since 2002, we have grown in part through carefully
selected acquisitions, in particular the acquisitions of RAC in
2005 and AmerUs in 2006.

During 2009, we disposed of our long-term and savings
and wealth management in Australia and through an IPO we
sold approximately 42% of our Dutch business, Delta Lloyd.

In January 2010 we integrated our life, general insurance
and health businesses in the UK under one CEO. We also
announced the acquisition of River Road Asset Management, a
US equity manager, to support the expansion of Aviva Investors
business.

Further details of recent acquisitions and disposals can
be found in the section ‘Financial statements IFRS — Note 3 —
Subsidiaries’.

Business overview

Our aims and strategy

We have simplified and streamlined the Group, moving from a
federation of independent businesses to a successful global
business. However there is no doubt the world has changed
significantly in the last few years.

This is particularly true for Aviva's customers, who are
responding to the uncertain economic climate and lower
disposable incomes by paying down debt and saving more, to
ensure a more secure financial future for themselves and their
families. For insurance companies, such as Aviva, the capital
constraints of today demand investment discipline, greater
strategic focus and strong balance sheets. In addition, the
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regulatory environment has moved towards greater regulatory
scrutiny and the advent of Solvency II.

We assessed our strategic direction against the backdrop of
these changes and came away with three principal conclusions:
m Increasing geographic focus

We will focus on markets where we have strength and scale.

In determining our focus we will judge markets on their

potential to generate both $100 million of adjusted

operating profits and a 12% return on capital employed, or
$1 billion of franchise value for younger businesses. This
focus will allow us to capitalise on our leading market
positions in the UK and Europe, the world's largest life and
pensions market.

m  Benefiting from the combination of life and general
insurance

Our life and general insurance operations are excellent

businesses in their own right, but in addition to their

inherent strengths there are significant advantages of
running these businesses under one brand and in one
group, supported by Aviva investors.

m  Building on our core strengths
To be the best in both life and general insurance, we will
focus on our four core strengths of marketing and
distribution, financial discipline, technical excellence and
operational effectiveness, benefiting from a powerful brand
and growing customer franchise.

Our business

Overview

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

Our business is managed on a geographic basis through
a regional management structure based on four regions: UK,
Europe, North America and Asia Pacific. The four regions function
as six operating segments as both the UK and Europe regions are
split into two operating segments. Due to the size of the UK
region it is split into the UK Life and UK General Insurance
segments, which undertake long-term insurance and savings
business and general insurance respectively. In Europe, Delta Lloyd
is managed separately from the other European businesses;
therefore the region is split into Aviva Europe and Delta Lloyd
operating segments.

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

For information on the main categories of products sold in
each of these geographic segments over the last three years, see
‘Financial and operating performance — Regional performance’.

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

Long-term insurance and savings business

Long-term insurance and savings business accounted for over
75% of our total business based on sales for the year ended

31 December 2010. We reported total long-term insurance and
savings new business sales of £33.4 billion and investment sales
of £4.0 billion for the year ended 31 December 2010. Our focus
remains on growing our business profitably and improving our
operational efficiency so that we can fully benefit as our major
markets return to economic growth.
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Market position

In the UK we have a market share of 11% based on annual
premium equivalent (APE) according to the Association of British
Insurers (ABI) quarter three 2010 data. APE is a recognised sales
measure in the UK and is the total of new annual premiums plus
10% of single premiums. Long-term insurance and savings
products in the UK represented 25% of our worldwide sales for
the year ended 31 December 2010.

Long-term insurance products from our European businesses
(excluding the UK) represented 40% of total Group worldwide
sales for the year ended 31 December 2010.

In North America our life and annuity business is a leading
provider of both fixed indexed life and fixed indexed annuity
products, according to reports in 2010 from LIMRA and
AnnuitySpecs.

In the Asia Pacific region we operate in nine countries with
businesses at different stages of development.

Brands and products

In the UK we operated under the Norwich Union brand until June
2009, when Norwich Union became Aviva. Following the rebrand
of Hibernian Aviva in Ireland to Aviva in January 2010 and Aviva
Commercial Union in Poland to Aviva in June 2010, we operate
under the brand name Aviva throughout Europe and the rest of
the world. The exception to this is in the Netherlands, where we
operate under the Delta Lloyd brand.

Our long-term insurance and savings businesses offer a broad
range of life insurance and asset accumulation products. Our
products are split into the following categories:
®m  Pensions — a means of providing income in retirement for an

individual and possibly his or her dependants. Our pension

products include personal and group pensions, stakeholder
pensions and income drawdown.
®m  Annuities — 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 asset
accumulation contracts, which may be used to provide
benefits in retirement, and may be guaranteed, unit-linked
or index-linked.

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

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

m  Other, which includes equity release and structured
settlements.

m |nvestment sales comprise of retail sales of mutual fund type
products such as unit trusts, individual savings accounts

(ISAs) and Open Ended Investment Companies (OEICs).

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

General insurance and health
General insurance and health insurance together accounted for
21% of our total sales for the year ended 31 December 2010.
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In the year ended 31 December 2010, we reported general
and health insurance net written premiums of £9.7 billion.

Market position
We are one of the leading general insurers in the UK and
Ireland based on gross written premiums for the year ended
31 December 2009 and we are one of the top five general
insurers in Canada and the Netherlands, as based on gross
written premiums for the year ended 31 December 2009. The
Group has other European general insurance operations in
France, Italy, Poland and Turkey, and in Asia Pacific we sell
general insurance and health products in Malaysia, Singapore,
Indonesia and Sri Lanka.

In the year ended 31 December 2010, 47% of our total
general insurance and health business was written in the UK.

Brands and products

Our general insurance business currently operates under different
brand names, with Aviva and the RAC in the UK and Delta Lloyd
in the Netherlands. Our other general insurance operations in
Europe, Canada and Asia Pacific operate under the Aviva brand.
During 2010, businesses in Ireland and Poland completed their
transition to the Aviva brand as part of a global branding exercise.
RAC in the UK and Delta Lloyd in the Netherlands will remain
unchanged.

Our general insurance business concentrates on personal lines
and commercial lines insurance through the provision of motor,
household, travel, creditor, commercial liability and commercial
property coverage. Our health insurance business concentrates on
private health insurance, income protection and personal accident
insurance, as well as a range of corporate healthcare products.

Distribution

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

Fund management

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

Market position
Aviva Investors is ranked 32nd globally by assets under
management, according to Cerulli Associates’ December 2009
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ranking of asset managers by assets under management. Aviva
Investors operates under a single brand in 15 countries across our
regions of the UK, Europe, North America and Asia Pacific. The
other fund management businesses of Aviva comprise our
collective investment business with the Royal Bank of Scotland
Group in the UK, Delta Lloyd in the Netherlands and our
Navigator wrap administration business in Hong Kong and
Singapore. Total worldwide funds managed by Aviva Investors at
31 December 2010 was £260 billion, the substantial majority of
which currently relates to Aviva’s insurance and savings
operations.

Brands and products

Our business in the UK manages investments including equities,
fixed income, property, hedge fund and socially responsible
investments (SRIs) on behalf of institutional, pension fund

and retail clients. Up until 31 December 2010, we also sold retail
ISAs, unit trusts, OEICs and structured products under the Aviva
Investors and the Royal Bank of Scotland Group (RBSG) brands.

Operating segments

Each operating segment has a member of our executive
management team who is responsible for it and who is
accountable to the group chief executive for the operating
performance of their segment. The full membership of our
executive management team is set out on page 52. This structure
for our operating segments is intended to ensure the Group’s
ability to take advantage of market opportunities, improve speed
of response, eliminate duplication of effort, and encourage the
sharing of best practice in the interests of our customers and
shareholders, while providing local knowledge.

United Kingdom Aviva

Business overview and strategy

As a leading UK insurer, our UK business operates through two
major brands, Aviva and RAC. Our aim is to provide prosperity
and peace of mind to the 19 million customers, or one in three
UK households, who hold either long-term insurance, general
insurance, healthcare or motoring services products with us. Aviva
is a leading insurance brand and customer franchise in the UK.
We have significant customer reach with customers able to
purchase our products direct, through intermediaries, and
through significant partnerships with the top UK banks and other
institutions such as the Post Office.

We employ 21,000 people and operate from a number of
locations throughout the UK, including York, Norwich, Perth,
Glasgow, Eastleigh, Bristol and Sheffield. We also have
outsourcing relationships with a number of partners including
Swiss Re, Scottish Friendly and International Financial Data
Services (IFDS) in the UK, and WNS in India and Sri Lanka.

The UK life and general insurance businesses were drawn
together under common leadership at the start of 2010, creating
significant opportunities for shareholders and customers. We
identify brand, financial strength and a commitment to service, as
our key strengths. Our core strategy is to leverage our range of
market-leading products, our extensive distribution network and
our customer base to outperform the UK market. We believe that
our rigorous use of capital, further improvement in customer
retention, reduction in new business acquisition costs and
increase in productivity through the simplification of processes,
services and costs will drive greater value for shareholders.

In 2010, Aviva's UK markets have continued to be affected by
the challenging economic conditions experienced by the UK as a
whole, including the slowdown in the housing market.

United Kingdom Aviva Life

Business overview and strategy

Our UK life insurance business is a leading long-term insurance
and savings provider in the UK with a market share of 11% based
on third quarter 2010 ABI returns. Our key strengths include a
balanced distribution and broad product mix, a strong brand, and
underwriting and risk management expertise. This breadth of
distribution and product range aims to makes us more resilient to
changes associated with the implementation of the Retail
Distribution Review. We seek to outperform the UK Life market
while delivering enhanced margins and an increase in Internal
Rate of Return (IRR).

Market and competition

The UK long-term insurance market is highly competitive.
According to research undertaken by Aviva, in conjunction with
Deloitte, there is a potential annual pensions gap of some £317
billion, the difference between what an individual saves today,
and what they need to save in order to pay for a comfortable
standard of living in retirement. Research by Swiss Re also
identifies a potential protection gap of £2.4 trillion, which is the
difference between the life insurance and financial protection
cover an individual has and the amount they need to meet their
needs. We believe these shortfalls offer significant opportunities
for long-term insurance companies within this market.

The UK long-term insurance market is highly competitive. We
consider our main competitors to be Prudential, Legal & General,
AEGON, Standard Life and Lloyds Banking Group. The principal
competitive factors for our life insurance business in the UK are:
Financial strength and ratings;

Brand strength and customer advocacy;

Focus on customer and quality of service;

Range of product lines and quality of products on offer;
Strength of distribution channels;

Pricing; and

Investment management performance.

Products

We provide an extensive product range in the UK that covers
pensions, annuities, protection, bonds and savings and equity
release products, as well as investment products. We hold strong
positions in each of our key markets of savings, protection, and
annuity products based on APE in 2010 according to ABI returns.

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

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

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

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

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

We have a multi-distribution strategy. We are a leading provider
in the intermediary market with the majority of our sales through
independent financial advisers (IFAs). This is particularly the case
for our savings and investment products as customers seek advice
due to the complex nature of the products, the regulation
surrounding them and the need for these products to meet the
individual circumstances of the customer.

We are a leading insurance partner for the biggest UK banks
and building societies. We recently agreed the renewal of our
successful strategic partnership with Royal Bank of Scotland
Group with a new, exclusive seven year distribution agreement
for the sale of life, protection and pensions products from
1 January 2011. We will also be launching life protection
products through the extension of our existing general insurance
distribution agreement with Santander from June this year. We
have strong existing relationships with a number of banks and
building societies, distribution deals with the Co-operative
Insurance Society and the Post Office, and growing corporate
and direct channels.

United Kingdom Aviva General Insurance

Business overview and strategy

Aviva is a leading general insurer in the UK, with a market share
in 2009 of over 10% according to Datamonitor. We focus on
personal and commercial insurance and are also a leading
provider of motoring services through the RAC, as voted by the
JD Power survey since 2006.

Our key strengths include underwriting excellence and
product and distribution leadership. We aim to maintain a market
leading position while focusing on insurance fundamentals to
maximise returns through the insurance cycle. We seek to provide
excellent customer service, maintain disciplined underwriting and
pricing and control the impact of claims inflation.

Market and competition

The UK is the third largest insurance market in the world
according to the ABI based on data for 2009. In 2009, the top
four companies had approximately 36% (2008: 39%) of the
general insurance market share, based on Datamonitor figures for
gross written premiums.

Insurance profits in the UK general insurance market are
cyclical in nature, with different segments of the market at
different stages in the cycle. In personal motor we have seen
significant premium rate increases in 2010 in response to recent
increases in claims costs and frequencies, most notably for bodily
injury claims. Homeowner rates have seen little movement
reflecting a competitive environment and the depressed housing
market. Conditions in commercial lines have also remained
competitive with rating increases proving difficult to achieve. We
are growing our capability in Corporate Risks and Specialty Lines
business, building on our core underwriting and pricing strengths
to win in these markets.

In recent years, the growing proportion of commercial brokers
seeking to trade with us online has led us to invest more heavily in
our e-commerce propositions, ensuring we remain competitive
and alert to evolving customer needs in this important distribution
channel.

We consider our main competitors to be RBS, RSA, AXA,
Zurich, Lloyds Banking Group, Allianz and The Admiral Group.
The principal competitive factors for our general insurance
business in the UK are:
®m Range and quality of products;

Access to distribution;

Pricing and underwriting discipline;
Brand association;

Customer satisfaction;
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m  Claims handling; and
m  Cost management.

Products

We provide a range of general insurance products focused on
personal and commercial customers. We held top three positions
in all our major classes of business for 2009, according to
Datamonitor, based on gross written premiums. Our general
insurance business mix is approximately 60% personal lines and
40% commercial lines.

Our general insurance products include personal motor,
home, travel, payment protection, commercial motor, commercial
property and commercial liability insurance. We also offer a range
of breakdown products through the RAC.

Our personal motor insurance product range includes cars,
motorcycles and vans. For businesses we offer cover for fleets and
commercial vehicles.

Our home insurance products include building and contents
insurance and home emergency cover.

Our commercial products focus on insurance for small to
medium enterprises and, from 2010, the larger UK corporate risk
market. Looking forward we are aiming for controlled expansion
in both the corporate risks and specialty lines.

Distribution

We have a multi-distribution strategy. Our personal products are
sold directly to customers over the phone and through our
website www.aviva.co.uk, via brokers and through over 100
corporate partnerships. Our RAC insurance offerings are also
available through price comparison sites. For commercial
insurance, we focus on broker distribution and believe that
independent brokers remain the best source of the advice
required by business customers.

As part of our strategy to increase our appetite in the
Corporate Risks Sector (CRS), we now have a bespoke trading
floor in the City of London, providing direct access to our CRS
specialists.

Europe

Regional overview and strategy

Europe (excluding the UK) offers a huge opportunity for Aviva,
with $1.7 trillion growth in life and pensions assets expected
between 2009 and 2014, according to Oliver Wyman. We have a
major presence in the five markets of France, Ireland, Italy, Poland
and Spain, which between them represent nearly 80% of our
new business premiums. We are also focused on increasing our
presence in the growing markets of Russia and Turkey and
continue to manage our strategic investment in Delta Lloyd in the
Netherlands.

Through our leading bancassurance franchise and established
retail networks, we offer a range of life, pensions, general and
health insurance and asset management propositions, providing
the diversity and competitive strength that only a composite
insurance model can offer. We are already a top six provider in
our five largest markets for life products' and have a strategy to
grow our general insurance presence.

Aviva Europe

Our Quantum Leap transformation plan is focused on delivering
benefits in the markets of France, Ireland, Italy, Poland, Spain,
Russia and Turkey. Across these we operate a composite model,
selling life and pensions products, general insurance products and

' Based on regulatory data from FFSA,, IIF, ANIA, KNF, ICEA
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providing asset management propositions. In Russia and Spain we
currently have a purely life distribution model.

This pan-European composite distribution model enables us to
exploit our existing relationships and networks in order to develop
higher margin customer targeted products, to improve our
product mix by increasing sales of protection and unit-linked
products and to expand our general insurance distribution. Our
strategy is focused on developing five core capabilities, which are:
m  Customer-focused multi-channel distribution;

Product simplification and innovation;

Shared operational excellence;

General insurance claims management; and

Governance and risk management.

We have a strong bancassurance model that serves customers
throughout Europe via 55 banking agreements. We have strong
partnerships including Credit du Nord in France, six of the savings
banks in Spain, Allied Irish Bank in Ireland and relationships with
five banks in Italy, including UniCredit Group.

We also have a significant retail franchise, with a presence in
all of our markets, operating through more than 8,000 direct and
tied agents across 30 networks and with an independent sales
force of 6,000 consultants. This is supported by our move to a
single retail operating model, where shared tools and the creation
of centres of excellence are enabling us to maximise our sales
capability.

We are also building a shared platform that will provide us
with the ability to meet the demands of each prospective
partner’s requirements in a rapid and efficient way, creating value
for both Aviva and our partners, all whilst driving down the cost
per policy. This strategy is enabling us to increase our sales force
productivity, improve customer retention, develop and price
innovative and customer-centric product propositions and create
economies of scale through pan-European cost management.

Market and competition

The region is split between mature Western European markets
with high wealth and insurance penetration and the developing
markets of Central and Eastern Europe. Competitive intensity and
market consolidation varies across the region depending on the
size and stage of development of each market. Across the region
consolidation is low; based on total insurance premiums from the
CEA the top five insurers hold less than 35% of the market.

Our competitors comprise a mixture of large pan-European
insurers, such as Allianz and AXA, and local insurers, such as
Powszechy Zaxlad Ubezpieczan (PZU) in Poland and CNP
Assurances (CNP) in France. The largest insurers across the region
are Allianz, Generali and AXA.

Market data from SwissRe SIGMA shows that as at
31 December 2009, Aviva has a 5.5% share of the life markets
in which we operated (including the UK and non-participatory
investment contracts, excluding business written outside of
Europe, non-primary insurance and inaccessible markets, for
example compulsory healthcare), which makes us the fourth
largest insurer in Europe.

We have several strengths that we believe give us a
competitive advantage in Europe, which include:

m our strong bancassurance franchise;

m our diversified insurance model;

m  our firm establishment in the markets in which we have
chosen to compete; and

®m our pan-European transformation plan.

All of these strengths support our efficient, effective, composite
insurance model and allow us to pursue growth potential in the
underpenetrated markets of Russia and Turkey.

France

Business overview and strategy

Aviva France is one of the top ten insurance businesses in France,
being sixth in life insurance and eighth in general insurance as
measured by gross written premiums, according to L'Argus de
I’Assurance, as at 31 December 2008. Our life business has a
4.5% market share according to the Fédération Francaise des
Sociétés d’'Assurances (FFSA) as at 31 December 2010, based on
gross written premiums. Our general insurance business has a
1.9% share of the market as based on 2010 premium income,
according to the FFSA, measured by gross written premiums. Our
health business has a 2.3% share of the market based on 2008
premium income, also according to the FFSA, measured by gross
written premiums.

We offer a range of long-term insurance and savings
products, primarily for individuals, which focus on the unit-linked
market. We have a longstanding relationship with the Association
Francaise d'Epargne et de Retraite (AFER), which is the largest
retirement savings association in France with 730,000 members
as at 31 December 2010. We have a strong partnership with
Crédit Du Nord, operating through 931 bank branches as at
22 September 2010. Aviva France operates through two main
companies: Aviva Vie and Antarius.

In our general insurance business we predominantly sell
personal and small commercial lines insurance products through
an agent network and our direct insurer, Eurofil.

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

Market

We believe that the long-term insurance and savings market in
France has longer-term growth potential due to the ageing
population and the growing need for private pensions. We also
believe that the current volatility in the financial markets has
affected customer confidence in purchasing risk bearing products
although we believe that over a longer period, multi-funds
policies and unit-linked funds are the best insurance vehicles for
performance. In the context of the ageing population and
economic crisis, we believe our customers are expressing the need
to be reassured and protected financially. We believe that there
are real needs for protection in the form of long-term care and
safeguarding wealth.

The increase in health spending and the public authorities’
difficulties in financing the system are leading to a gradual
transfer of health spending to private insurers. The general
insurance market in France is mature and characterised by fierce
competition. For several years, price competition was high as they
aimed to gain market share, particularly in the personal lines
market. Price competition has, however, reached its limits as the
market currently faces increased claims frequency and a higher
average claims cost. In the last few years, the industry has also
faced major climatic events (storms Quentin, Klaus and Xynthia as
well as floods) which have impacted general insurers’ results.

Products

Aviva France provides a wide range of insurance solutions: life and
long-term savings, general insurance and asset management
through Aviva Investors France. The main products sold through
our life channel are long-term savings, pensions and regular
premium products and a broad range of protection products. We
are the main distributor of the AFER product which is a leading
savings product, benefiting from high customer confidence, a
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strong reputation and strong financial performance. In particular
we believe we have developed a reputation for excellence in unit-
linked products with on average 50% of our unit-linked funds
being first quartile performers in 2009, according to Aviva
Investors France.

Aviva France holds a majority stake in Union Financiere de
France (UFF) which we believe has gained a reputation for
expertise in managing, selecting and distributing mutual funds
and sourcing tax optimisation products.

In the general insurance market, our product range includes
household, motor, health, legal protection products and also a
broad range of insurance products for farms, craftsmen,
tradesmen and small to medium sized entities and specific
products for building firms and motor fleets.

Distribution

Aviva France has developed a multi-distribution model combining
retail, direct and bancassurance networks through owned
distribution channels, independent networks and partnerships.
Our retail networks sell through 870 tied agents, a direct sales
force composed of 338 advisors and 662 UFF consultants and
more than 1,000 active brokers in the life, health and
construction markets. Direct distribution is sold through Eurofil for
personal general insurance, Aviva Direct for health and protection
and Epargne Actuelle for the AFER product.

Eurofil is the second largest direct general insurer and Aviva
Direct is the second largest insurer of funeral expense plans in
France by number of policies according to the FFSA as at 31
December 2009.

We also operate in the bancassurance market through our
partnership with Crédit du Nord, a subsidiary of Société Générale
selling life, savings, protection and general insurance products.
This partnership gives Aviva access to 1.8 million customers, as at
31 December 2010. We also have several partnerships with car
manufacturers including Volvo, Ford, Mazda, Mercedes Benz and
GM.

Ireland
Business overview and strategy
Aviva Ireland had a 16% share of the Irish long-term insurance
and savings market in 2009 based on gross written premiums
according to the Irish Insurance Federation (IIF), and is the fourth
largest life and pension provider in Ireland. Our general insurance
business is the largest in Ireland, with a market share of 16% in
2009 according to the IIF. Aviva has a 13% market share making
it the third largest health insurer in Ireland based on research
conducted by REDC Research and Marketing (REDC) on behalf of
the Irish Health Insurance Authority (HIA). Aviva Ireland has over
one million customers across its general insurance, life & pensions,
asset management (which is managed by Aviva Investors) and
health insurance businesses.

Our strategy is focused on delivering sustainable, profitable
growth, maximising capital generation and leveraging our
product portfolio.

Market

The life insurance market in Ireland is largely consolidated with
approximately 78% of the market share being held by the top
four providers, including Aviva, according to a report by IFF based
on 2009 gross written premiums. We believe that customers have
moved away from traditional life products in Ireland because of
volatility in the stock markets and a slowdown in the housing
market in the last three years.

We believe that the general insurance market in Ireland
remains extremely competitive in both personal and commercial
lines, with large weather related losses in 2010 across the market
in January, November and December. Motor is the largest class of
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business representing 43% of the general insurance market
followed by property which accounts for 30% of the market at
31 December 2009, according to the IIF.

Products
Our long-term insurance and savings business offers a
comprehensive range of protection, bonds and savings and
pension products. The protection products include single, dual
and joint life insurance, mortgage protection, specified illness and
guaranteed whole life cover products. The pension range covers
retirement and investment products including government
promoted personal retirement savings account (PRSA) schemes.
Our general insurance and health businesses provide a wide
range of products including property, motor, travel, farm and
business insurance. Our motor business is more focused on
personal lines, while our property business is primarily commercial
lines. Our health insurance business provides a range of plans in
both the personal and company plan sector with access to
hospitals, treatment and scan centres.

Distribution

Aviva Ireland has a wide range of distribution channels, including
intermediary channels such as brokers, bancassurance partners,
corporate partners and direct channels including call centres,
internet and a nationwide branch network.

Our long-term insurance and savings products are distributed
through our broker network, our bancassurance partnership with
Allied Irish Bank plc (AIB) and our branch network. Our general
insurance business is sold through all of our distribution channels,
with an increasing proportion offered by direct and corporate
partners. We also provide branded products for a number of
financial institutions, namely AIB, Ulster Bank and Postbank.
Traditionally the majority of our health business was sold via our
direct channels; however there has been a significant increase in
the business sold through the intermediary channel in 2010.

Italy

Business overview and strategy

Aviva ltaly is the country’s sixth-largest life insurer, with a market
share of 5% based on 2009 premiums according to Associazione
Nazionale fra le Imprese Assicuratrici (ANIA). We are the 13th
largest general insurance company in Italy with a market share of
1%, and over 2.3 million customers, according to ANIA.

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

Market

In the Italian life market, large groups dominate the market, with
the top four providers writing 50% of the life premium income in
2009 according to ANIA. After the decline in the market in 2008,
the insurance industry in Italy reported a strong growth in
volumes in 2009 with gross written premiums up by 28% to
€118 billion according to ANIA. The life segment grew by 49%
driven by the strong demand by customers for with-profit
products. The general insurance segment declined 2% due to a
reduction in the motor segment.

In the Italian market, we believe that many customers prefer
investment products from well-established long-term insurance
companies as long-term savings vehicles. We also think that
consumers prefer developing a personal relationship with the
bank distributing products through one-to-one contact. Internet
and telephone channels are not widely used in Italy.
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Over the last few years, the Italian government has introduced
legislation to break the exclusive relationship between general
insurance companies and their ‘tied’ agents and therefore has
widened the availability of general insurance products from
different insurers. This has opened up the general insurance
marketplace to increased competition from different channels.

Products

Our long-term insurance and savings business offers a wide range
of products covering protection, bonds and savings and pensions.
The largest segment is single and regular premium savings and
investment products. These include unit-linked policies linked to a
range of investment funds as well as profit-sharing policies where
there is a minimum annual return credited to the policy and the
potential for an additional bonus. Also, we provide index-linked
products where there is typically some protection of capital at the
end of the policy term and a pay-out linked to the performance of
an index or basket of shares.

A growing area of the market is credit protection insurance,
where protection on death and disability is provided for
mortgages and credit loans. Individual and group pension plans
are also available and this part of the market is expected to grow
in the long-term given the ageing population and government
reforms to reduce the cost of state retirement provision. Our
general insurance business in Italy mainly provides motor and
home insurance products to individuals, as well as small
commercial risk insurance, including marine insurance, to
businesses. For reporting purposes the Italian general insurance
business is shown within ‘Other Europe’ in the general insurance
segment.

Distribution
Our products are distributed principally through bancassurance
partnerships with UniCredit Group, Banco Popolare Italiana Group
(BPI), Banca Popolari Unite (BPU) and Unione di Banche Italiana
(UBI). These partnerships give us access to more than 6,300
branches. In addition, we also have 650 insurance agents and
access to approximately 5,100 sales advisers, as at 31 December
2010.

We distribute general insurance products primarily through
agents and brokers, with a growing proportion of bancassurance
sales.

Poland (including Lithuania)

Business overview and strategy

Our Polish life operation is the fourth largest overall life insurer in
Poland (including JV Life), with a market share of 6% based on
total premium income as at 30 September 2010 according to the
Polish Financial Supervision Authority (KNF). Aviva Poland
completed its rebrand to Aviva in June 2010. It has more than
900,000 individual and group customers and manages over £3.1
billion of customers’ assets, providing both long-term insurance
and savings products. Our businesses have approximately 2,600
direct sales force members with 60 sales branches across the
countries as at 31 December 2010.

Aviva Poland has been one of the leaders of the second-pillar
pension fund market since its launch in 1999. Second pillar
pension funds are privately managed with first pillar being the
pay-as-you-go state pensions and third pillar being voluntary
contributions.

We have seen two tranches of significant legislative changes
to the pensions market in the last two years. In 2010 a change
was made to pensions’ legislation which limited pension funds’
potential income through a reduction of contract fees and a cap
on total asset management revenues. From 1 April 2011, a
further change has been announced whereby contributions

received by mandatory pension funds will be reduced from 7.3%
of gross salary t0 2.3%.

This has had the effect that our pensions business in Poland
has a market share of around 24% down from 25% last year and
2.8 million customers. Our product strategy for pensions is to
retain our status as one of the market leaders in terms of assets
and customers. In the short term we have overhauled our
compensation and bonus structure for our sales force with the
aim of linking compensation directly with the value generated by
the sale.

Our general insurance business in Poland commenced in 1997
and continues to develop. For reporting purposes the general
insurance business is shown within ‘Other Europe’ in the general
insurance segment.

Market

The Polish market for protection products has seen significant
growth since 1999, although penetration rates remain relatively
low according to our analysis of KNF statistics.

In 1999, Poland launched a comprehensive reform of its state
pension system and created privately managed funds. This
enabled private companies to offer pension products and made it
obligatory for all employees under 30 years of age to join one of
the competing pension funds. As described above, from 2010 the
Polish government started to implement restrictions on the fees
that pension fund management companies can charge, and it is
expected that the government will start to take higher
proportions of pension payments in 2011.

The general insurance market is continuing to grow, although
at a slower rate than the long-term insurance and savings market.
Growth is mainly driven by household and travel personal lines
and an increase in rates in commercial lines.

Products

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

Our pension business offers a standard product for all
customers as part of the privately managed second pillar pensions
market.

We offer general insurance products to both institutions and
individuals in Poland. For institutions we offer selected commercial
lines risks such as fire and loss-of-profit insurance, technical
insurance, insurance against loss of property during
transportation, civil liability insurance and commercial health
insurance. For individuals we offer home, accident and travel
insurance, which are primarily sold by tied agents, as well as
motor insurance, which is sold primarily through our direct
operation.

Distribution

The direct sales force is the main distribution channel for most of
the Polish group and is made up of 2,400 tied insurance agents
whose work is co-ordinated by a network of our sales branches
run by over 250 sales managers.

We are developing our bancassurance distribution channel.
Our biggest relationship is a joint venture with Bank Zachodni
WBK (a subsidiary of AIB) that sells both life and general insurance
products through the bank’s network of over 600 branches.

We also co-operate with independent insurance agencies and
brokers. We believe that these insurance brokers play a key role in
selling commercial lines general insurance. Our mutual funds are
also sold in brokerage houses and our individual products are
supported by call centre and website sales. We also have a direct
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platform (internet and call centre) for distribution of motor
insurance.
Spain
Business overview and strategy
Aviva Spain is the country’s fifth-largest long-term insurer by gross
written premiums with a market share of 7% in the third quarter
of 2010 according to Investigacién Cooperativa entre Entidades
Aseguradoras y Fondos de Pensiones (ICEA). Aviva Spain sells
long-term insurance and savings, health and accident insurance in
Spain through a bancassurance network based on joint ventures
with six banks (Bancaja, Caja Espafia, Caixa Galicia, Unicaja, Caja
Granada and Cajamurcia) and through Aviva Vida y Pensiones,
the wholly owned Aviva branded long-term insurance company.
Our strategy in Spain is to further develop our bancassurance
relationships and attract new partners when the opportunities
arise. We also intend to develop our general insurance offerings
through our existing partnerships. Overall, we will continue to be
customer-focused, react quickly to market trends and maximise
the sales of our core products, such as pensions and savings.

Market

We believe Spain’s savings banks, ‘the cajas’, continue to be
under pressure and a number may have to pursue mergers to
secure their positions. Any opportunities arising from this will be
considered by Aviva on their individual merits. In relation to
distribution agreements with bancassurance partners, Aviva is also
protected financially within our contracts with the cajas should a
merger result in the insurance services of the newly merged
company being awarded to the insurer of the other party
involved.

The top positions in the long-term insurance market are
dominated by bank-owned or bank-insurer joint ventures, with
the overall bancassurance channel accounting for more than 65%
of gross written premiums in the third quarter of 2010 in the
Spanish life insurance market according to ICEA.

Customers in Spain are accustomed to receiving advice
through traditional banking channels, and we leverage our cajas’
distribution channels to capitalise on this characteristic. We
believe that customers have a high level of financial
understanding and require comprehensive advice on products and
services.

Products

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

Distribution

Through bancassurance partnerships we have established

subsidiaries to distribute our products with each of the banks as

set out below:

B Aseval —in conjunction with Bancaja since 2000

m  Unicorp Vida — in conjunction with Unicaja since 2001

B CxG —in conjunction with Caixa Galicia since 2001

m  (Caja Espafia Vida — in conjunction with Caja Espafa since

2001

Caja Granada Vida — in conjunction with Caja de Granada

since 2002

m  Cajamurcia Vida — in conjunction with Cajamurcia since
2007
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Aviva Vida y Pensiones distributes our products through
professional intermediaries (financial advisers, agents and brokers)
and a direct sales force, supported by a branch office network
and call centres.

The strength of our distribution relationships has enabled us
to maintain our position as the second largest provider of
protection products in the market, according to the ICEA at 30
September 2010.

Russia
Business overview and strategy
Aviva Russia is ranked fifth in the life insurance market with a
7.8% market share according to the data published by the
market regulator, Finance and the Federal Service for Insurance
Supervision (FSSN) and first in the non-captive Pillar Ill pension
market with 17.5% market share, as at 30 September 2010. We
began trading in early 2006, with a strategy that we continue to
pursue, to position the business to take advantage of the growth
expected to occur as the Russian life insurance industry develops.
Compared with the same period last year, in the third quarter of
2010 Aviva's gross written premiums grew by 142%, which is
four times faster than the market, according to FSSN and the
insurance market regulator.

Aviva Russia is made up of a life company and two non-state
pension funds. Aviva Russia has a Net Promoter Score of 86 in
2010, a score that has been consistently high (2009: 85).

Market

The life insurance market in Russia has grown rapidly from a low
base over the last five-year period. Life insurance penetration in
Russia is much lower than in other BRIC countries (Brazil, Russia,
India and China are all countries that are deemed to be at a
similar stage of newly advanced economic development) and we
believe demonstrates strong potential for further growth.

Products

In Russia, we sell a range of products including individual accident
insurance largely through bank partners, group protection and
non-state pension products.

Distribution

At the end of 2010 Aviva Russia had 966,000 customers. Aviva
Russia has 19 distribution agreements with banks, operating in 63
out of 83 Russian regions. Approximately 50% of new business
sold is Group protection and corporate pensions.

Turkey

Business overview and strategy

AvivaSA, our long-term insurance and savings business in Turkey,
is the second largest pension provider in the market in terms of
assets under management ("AuM’), with a market share of 21%
as of 24 December 2010 as reported by the Turkish Pensions
Monitoring Centre. Our largest competitor in this market,
Anadolu, ranks first with a market share of 22%. We are also the
fourth largest life insurer in Turkey with a market share of 7% as
of 30 November 2010, as reported by the Association of
Insurance and Reinsurance Companies of Turkey.

AvivaSA has a bancassurance agreement with Akbank T.A.S.
(Akbank), Turkey's second largest privately-owned bank based in
terms of total assets according to The Banks Association of
Turkey.

Aviva Sigorta, our general insurance business in Turkey, is the
12th largest general insurer in Turkey with a market share of 3%
as of September 2010 according to the Insurance Union of
Turkey. Aviva Sigorta has over 750,000 customers and a sales
force of over 750 independent agents and brokers.
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Our strategy in Turkey is to pursue the high growth potential that
we believe this market offers.

Market

We believe that Turkey, with its large population and strong
economic growth, is a highly attractive market in the medium
term. The pensions market, for example, is growing very fast,
increasing 31% in the year to 31 October 2010 according to the
TSRBS. The general insurance market is slightly more tempered,
growing 5% in the year to 30 September 2010, according to the
TSRBS.

Products
AvivaSA's life and savings products include unit-linked pensions,
supplemented by protection insurance and other savings
products, which are aimed at medium to high-net-worth
customers and the leading national and multinational
corporations in Turkey.

Aviva Sigorta sells a diverse range of products including
personal motor, household, commercial property, SME, personal
accident, marine and travel insurance.

Distribution

In Turkey, we operate through a multi-channel distribution
framework consisting of bancassurance, direct sales force,
corporate sales, agencies and brokers.

Other Europe

Business overview and strategy

Aviva's other European businesses are in the Czech Republic,
Hungary, Slovakia and Romania. In the Czech Republic we are the
13th largest life insurer, with a 1.4% market share as at

31 December 2010 according to the Czech Insurance Association.
We have more than 50,000 customers and 115 staff as at

31 December 2010. In Hungary, we are the seventh largest life
insurance business, measured by gross written premiums as at

30 September 2010. Aviva Romania is the fifth largest voluntary
pensions provider as at 31 December 2010 as measured by fund
value according to the Private Pension Regulator (CSSPP) and the
seventh largest life insurance provider as at 30 September 2010
according to data gathered by Signal I[duna in Romania. We are
currently continuing to manage these markets for profitable
growth.

Market

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

Products

Czech Repubilic sells flexible unit-linked insurance products and
group life insurance schemes for corporate clients. Hungary sells
flexible unit-linked and traditional life products and sells unit-
linked savings products through Brokernet Slovakia. Romania
provides traditional life insurance products and started to offer
pension products to customers following government reforms
introducing compulsory pensions in 2008.

Distribution

In the Czech Republic, our sales force is made up of over 380
agents operating across 14 regional offices, with 17 independent
distributors. In Hungary, in addition to the direct sales force we
also sell through brokerage partners. In Romania, we distribute
through a direct sales force branch network of approximately 500
agents and have bancassurance partners, which include local
units of Piraeus Bank, Emporiki and Credit Europe Bank.

Delta Lloyd
Delta Lloyd is one of the top five financial services providers in the
Netherlands, with a growing operation in Belgium. Delta Lloyd
has been listed on the NYSE Euronext Amsterdam since 3
November 2009. At the time of listing we retained 58.3% of the
ordinary share capital and 54.0% of the voting rights in Delta
Lloyd. The IPO raised £1 billion of gross disposal proceeds and
since then the strategic management of our investment in Delta
Lloyd has been managed independently from other operations.
During 2010 Delta Lloyd offered scrip dividends in exchange
for cash dividends. We did not exercise this option which resulted
in the dilution of our shareholding by 0.7% to 57.6% at
31 December 2010.

Business overview and strategy

Delta Lloyd operates in the life insurance and pensions, general

insurance, fund management and selected banking markets in

the Netherlands and Belgium. The group employs approximately

5,800 permanent staff as of 31 December 2010. The German life

insurance operations are no longer considered core business by

management and we ceased writing new business in Germany in

the third quarter of 2010.

We identified “Delivering sustainable value for shareholders
through long-term focus” as being core to our strategy. To realise
this strategy the following initiatives have been implemented:

m  Simplify organisational structure in 2010, with the aim of
reducing costs by 2012 compared with the 2010 cost level.

m  Economies of scale through volumes. We will position
ourselves through our brands Delta Lloyd, OHRA and ABN
Amro Verzekeringen and develop standardised, flexible
“white-label” products.

m  Asset accumulation for the longer term via long term
pension and investment contracts.

m  Enhance knowledge of the customer and respond to
changing customer needs.

m  Prudent risk management by using hedging strategies to
protect against interest rate and equity risk.

m  Take a disciplined approach to consolidation. We believe we
are well placed for expected future consolidation within our
target markets. Delta Lloyd will only consider pursuing
mergers and acquisitions if strategic opportunities arise and
will create shareholder value.

m  Raise capital through the issue of senior unsecured debt. In
October 2010, a European Mid-Term Note (EMTN)
programme of maximum £2.1 billion (€2.5 billion) was
established to increase Delta Lloyd's financial flexibility.
Under this programme £491 million (€575 million) worth of
debt was issued in 2010 which will be used for working
capital purposes.

Market
Delta Lloyd continues to operate in a competitive saturated
market.

We believe that the Dutch insurance market is mature and
cost reduction and economies of scale are becoming increasingly
important. Customers are increasingly demanding that suppliers
provide value-for-money high-performing products with
transparent charges. The Dutch savings market is extremely
competitive with banks now able to offer retirement products on
the same terms as insurers.

In the life segment the focus is on profitable growth, for
example in the group pension market, and retaining customers
through the tax favourable bank savings product.

In the general insurance market there continues to be
competition on premium rates, particularly in the motor sector,
and increasing claims frequencies linked with the economic
downturn and weather related events. Managing the claims ratio
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and cost savings are the top priority in this highly competitive
market.

The credit crisis has resulted in a number of Delta Lloyd's
competitors seeking state or shareholder support. We expect this
situation to result in further industry reorganisation and
consolidation in the coming years.

In 2010, the Dutch Actuaries’ Association commented that
current longevity models have underestimated the longevity
improvement trend in the last two decades. A new set of
mortality tables has been issued by the ‘Actuarieel Genootschap’
(AG), CBS and the Insurers Association (Verbond van
Verzekeraars). The whole Dutch market will be impacted by the
assumption changes arising from these new tables.

Products

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

Our general insurance business offers a well diversified
product portfolio including personal, motor, travel and home
insurance and small to medium-sized commercial policies.

We also sell retail investment fund and mortgage products in
the Netherlands and retail banking products in Belgium.

Distribution
Delta Lloyd distributes long-term insurance and savings and
general insurance products under three brands: Delta Lloyd,
OHRA and through a joint venture with ABN AMRO. In the
Netherlands the Delta Lloyd brand works exclusively with
independent insurance intermediaries, while OHRA focuses on
direct channels such as telephone, internet and mail. The third
brand comprises a joint venture with ABN AMRO, reaching
customers through the extensive distribution networks of ABN
AMRO bank. The joint venture remains the exclusive insurance
partner for the current and future Dutch banking operations of
ABN AMRO, including Fortis branches which were integrated in
2010. We believe the Fortis integration will improve the
distribution opportunities in bancassurance.

Individual investment products are sold through private banks
including ABN Amro, ING and Rabobank.

North America

Regional overview and strategy

Aviva North America consists of two businesses: our life insurance

and annuity business in the US and our general insurance

business in Canada. Our strategic priorities for the region are
focused on driving profitable growth through improving our
position and competitiveness in North America through:

m focusing on our customers with compelling value
propositions, enhanced service and personalised customer
experience;

m improving the profitability and capital generation of the
North American Region, which is a net capital contributor to
the Group;

m selectively expanding and growing our core life insurance
and annuity distribution, products and capabilities;

m leveraging the sophisticated underwriting capabilities in our
general insurance business; and

®m  building on our strong high quality relationships with our
distribution partners.

Market and competition

The North American region is home to two of the world’s largest
and richest economies. Aviva has two businesses that currently
serve their respective home markets and are led by our regional
headquarters in Chicago.
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The US long-term insurance and annuity market and the
Canadian property and casualty insurance market are highly
fragmented markets with a large number of insurers. Competitors
for the products in which we specialise include global insurers
such as Allianz, Royal & Sun Alliance, ING and AEGON. Local
market competitors also feature in various product segments.

We consider our competitive advantages in the North America
region to be:
B Product innovation combined with a clear customer focus;
Quality of distribution partnerships;
Sophisticated pricing and underwriting capabilities;
Financial strength and performance; and
Investment management.

USA

Business overview and strategy

Aviva USA is a leading provider of both fixed indexed life
insurance and fixed indexed annuities according to sales reports
released in 2010 by the industry’s Life Insurance and Market
Research Association (LIMRA) and Indexed Sales and Market
Reports from AnnuitySpecs.com.

Over the last several years, Aviva USA has achieved significant
growth and market penetration in the US market. Aviva USA’s
strategy is to accelerate our growth of life insurance and
protection business and to expand our access to savings and
income markets. Today, Aviva USA has approximately one million
customers and employs more than 1,500 people across the
country from its headquarters in West Des Moines, lowa, and
offices in Topeka, Kansas, and Melville, N.Y.

Underlying our strategy is a focus on developing compelling
customer value propositions including enhanced product
offerings, personalised service and deeper relationships with key
distribution partners. We believe that US consumers want to be
understood and recognised for the distinct financial needs they
face. In 2010 Aviva USA introduced Building insurance around
YOU, a strategic focus on the customer with products designed
for their individual stage of life. By understanding our customers'’
priorities, we believe we can best deliver life and annuity products
to meet their changing needs.

Market

According to the World Bank, the US is the world’s largest
national economy, based on 2009 GDP. It is also the largest
insurance market according to an August 2010 Swiss Reinsurance
report on total premiums. This is especially true for retirement
savings products as more than 78 million members of the baby
boom generation move into retirement in the US. At the same
time, the US economy — and its financial sector in particular —
continues to feel the impact of the severe contraction due to the
financial crisis of the past two years. There are increasing signs of
economic recovery and, despite the recession, North America’s
economies remain among the world’s largest and its population
among the world’s wealthiest. Retirement savings represent 34%
of household assets in the US, according to a report by
Investment Company Institute, and, despite the uncertainty
affecting the financial markets, people continue to save and buy
insurance from brands they trust.

In Aviva USA, we believe we are well positioned to respond to
customer needs, having savings and investment products with
downside guarantees as a major component of our product
portfolio. The indexed annuity and indexed life markets in which
Aviva USA operates are dominated by a small number of insurers.
According to third quarter 2010 data compiled by LIMRA, the top
five indexed annuity providers hold 61% of the indexed annuities
market, while for indexed life insurance, the top five providers
account for 68% of the market. This product segment has seen
record sales growth in 2010, and continues to expand with new
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carriers introducing new product options, particularly in the life
insurance side of the business.

Products

Aviva's broad product portfolio offers flexible solutions to multiple
customer needs. We offer traditional universal life (UL) and
indexed UL products which are designed to accumulate cash
values that can later be used, if needed, by our customers. In the
protection market, the product offerings include term insurance
and secondary guarantee UL insurance designed to offer lower
cost death benefit protection with little to no cash accumulation
potential. In addition, Aviva offers a wide array of riders to
customise the coverage to meet each customer’s unique needs.
Amongst the riders is the innovative ‘Wellness for Life’ that offers
cost of insurance discounts to insureds that meet certain wellness
criteria. The rider benefits include a menu of wellness information
services provided through an exclusive relationship with Mayo
Clinic Health Services.

In the savings market, Aviva’s fixed annuity portfolio offers
customers tax-advantaged savings opportunities and protection
against the risk of outliving one's assets. We are receiving greater
demand for the guaranteed lifetime withdrawal benefit which
gives customers an opportunity to accumulate premiums at an
attractive guaranteed interest rate for the purposes of taking
withdrawals over his or her lifetime. In 2010, Aviva USA entered
the managed account guaranteed investment contract (GIC)
market with a product offering that leverages the investment
management capabilities of both our life insurance business and
those of Aviva Investors North America. In the past, Aviva has also
issued funding agreements in the institutional market.

Distribution

Aviva USA uses a multi-channel distribution strategy to bring its
products to market. We leverage these relationships to promote
and sell our fixed indexed annuities and life insurance products.
Our network covers all 50 states and includes 30,000 annuity and
life insurance producers, including career marketing organisations,
personal producing general agents, independent marketing
organisations and brokerage general agents.

Canada
Business overview and strategy
Aviva Canada has an 8% share of the Canadian general
insurance market, with a top five position in all major provinces
according to 2009 industry data provided by MSA Research Inc.
We believe that we are well placed in Canada for steady
organic growth and that our success is underpinned by strong
broker relationships, underwriting excellence and a balanced
portfolio of commercial and personal lines. We will continue to
develop and leverage our sophisticated pricing and underwriting
capabilities. We will also continue to address increasing customer
demand for choice and simplicity through our broker-distribution
model. In commercial lines, we aim to continue to profitably grow
our business by leveraging techniques developed in personal lines
in the small and medium enterprise sector.

Market

As the seventh-largest in the world, according to Swiss Re’s Sigma
World Insurance Report, Canada’s general insurance market is
established and stable. The four largest provinces generate
around 90% of total premiums with Ontario, the largest,
representing 47% on its own, according to 2009 industry data
provided by MSA Research Inc. In recent years the most
significant growth rates have been seen in western Canada,
where economic development has resulted in significant
population increases and a changing demographic profile.

With over 200 insurance companies, the Canadian general
insurance industry is highly fragmented with many small players
and no dominant consumer brand. Steady consolidation has
resulted in the top five companies sharing 35% of the market
with the top two companies, Intact Insurance and Aviva,
controlling 19%. The rest of the industry consists largely of
smaller, provincially based or niche companies.

While the direct and affinity channels are gradually increasing
market share, the traditional broker channel accounts for over
70% of distribution according to Axco’s Insurance Market Report
for Canada. Competition for growth has moved to investment in
brokers, direct to consumer marketing, and technology.

Products

We provide a number of general insurance products through our

Canadian companies including:

m  Property, home and automobile insurance, including
recreational vehicles and mobile homes insurance;

m  Niche personal insurance products including holiday and
park model trailers, horses, hobby farms, sailboats, power
boats and antique classic and custom cars; and

®  Small and medium-size enterprise commercial insurance,
including motor, property, liability, boiler and machinery,
and surety.

Distribution

We operate in Canada through a distribution network primarily
focused on approximately 1,700 independent retail brokers who
distribute our core personal and commercial lines. In addition, we
work closely with both independent and wholly owned specialty
brokers to distribute group insurance and specialty personal lines,
such as insurance for antique cars.

Asia Pacific

Regional overview and strategy

Aviva Asia Pacific operates in nine countries across the region
through both joint ventures and wholly-owned operations. China
and India, our key strategic markets, have large populations,
relatively high economic growth and are expected to generate a
significant portion of the insurance growth in Asia in the future.
Most of our businesses in our other countries (Singapore, Hong
Kong, South Korea, Malaysia, Sri Lanka, Taiwan and Indonesia)
are bancassurance led with strong joint venture partners.

Aviva Asia Pacific aims to create franchise value through
organic growth. Our goal remains to increase new business sales
and increase margins by strengthening our multi-channel
distribution platform.

In November 2010 we announced our intention to exit
Taiwan as we do not believe we can achieve our desired financial
returns in this market.

Market and competition

The Asia Pacific insurance market includes both mature markets
such as Singapore, Hong Kong and South Korea and emerging
markets such as China and India. China and India are ‘must-win’
markets given their demographics and are expected to generate a
very significant portion of the insurance new business in the
future. These markets accounted for around 33% of the Asia
Pacific segment’s long-term and pension sales in 2010. Markets in
South East Asia (Singapore, Hong Kong and Malaysia) remain
attractive given their high margins and double-digit growth.
These markets represented 36% of the segment’s long-term and
pension sales in 2010. South Korea is a large market where we
have a successful growing business, accounting for 25% of the
segment'’s long-term and pension sales in 2010. Other small
markets accounted for 6% of the segment'’s long-term and
pension sales in 2010.
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In long-term insurance and savings, we believe that the outlook is
positive, with high growth rates expected in the medium-term
owing to currently low penetration rates of insurance products in
many markets, high GDP growth, generally high savings rates and
the growing need for old age provision.

We believe that fundamentals of the Asia Pacific region are
highly attractive and competition from both local and
international players is increasing as a result. Local companies are
our main competitors in most markets.

We believe that the following factors position us well to
compete effectively in the region and provide a solid platform for
creating franchise value:

m  Balanced portfolio of fast-growing and high-margin markets;

m Strong position and/or partner in most major markets;

®  Multi-channel distribution, with particular strength in
bancassurance;

m A clear strategy with a sharp focus on franchise value
creation and organic growth; and

®m  Global group (brand, expertise, capital).

Asia

Business overview and strategy

Aviva has operations in nine markets in Asia, with businesses at
different stages of development.

In China, through our joint venture with COFCO Limited
(COFCO), we are ranked second in terms of annualised premium
equivalent (APE) among 28 foreign insurers according to China
Insurance Regulatory Commission as at 30 September 2010. We
have a presence in 11 provinces at 31 December 2010, with a
total of 44 city branches. We aim to achieve a top ten position by
2014, whilst improving profitability/margins. We will do so by
strengthening our multi-distribution competencies and continue
to be cost efficient, whilst developing talent and improving
customer experience.

In India, we operate in partnership with the Dabur Group
through an associate, Aviva Life Insurance Company India Limited.
We currently rank 11th among the private life insurance
companies in India based on APE as at 30 November 2010,
according to the Insurance Regulatory and Development
Authority (IRDA). We aim to be amongst India’s top 10 insurers by
evolving our product portfolio towards traditional products,
increasing productivity of our current bancassurance operations,
establishing new bank relationships and continuing to upgrade
our agency network into a high-performance channel.

In South Korea we own a 47% stake in Woori Aviva Life
Insurance Co., Ltd. through a partnership formed with Woori
Finance Holdings Company Ltd. Woori Bank is the second-largest
commercial bank in South Korea by market capitalisation. Our
business is young and growing; by the end of 2010 we have
increased our market share to 2.2% since our entry in April 2008,
and we aim to become a top ten player in the medium-term.

In Singapore, we rank fifth in the life long-term insurance
market by APE as at 30 September 2010 according to the Life
Insurance Association. We are one of the leading bancassurance
players in the market. We aim to be a top five player in the life
and health market, whilst continuing to improve margins,
building on the sales momentum in DBS in 2010 (306% above
2009) and through the launch of our financial advisory channel
Aviva Advisors.

In Hong Kong we are ranked 19th in the long-term insurance
market by APE as at 30 September 2010 according to the Office
of the Commissioner of Insurance. Our strategy is to build scale in
this high-margin market by expanding our distribution channels.

In Malaysia we own a 49% stake in two of CIMB Group's
subsidiaries, Commerce Life Assurance Berhad and Commerce
Takaful Berhad who have entered into bancassurance agreements
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with another CIMB Group subsidiary, CIMB Bank. We are ranked
14th with a market share of 1.8% at 30 September 2010. We
aim to become a top five life and takaful company in Malaysia.

In 2010, Aviva entered Indonesia through a joint-venture with
Asuransi Wahana-Tata. Our business is a top five provider of
group health and pension products and we aim to grow the life
insurance business.

In Sri Lanka, we own a 51% stake in Aviva NDB. We were
ranked the third largest life insurer and fifth largest general
insurer in the country, based on gross written premiums in 2009
according to the Insurance Board of Sri Lanka. We aim to become
a market leader in the life business .

In Taiwan, we have a 49% stake in First-Aviva Insurance
Company, a joint venture with First Financial Holdings Company
(FFHC). After three years of operation, we have recently
announced our decision to exit this market as we do not believe
we can achieve our desired financial returns.

Market

We believe that the fundamentals of the Asian markets are
attractive. Asia’s economies are reverting to pre-crisis levels. The
economic forecast from Asian Development Bank predicts GDP
growth for emerging markets in Asia of 8.2% in 2010 and 7.3%
in 2011. (Asian Development outlook 2010 update, 28
September 2010). Asian economic growth is expected to continue
to outpace the West, most notably in China and India.

In our view, we expect Asia to be the fastest growing region
for life insurance globally over the next decade. We also believe
that we are well-positioned to continue delivering strong growth
in both volumes and margins in our Asia Pacific business. Recent
IPOs and M&A transactions have evidenced favourable valuations.
While competition is increasing as a result of many international
competitors focusing on Asia for growth and domestic leaders
leveraging strong brands, we believe that our opportunity to
create franchise value through organic growth in Asia is
unprecedented.

Products

Our Asian businesses generally offer a range of protection, bonds
and savings and pension products including universal life,
participating life, unit-linked single and regular premium life
insurance, other savings and pensions products and a range of
accident and health insurance products. We believe that Aviva
has established itself as a strong player in the health and
protection market as well as in the child education segment. In
April 2010 Aviva launched an innovative direct insurance business
in Singapore by offering car, home and travel insurance online.

Distribution

We operate a multi-distribution strategy in Asia, with particular
strength in bancassurance. We aim to continue to harness the

benefits of multi-distribution in all of our markets as we expect
the regionally dominant agency sales force model to decline as
Asian markets mature.

Aviva Singapore has a multi-channel distribution strategy
building on a core bancassurance relationship with DBS Bank and
an expanding network of IFAs. We have launched Aviva Advisors
in 2010, an innovative owned channel led by high performing
advisors. We also launched the first online motor sales platform in
the market in 2010.

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

In China, India, Malaysia and South Korea bancassurance is
the main distribution channel. However, as we continue building
our multi-distribution platform across the region, other channels
are increasing in importance, diversifying our sources of revenue.
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Aviva Investors

Business overview and strategy

Aviva Investors was set up in 2008 to combine major fund
management components of the Aviva Group into a single global
fund management business. We have £260 billion in assets under
management as at 31 December 2010 and offer a broad range of
expert investment skills and experience around the world. We
manage internal funds for our long-term insurance and savings,
and general insurance operations as well as a range of external
retail and institutional funds. We provide these services across
most of our geographic operating segments, with services in 15
countries around the world, including the UK, the US, Canada,
France, Poland and Australia.

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

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

Our strategy is to rapidly grow our external business through
offering client-centric solutions and products to our customers
across an expanding global footprint. This will be achieved in
conjunction with the establishment of a globally integrated
organisation, supported by a high-performance culture and global
Core processes.

Market and competition

Following the creation of Aviva Investors, we consider our
competitor peer group to include large-scale global asset
managers such as those owned by Blackrock, AXA and Allianz.

In addition, we continue to look at UK-based providers who
have significant overseas operations, including both insurance-
owned companies such as Standard Life Investments and the
combined asset management businesses of Prudential plc
(primarily M&QG), as well as independent, listed managers like
Schroders and Aberdeen Asset Management.

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

Key identified competitive factors for Aviva Investors include:

m Investment performance;

® Brand;

m  QOur Aviva Group parentage;

m  Client service;

m  Scale;

m  Global product breadth and distribution reach;

m A range of capabilities to provide tailored solutions for
clients;

m  Risk management expertise; and

m  Capability in socially responsible investing and corporate
governance.

Products

Our product range is broad and covers most asset classes.
In Europe we have a range of SICAVs (domiciled in France,
Luxembourg and Poland). These funds cover all

key asset classes and normally have different share classes
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depending on the size and type of investor. Our normal
distribution model for these funds focuses on wholesale
distributors, asset allocators and smaller institutional investors.

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

We manufacture hedge funds in the UK, US and Poland.
These funds are generally registered offshore and are primarily
sold to the hedge funds industry, although we do also promote
single strategy funds to institutional clients, family offices and
wealth managers. The asset classes include fixed interest, multi-
asset, convertibles and equities.

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

In Australia, we have a range of unit trusts that are primarily
marketed to retail clients. The funds we manufacture are primarily
equity related funds with an Australian and Asian focus.

We also have four Dublin domiciled money market funds
addressing the sterling and euro money market segments.

These funds are sold by a specialist sales team based in London
and target corporate treasury functions.

Asset classes

Aviva Investors offers a wide range of investment across all asset

classes and in all significant financial centres worldwide. Where

we do not directly manage assets, we believe we have the skills

and experience to select the right third-party asset managers to

complement our own products.
Our investment capabilities, products and services comprise:

m  Alternatives — We offer a range of alternative investment
products from private equity fund of funds to hedge funds.

m  Equities — locally based teams focused on generating above
market performance.

®  Fixed Income — Our Fixed Income teams cover a
comprehensive product set: UK government securities,
liquidity products, corporate bonds, European and global
sovereigns, index-linked bonds, emerging markets (hard and
local currency debt) and high-yield instruments.

m  Global Investment Solutions — our Global Investment
Solutions team constructs client solutions across markets.

m Real Estate — We offer funds specific to property assets in
the UK, Europe and Asia, in addition to a global fund, client-
specific segregated funds and a multi-manager service.
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Organisational structure

The following chart shows, in simplified form, the
organisational structure of the Group as at

31 December 2010. Aviva plc, is the holding
company of the Group.

Subsidiaries

The principal subsidiaries of the Company are listed
below by country of incorporation. All are wholly-
owned, directly or indirectly, and transact insurance
or reinsurance business, fund management or
services in connection therewith, unless otherwise
stated.
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Aviva - COFCO Life Aviva Group
Insurance Company Huldlngs Limited*
Limited**
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Accident plc***

Aviva Investors Awviva International

Insurance Limited*

Holdings Limited*

.
UK Life Investment i t Aviva Insurance
Subeicae M & G Limited***
Subsidiaries
.
sssssssssssssnsnnnns
. .
Aviva Insurance Aviva International
UK Limited* Holdings Limited*
* Incorporated in England and Wales . H
** Incorporated in People’s Republic of China. . .
Aviva plc has a 50% interest in the joint venture = *
*** |ncorporated in Scotland UK General Overseas and other
**%% |ncludes other UK general insurance subsidiaries Insurance subsidiaries****
and certain investment management businesses Subsidiaries
United Kingdom Bermuda

Aviva Annuity UK Limited

Aviva Central Services UK Limited

Aviva Consumer Products UK Limited

Aviva Employment Services Limited

Aviva Equity Release UK Limited

Aviva Health UK Limited

Aviva Insurance Limited

Aviva Insurance Services UK Limited

Aviva Insurance UK Limited

Aviva International Insurance Limited

Aviva Investors Global Services Limited

Aviva Investors Pensions Limited

Aviva Investors UK Fund Services Limited
Aviva Investors UK Funds Limited

Aviva Life & Pensions UK Limited

Aviva Life Services UK Limited

Aviva Risk Management Solutions UK Limited
Aviva UKGI Investments Limited

CGU Underwriting Limited

Gresham Insurance Company Limited
Hamilton Insurance Company Limited
London and Edinburgh Insurance Company Limited
National Westminster Life Assurance Limited
RAC Financial Services Limited

RAC Insurance Limited

RAC Motoring Services

RAC plc

Royal Scottish Assurance plc

Australia
Aviva Investors Australia Limited

Barbados
Victoria Reinsurance Company Ltd

Belgium
Delta Lloyd Life N.V.

Aviva Re Limited

Canada
Aviva Canada Inc. and its principal operating subsidiaries:
Aviva Insurance Company of Canada
Elite Insurance Company
Pilot Insurance Company
Scottish & York Insurance Co. Limited
S&Y Insurance Company
Traders General Insurance Company

Czech Republic
Aviva zivotni pojist'ovna, a.s.

France
Aviva Participations SA and its principal subsidiaries:
Antarius S.A. (50.0%)
Aviva Assurances SA
Aviva France SA
Aviva Investors France SA
Aviva Vie S.A.
Aviva Epargne Retraite
Eurofil SA
Union Financiére de France Bangue (Banking) (74.3%)

Hong Kong
Aviva Life Insurance Company Limited
Aviva Portfolio Investment Services Limited

Hungary
Aviva Eletbiztosité Zartkériien Mkodo
Részvénytdrsasag
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Ireland
Aviva Europe SE and its principal subsidiaries:
Aviva Insurance Europe SE
Aviva Life and Pensions Europe SE
Aviva Investment Management Services Europe SE
Aviva Investment Management Europe SE
Aviva Health Group Ireland Limited (70.0%)
Aviva Life & Pensions Ireland Limited (75.0%)
Aviva Investors Ireland Limited

Italy
Aviva ltalia Holding S.p.A and its principal subsidiaries:
Aviva Assicurazioni S.p.A (50.0%)
Aviva Assicurazioni Vita S.p.A (50.0%)
Aviva ltalia S.p.A
Aviva Life S.p.A (50.0%)
Aviva Previdenza S.p.A (55.0%)
Aviva Vita S.p.A (25.5%)
Eurovita Assicurazioni S.p.A (40.5%)

Lithuania
Uzdaroji akciné gyvybés draudimo ir pensijy bendrové
‘Aviva Lietuva’

Luxembourg
Aviva Investors Luxembourg SA

Netherlands
Delta Lloyd N.V. (54.0%) and its principal subsidiaries:
Delta Lloyd ABN AMRO Verzekeringen Holding BV (51.0%)
Delta Lloyd Asset Management N.V.
Delta Lloyd Groep Particuliare Schadeverzekeringen N.V.
Delta Lloyd Bankengroep N.V. (Banking)
Delta Lloyd Levensverzekering N.V.
Delta Lloyd Schadeverzekering N.V.
OHRA Levensverzekeringen N.V.

Poland

Aviva Powszechne Towarzystwo Emerytalne Aviva BZ WBK S.A.
(90.0%)

Aviva Towarzystwo Ubezpieczen Na Zycie SA (90.0%)

Aviva Towarzystwo Ubezpieczen Ogolnych SA (90.0%)

Romania
Aviva Asigurari de Viata SA

Russia
Closed Joint Stock Insurance Company Aviva (Zao)

Singapore
Aviva Limited
Navigator Investment Services Limited

Performance review continued

Spain

Aseguradora Valenciana SA, de Seguros y

Reaseguros (Aseval) (50.0%)

Aviva Vida y Pensiones, S.A. de seguros y reaseguros (Sociedad
Unipersonal)

Caja Espana Vida, Compania de Seguros y Reaseguros (50.0%)
Caja Murcia Vida y Pensiones, de Seguros y Reaseguros S.A.
(50.0%)

Caja Granada Vida, de Seguros y Reaseguros, S.A. (25.0%)
CxG Aviva Corporacion Caixa Galicia de Seguros y Reaseguros,
S.A. (50.0%)

Unicorp Vida, Compania de Seguros y Reaseguros (50.0%)

Sri Lanka
Aviva NDB Insurance PLC (51.0%)

Turkey
Aviva Sigorta A.S. (98.6%)

United States

Aviva USA Corporation and its principal subsidiary:
Aviva Life and Annuity Company

Aviva Investors North America, Inc.

Associates and joint ventures

The Group has interests in the following operations that are
classified as associates or joint ventures. Further details of those
operations that were most significant in 2010 are set out in
"Financial statements IFRS — Notes 15 and 16".

United Kingdom

The Group has interests in several property limited partnerships.
Further details are provided in "Financial statements IFRS — Note
15",

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

India
Aviva Life Insurance Company India Limited (26.0%)

Malaysia
CIMB Aviva Assurance Berhad (49.0%)
CIMB Aviva Takaful Berhad (49.0%)

South Korea
Woori Aviva Life Insurance Co., Ltd (47.3%)

Turkey
AvivaSA Emeklilik ve Hayat A.S (49.8%)
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Selected consolidated financial data
The following table sets forth our selected consolidated financial data for the periods indicated. This data is derived from our
consolidated financial statements prepared in accordance with IFRS as issued by the IASB.

The selected consolidated financial data for the five years ended 31 December 2010 has been derived from, and should
be read in conjunction with, our audited consolidated financial statements and the related notes in these financial statements.

Income statement data

2010 2009 2008 2007 2006
Amounts in accordance with IFRS £m £m £m £m fm
Income
Gross written premiums 36,274 34,690 36,206 30,991 28,735
Premiums ceded to reinsurers (1,863) (2,576) (1,841) (1,658) (1,501)
Premiums written net of reinsurance 34,411 32,114 34,365 29,333 27,234
Net change in provision for unearned premiums (75) 559 277 (21) 93
Net earned premiums 34,336 32,673 34,642 29,312 27,327
Fee and commission income 1,782 1,789 1,885 1,760 1,870
Net investment income/(expense)? 21,993 25,155 (16,043) 9,689 15,908
Share of profit/(loss) after tax of joint ventures and associates 131 (504) (1,128)  (304) 485
Profit on the disposal of subsidiaries and associates 159 153 7 49 222
58,401 159,266 19,363 40,506 45,812
Expenses
Claims and benefits paid, net of recoveries from reinsurers (29,152) (27,549) (29,353) (27,121) (23,444)
Change in insurance liabilities, net of reinsurance (7,177) (5,682) 3,885 (3,508) (2,594)
Change in investment contract provisions (8.741) (11,185) 10,629 (2,018) (6,002)
Change in unallocated divisible surplus 329 (1,547) 4,482 2,922 (558)
Fee and commission expense (5.867) (4,396) (4,411) (4,244) (5,461)
Other expenses (3,537) (5,366) (5,416) (3,473) (3,557)
Finance costs? (1,422) (1,519) (1,547) (1,217) (856)
(55,567) (57,244) (21,731) (38,659) (42,472)
Profit/(loss) before tax 2,834 2,022 (2,368) 1,847 3,340
Tax attributable to policyholders’ returns (394) (217) 1,068 (15) (346)
Profit/(loss) before tax attributable to shareholders’ profits 2,440 1,805 (1,300) 1,832 2,994
Tax attributable to shareholders’ profits (548) (490) 415 (334) (594)
Profit/(loss) for the financial year 1,892 1,315 (885) 1,498 2,400

Per share Per share Per share Per share Per share

Profit/(loss) per share attributable to equity shareholders:
Basic 50.4p 37.8p (36.8)p 489p 88.0p
Diluted 49.6p 37.5p (36.8)p 485p 87.0p

Per share Per share Per share Per share Per share

Dividends paid per share 255p 240p 33.0p 33.0p 30.0p

Millions Millions Millions Millions Millions
Number of shares in issue at 31 December 2,820 2,767 2,658 2,622 2,566
Weighted average number of shares in issue for the year 2,784 2,705 2,643 2,588 2,469

Statement of financial position data

2010 2009 2008 2007 2006
Amounts in accordance with IFRS fm £fm £fm £fm £m
Total assets 370,107 354,391 354,562 321,326 294,851
Gross insurance liabilities 177,700 171,092 174,850 152,839 144,230
Gross liabilities for investment contracts 117,787 110,015 107,559 98,244 88,358
Unallocated divisible surplus 3,428 3,866 2,325 6,785 9,465
Core structural borrowings 6,066 5489 5525 4311 4,195
Other liabilities 47,401 48,843 49,730 43,120 34,539
Total liabilities 352,382 339,305 339,989 305,299 280,787
Total shareholders’ equity 17,725 15,086 14,573 16,027 14,064
Total share capital’ 905 892 864 855 841

1. Total share capital comprises Ordinary share capital and Preference share capital.
2. 2009 comparative figures for net investment income/(expense) and finance costs have been reclassified to conform with the treatment adopted in 2010. Please refer to “Financial Statements IFRS
Note 2(a) - Presentation changes” — for more detail.
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Financial and operating performance

We are the sixth-largest insurance group in the world, based on
gross written premiums for the 2009 fiscal year. We are one of
the top five providers of life and pensions products in the UK,
Ireland, Netherlands (through our Delta Lloyd subsidiary), Poland
and Spain and one of the top ten providers of life and pensions
products in France and ltaly, as based on total sales for 2009. Our
main activities are the provision of products and services in
relation to long-term insurance and savings, fund management
and general insurance.

Factors affecting results of operations

Our financial results are affected, to some degree, by a number of
external factors, including demographic trends, general economic
and market conditions, government policy and legislation and
exchange rate fluctuations. See ‘Shareholder information — Risks
relating to our business’ and ‘Performance review — Risk
management’ for more information on risks associated with these
and other factors. In addition, our financial results are affected by
corporate actions taken by the Group, including acquisitions,
disposals and other actions aimed at achieving our stated
strategy. We believe that all of these factors will continue to
affect our results in the future.

Demographic trends

Our results are affected by the demographic make-up of the
countries in which we operate. The types of products that we sell
reflect the needs of our customers. For example, in regions and
countries with a high proportion of older people, a larger
proportion of our sales will reflect their needs for pre-and post-
retirement planning. Our sales levels will also be impacted by our
ability to help provide useful information to such policyholders on
retirement planning and to offer products that are competitive
and respond to such policyholders’ needs.

In our long-term insurance and savings business we make
assumptions about key non-economic factors, such as the
mortality rate that we expect to be experienced by our
policyholders. In countries where the life expectancy is growing,
this will need to be reflected in our pricing models as lower
mortality rates will increase profitability of life insurance products
but will reduce the returns on annuity products. We review our
assumptions against our own experience and industry
expectations. During 2008 and 2009 our results were not
impacted by any major changes in mortality assumptions. In
2010, a new set of Dutch mortality tables has been issued by the
‘Actuarieel Genootschap’ (AG), CBS and the Insurers Association
(Verbond van Verzekeraars). Following this, we made an
exceptional strengthening of longevity assumptions in the
Netherlands, which reduced IFRS profit by approximately £483
million before tax and non-controlling interests.

Economic conditions

Our results are affected by the levels of economic activity in our
geographic markets and, consequently, by economic cycles in
those markets. High levels of general economic activity typically
result in high levels of demand for, and therefore sales of, our
products and services. Economic activity in turn is affected by
government monetary and fiscal policy as well as by global
trading conditions and external shocks such as terrorist activity,
war and oil price movements. During 2009 and 2010, we saw
improved economic activity across our regions and although
customers continued to prefer cash deposits, we saw movement
towards investment products resulting in increased investment
sales, primarily across Europe and Asia.

Capital and credit market conditions

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

During 2010, the capital and credit markets showed substantial
recoveries from the end of 2009 as market sentiment improved.
The amount of investment variance improved to £791 million in
2010 (2009: £75 million adverse), including £1,010 million related
to Delta Lloyd. Of the £1,010 million, approximately £800 million is
due to differing movements in asset and liability yield curves while
the remainder primarily relates to gains on interest rate derivatives.
Liabilities in Delta Lloyd are discounted using a yield curve based on
a fully collateralised AAA bond portfolio. The discount rate
increased in 2010 as an impact of around 80bps in credit spreads
on collateralised bonds was only partially offset by lower risk-free
yields. As a result, whilst lower interest rates increased the market
value of assets, this has not been offset by a corresponding
movement in liabilities. This was partly offset by negative economic
variances of £154 million in Aviva Europe, primarily from the impact
of increased bond yields and credit spreads on assets in Ireland, Italy
and Spain.

With-profits business

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

The level of bonuses declared to policyholders is influenced by
the actual returns on investments and our expectation of future
rates of return. While bonuses can never be negative, a predicted
sustained fall in equity markets could lead to a reduction in
annual and terminal bonus rates, and so reduce both policyholder
returns and shareholders’ profit under IFRS. Over the early part of
this decade, the combination of a decline in equity markets and
the general outlook for lower interest rates led to reductions in
annual bonus rates, and the corresponding shareholders’ share of
profits. The subsequent recovery in equity markets over 2003—
2007 led to a partial reversal of this trend. During 2008 and 2009
the worsening economic conditions impacted on UK bonus levels
but the annual effect of this for both policyholders and
shareholders was offset by the benefit from the one-off special
bonus mentioned below. Improving investment returns over 2010
have increased bonus rates although the impact of smoothing
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inherent within bonus calculations means that this is not
universal.

Shareholders’ profits arising on with-profits business under
IFRS depend on the total bonuses declared to policyholders on an
annual basis. A special bonus distribution was announced for
policyholders of two of our UK with-profits funds, with the final
payment made in 2010. This special bonus reflects the financial
strength of those funds, and provided an uplift to IFRS profits in
2008, 2009 and 2010. The uplift in 2010 is approximately
£58 million, net of tax.

General insurance and health underwriting cycle

Our general insurance and health business is comprised of our
property and casualty insurance and health insurance operations.
In 2010, general insurance accounted for 28% of Group net
written premiums from continuing operations. Demand for
general insurance is usually price-sensitive because of the limited
degree of product differentiation inherent in the industry. As a
result, the price of insuring property and casualty risks is subject
to a cycle (called an underwriting cycle). In periods when the price
of risk is high, the high profitability of selling insurance attracts
new entrants and hence new capital into the market. Increased
competition however drives prices down. Eventually the business
becomes uneconomic and some industry players, suffering from
losses, exit the market while others fail, resulting in lower capital
invested within the market. Decreased competition leads to
increasing prices, thereby repeating the cycle. Although our
various general insurance markets are not always at the same
stage of the underwriting cycle, price competition has been
increasing within the UK and the rest of the world across most of
our general insurance business lines in recent years. We are now
seeing evidence of increased rating discipline in the UK resulting
from volatile investment markets.

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

Natural and man-made disasters

Our general insurance and health business results are affected by
the amount of claims we need to pay out which, in turn, can be
subject to significant volatility depending on many factors,
including natural and man-made disasters. Natural disasters arise
from adverse weather, earthquakes and other such natural
phenomena. Man-made disasters include accidents and
intentional events, such as acts of terrorism. These events are
difficult to predict with a high degree of accuracy, although they
generally occur infrequently at a material level. Our exposure to
large disasters has been somewhat reduced through the recent
strategic refocusing of our general insurance business mainly
towards personal lines business and small- to medium-sized
commercial risks. Our costs in connection with natural and man-
made disasters are also significantly mitigated by reinsurance
arrangements with external parties such that our maximum
exposure is limited to no more than approximately £300 million
for a one in ten year event or £550 million for a one in one
hundred year event. See ‘Financial Statements IFRS — Note 54 —
Risk Management’ and ‘Financial Statements IFRS — Note 39 —
Reinsurance Assets’ for further information on our reinsurance
programme.

Performance review
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In 2008, Ireland and Canada incurred some weather-related
losses and in 2009 the UK, Ireland and France were all impacted.
In 2010 the UK was impacted by severe freezes in January,
November and December.

Government policy and legislation

Changes in government policy and legislation applicable to our
business in any of the markets in which we operate, particularly in
the UK, may affect our results of operations. These include
changes to the tax treatment of financial products and services,
government pension arrangements and policies, the regulation of
selling practices and the regulation of solvency standards. Such
changes may affect our existing and future business by, for
example, causing customers to cancel existing policies, requiring
us to change our range of products and services, forcing us to
redesign our technology, requiring us to retrain our staff or
increase our tax liability. As a global business, we are exposed to
various local political, regulatory and economic conditions,
business risks and challenges which may affect the demand for
our products and services, the value of our investments portfolio
and the credit quality of local counterparties. Our regulated
business is subject to extensive regulatory supervision both in the
UK and internationally. For details please refer to the section
‘Shareholder information — Regulation’.

Exchange rate fluctuations

We publish our consolidated financial statements in pounds
sterling. Due to our substantial non-UK operations, a significant
portion of our operating earnings and net assets are denominated
in currencies other than sterling, most notably the euro and the
US dollar. As a consequence, our results are exposed to
translation risk arising from fluctuations in the values of these
currencies against sterling. Total foreign currency movements
during 2010 resulted in a gain recognised in the income
statement of £34 million, a decrease from a £154 million gain in
2009.

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

Movements in exchange rates may affect the value of
consolidated shareholders' equity, which is expressed in sterling.
Exchange differences taken to other comprehensive income arise
on the translation of the net investment in foreign subsidiaries,
associates and joint ventures. This aspect of foreign exchange risk
is monitored centrally against limits that we have set to control
the extent to which capital deployment and capital requirements
are not aligned. We use currency borrowings and derivatives
when necessary to keep currency exposures within these
predetermined limits, and to hedge specific foreign exchange risks
when appropriate; for example, in any acquisition or disposal
activity. During 2010, sterling had strengthened in value against
the euro, but marginally weakened against the dollar, resulting in
a foreign currency loss in other comprehensive income of £78
million (2009: £951 million loss).

The impact of these fluctuations is limited to a significant
degree, however, by the fact that revenues, expenses, assets and
liabilities within our non-UK operations are generally
denominated in the same currencies.

Acquisitions and disposals

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

Activity in 2010

On 17 February 2010, we sold our 35% holding in Sogessur SA
to that company’s main shareholder for a consideration of £35
million, realising a profit on disposal of £24 million.

On 24 February 2010, we acquired 100% of River Road Asset
Management, a US equity manager, to support the expansion of
Aviva Investors’ third-party institutional asset management
business. The total consideration was estimated as £83 million
(US$128 million).

On 31 December 2010 the Group entered into transactions
with RBS Group plc (RBSG) and agreed that, with effect from
31 December 2010, the Group would take ownership of the back
book of RBS Life in exchange for RBSG taking 100% ownership
of RBS Collective. Separately, a new distribution agreement was
signed between our UK Life business and RBSG, with the new
structure providing more flexibility in our long-term business
operations.

Activity in 2009

On 1 October 2009, we completed the sale of our Australian life
and pension business and wealth management platform to the
National Australia Bank for A$902 million (£443 million). The sale
supports Aviva's strategy of focusing on the key growth markets
in Asia where leading positions can be achieved.

On 3 November 2009, we completed the Initial Public
Offering (IPO) of approximately 42% of Delta Lloyd N.V. raising
€1.1 billion (£1 billion). The IPO enabled Aviva to monetise part of
its holding in Delta Lloyd, giving Aviva greater financial flexibility,
including the option to explore balance sheet restructuring and
further growth opportunities. It will also enhance the value and
liquidity of Aviva’s retained stake in Delta Lloyd.

Delta Lloyd, at the start of the year, sold its health business for
£235 million to OWM CZ Groep Zorgverkeraar UA (CZ). The sale
to CZ removed the underwriting risk and administration out of
Delta Lloyd whilst continuing to sell health products and also
market general insurance and income protection products to CZ's
customers.

Continuing with the Group'’s strategy to exit non-core
operations, we disposed of the British School of Motoring Limited
for a consideration of £4 million.

Activity in 2008

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

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

Reattribution of inherited estate
The ‘inherited estate’ refers to the assets of the long-term with-
profit funds less the realistic reserves for non-profit policies, 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.

The reattribution of our inherited estate completed on
1 October 2009 following the High Court’s approval of the offer
in September and final approval by the Aviva plc and Aviva UK
Life boards.

From a shareholder perspective the reattribution is expected
to enhance the cash flow profile of Aviva’'s UK life business and
will bring significant financial benefits. In return for the £471
million paid to policyholders at the time of the deal, shareholders
are expected to gain access to around £650 million of additional
capital over five years, to fund new, non-profit business.

Basis of earnings by line of business

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

Long-term insurance and savings business

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

UK with-profits business

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

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

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

Other long-term insurance and savings business

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

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

General insurance and health business

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

Fund management

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

Performance review
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Other business

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

Financial highlights

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

Non-GAAP measures

Sales

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

Long-term insurance and savings new business sales

Sales of the long-term insurance and savings business consist of:
Covered business or life, pensions and savings products:

m Insurance and participating investment business

This includes traditional life insurance, annuity business and with-
profits business

There is an element of insurance risk borne by the group
therefore, under IFRS, these are reported within net written
premiums.

®m  Non-participating investment business

This includes unit-linked business and pensions business

The amounts received for this business are treated as deposits
under IFRS and an investment management fee

is earned on the funds deposited

For new business reporting in the UK, companies continue to
report non-participating investment business within their ‘covered
business’ sales, in line with the historic treatment under UK
GAAP.

Non-covered business or investment sales:

m  These include retail sales of mutual fund type products
such as unit trusts and OEICs.

m There is no insurance risk borne by the Group therefore
under IFRS, these are treated as deposits and investment
management fee income is earned on the funds deposited.

m These have never been treated as ‘covered business’ for
long-term insurance and savings reporting so we show
these separately as investment sales.

Sales is a non-GAAP financial measure and key performance
indicator that we report to our key decision makers in the
businesses in order to assess the value of new business from our
customers and compare performance across the markets in which
we operate. We consider sales to be a critical indicator of new
business, and is the basis on which we provide analysis of our
results to our shareholders and analysts. The non-GAAP measure
of sales is also used internally in the determination of bonus
awards as an executive performance measure.

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

For long-term insurance and savings new business, we define
sales as the sum of the present value of new business premiums
(PVNBP) of life, pension and savings products and investment
sales.
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PVNBP is equal to total single premium sales received in the year
plus the discounted value of annual premiums expected to be
received over the terms of newly incepted contracts and is
calculated as at the date of sale. We adjust annual premiums to
reflect the expected stream of business coming from this new
business over future years. In the view of management this
performance measure better recognises the relative economic
value of regular premium contracts compared to single premium
contracts. PVNBP is a European insurance industry standard
measure of new business.

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

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

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

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

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

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

Performance review continued

2010
£fm

2009
fm

2008
£fm

Long-term insurance and savings

new business sales 37,360 35,875 40,240
General insurance and health sales 9,699 9,193 11,137
Total sales 47,059 45,068 51,377
Less: Effect of capitalisation factor on regular

premium long-term business (7,797) (8,612) (9,893)
Share of long-term new business sales from

JVs and associates (1,446) (1,277) (1,062)
Annualisation impact of regular premium

long-term business (538) (529) (613)
Deposits taken on non-participating

investment contracts and equity release

contracts (3,803) (3,481) (8,134)
Retail sales of mutual fund type products

(investment sales) (4,002) (3,872) (3,995)
Add: IFRS gross written premiums from existing

long-term business 5,963 6,547 7,730
Less: long-term insurance and savings

business premiums ceded to reinsurers (1,025) (1,730) (1,045)
Total IFRS net written premiums 34,411 32,114 34,365
Analysed as:

Long-term insurance

and savings net written premiums 24,712 22,921 23,228
General insurance and health net

written premiums 9,699 9,193 11,137

34,411 32,114 34,365

m Effect of capitalisation factor on regular premium

long-term business:

PVNBP is derived from the single and regular premiums of the
products sold during the financial period and is expressed at
the point of sale. The PVNBP calculation is equal to total single
premium sales received in the year plus the discounted value
of regular premiums expected to be received over the term of
the new contracts. The discounted value of regular premiums
is calculated using the market consistent embedded value
methodology proposed by the CFO Forum Principles.

The discounted value reflects the expected income

streams over the life of the contract, adjusted for expected
levels of persistency, discounted back to present value. The
discounted value can also be expressed as annualised regular
premiums multiplied by a weighted average capitalisation
factor (WACF). The WACF varies over time depending on the
mix of new products sold, the average outstanding term of
the new contracts and the projection assumptions.

m  Share of long-term new business sales from joint

ventures and associates:

Total long-term new business sales include our share of sales
from joint ventures and associates. Under IFRS reporting,

premiums from these sales are excluded from our
consolidated accounts, with only our share of profits or losses
from such businesses being brought into the income

statement separately.

®  Annualisation impact of regular premium long-

term business:

General insurance and health sales
General insurance and health sales are defined as IFRS net written
premiums, being those premiums written during the year net of
amounts reinsured with third parties, as set out in the segmental
analysis of results in ‘Financial Statements IFRS — Note 4 —
Segmental information’. For sales reporting, we use the GAAP [ ]
measure for general insurance and health business.

The table below presents our consolidated sales for the years
ended 31 December 2010, 2009 and 2008, as well as
the reconciliation of sales to net written premiums in IFRS.

As noted above, the calculation of PVNBP includes annualised
regular premiums. The impact of this annualisation is removed
in order to reconcile the non-GAAP new business sales to IFRS
premiums and will vary depending on the volume of regular
premium sales during the year.

Deposits taken on non-participating investment
contracts and equity release contracts:

Under IFRS, non-participating investment contracts are
recognised on the statement of financial position by recording
the cash received as a deposit and an associated liability and
are not recorded as premiums received in the income
statement. Only the margin earned is recognised in the
income statement.
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m Retail sales of mutual fund type products (investment
sales):
Investment sales included in the total sales number represent
the cash inflows received from customers to invest in mutual
fund type products such as unit trusts and OEICs. We earn
fees on the investment and management of these funds
which are recorded separately in the IFRS income statement
as 'fees and commissions received’ and are not included in
statutory premiums.

m IFRS gross written premiums from existing long-term
business:
The non-GAAP measure of long-term and savings sales
focuses on new business written in the year under review
while the IFRS income statement includes premiums received
from all business, both new and existing.

Adjusted operating profit

We report to our chief operating decision makers in the
businesses the results of our operating segments using a financial
performance measure we refer to herein as ‘adjusted operating
profit’. We define our segment adjusted operating profit as profit
before income taxes and non-controlling interests in earnings,
excluding the following items: investment return variances and
economic assumption changes on long-term and non-long-term
business, impairment of goodwill, amortisation and impairment
of other intangibles (excluding the acquired value of in-force
business), profit or loss on the disposal of subsidiaries and
associates, integration and restructuring costs and exceptional
items.

While these excluded items are significant components in
understanding and assessing our consolidated financial
performance, we believe that the presentation of adjusted
operating profit enhances the understanding and comparability of
the underlying performance of our segments by highlighting net
income attributable to ongoing segment operations.

Adjusted operating profit for long-term insurance and savings
business is based on expected investment returns on financial
investments backing shareholder and policyholder funds over the
period, with consistent allowance for the corresponding expected
movements in liabilities. The expected rate of return is determined
using consistent assumptions between operations, having regard
to local economic and market forecasts of investment return and
asset classification. Where assets are classified as fair value
through profit and loss, expected return is based on the same
assumptions used under embedded value principles for fixed
income securities, equities and properties. Where fixed interest
securities are classified as available for sale, such as in the US, the
expected return comprises interest or dividend payments and
amortisation of the premium or discount at purchase. Adjusted
operating profit includes the effect of variances in experience for
non-economic items, such as mortality, persistency and expenses,
and the effect of changes in non-economic assumptions. Changes
due to economic items, such as market value movement and
interest rate changes, which give rise to variances between actual
and expected investment returns, and the impact of changes in
economic assumptions on liabilities, are disclosed as non-
operating items.

Performance review

Adjusted operating profit for non-long-term insurance business is
based on expected investment returns on financial investments
backing shareholder funds over the period. Expected investment
returns are calculated for equities and properties by multiplying
the opening market value of the investments, adjusted for sales
and purchases during the year, by the longer-term rate of return.
This rate of return is the same as that applied for the long-term
business expected returns. The longer-term return for other
investments is the actual income receivable for the period.
Changes due to market value movement and interest rate
changes, which give rise to variances between actual and
expected investment returns, are disclosed as non-operating
items. The impact of changes in the discount rate applied to
claims provisions is also treated outside adjusted operating profit.

Adjusted operating profit is not a substitute for profit before
income taxes and non-controlling interests in earnings or net
income as determined in accordance with IFRS. Our definition of
adjusted operating profit may differ from similar measures used
by other companies, and may change over time.

The table below presents our consolidated adjusted operating
profit for 31 December 2010, 2009 and 2008, as well as
the reconciliation of adjusted operating profit to profit before tax
attributable to shareholders’ profits under IFRS.

2010 2009 2008

£m fm £fm
United Kingdom 1,411 1,165 1,377
Europe 1,434 1,196 1,141
North America 376 213 149
Asia Pacific 31 77 36
Aviva Investors 97 115 114
Other (799) (744) (520)
Adjusted operating profit 2,550 2,022 2,297

Add back adjusting items:
Investment return variances and economic

assumption changes on long-term

insurance business 791 (75)
Short-term fluctuation in return on investments

on non-long-term business (243) 95 (819)
Economic assumption changes on general

insurance and health business 61) 57 (94)
Impairment of goodwill (24) (62) (66)
Amortisation and impairment of intangibles (216) (144) (117)

Profit on the disposal of subsidiaries
and associates 159 153 7

Integration and restructuring costs (243) (286) (326)
Exceptional items (273) 45 (551)
Profit/(loss) before tax attributable to
shareholders’ profits 2,440 1,805 (1,300)
Consolidated results of operations
The table below presents our consolidated sales for the years
ended 31 December 2010, 2009 and 2008.
2010 2009 2008
£fm £fm fm
United Kingdom 16,385 14,261 18,756
Europe 21,810 21,750 21,806
North America 6,686 6,345 7,316
Asia Pacific 2,178 2,712 3,499
Total sales 47,059 45,068 51,377
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The table below presents our consolidated income statement
under IFRS for the years ended 31 December 2010, 2009 and
2008.

2010 2009 2008

£m £fm fm
Income
Gross written premiums 36,274 34,690 36,206
Premiums ceded to reinsurers (1,863) (2,576) (1,841)
Premiums written net of reinsurance 34,411 32,114 34,365
Net change in provision for
unearned premiums (75) 559 277
Net earned premiums 34,336 32,673 34,642
Fee and commission income 1,782 1,789 1,885
Net investment income/(expense) 21,993 25,155 (16,043)
Share o_f profit / (loss) of joint ventures and 131 (504) (1,128)
associates
Profit on the disposal of subsidiaries
and associates 159 153 7
58,401 59,266 19,363
Expenses
Claims and benefits paid, net of recoveries
from reinsurers (29,152) (27,549) (29,353)
Cha_nge in insurance liabilities, net of (7.177) (5,682) 3,885
reinsurance
Change in investment contract provisions (8,741) (11,185) 10,629
Change in unallocated divisible surplus 329 (1,547) 4,482
Fee and commission expense (5,867) (4,396) (4,411)
Other expenses (3,537) (5,366) (5,416)
Finance costs (1,422) (1,519)  (1,547)
(55,567) (57,244) (21,731)
Profit/(loss) before tax 2,834 2,022 (2,368)
Tax attributable to policyholders’ returns (394) (217) 1,068
Profit/(loss) before tax attributable to
shareholders’ profits 2,440 1,805  (1,300)

Sales

Year ended 31 December 2010

Sales in 2010 were £47,059 million, an increase of £1,991
million, or 4% from £45,068 million in 2009. Sales in the UK
increased for both long-term insurance and savings (19% increase
on 2009) and general insurance and health (6% increase on
2009). Europe sales were flat at £21,810 million (2009: £21,750
million) with lower sales in Poland, Spain and Delta Lloyd
offsetting growth in Italy and other Europe. North America long-
term insurance and savings sales increased by 4%, or £183
million, and general insurance sales increased by 9%, or £158
million. Sales in Asia Pacific were down on the prior year by £534
million, or 20%, with the impact of the sale of the Australian life
business in 2009 more than offsetting growth in other Asian
markets.

Year ended 31 December 2009

Sales in 2009 were £45,068 million, a decrease of £6,309 million,
or 12%, from £51,377 million in 2008. All regions reported a
decrease in sales in 2009. Long-term insurance and savings and
general insurance and health sales decreased by 24% in the UK
with Europe reporting an increase of 6% in long-term insurance
and savings sales offset by a 26% decrease in general insurance
and health sales mainly attributable to the sale of the Delta Lloyd
health business on 1 January 2009. North America long-term
insurance and savings sales decreased by £1,170 million, offset by
a 12% increase in general insurance sales in Canada. Asia Pacific
reported a decrease in sales of 22% mainly attributable to the
sale of the Australian business on 1 October 2009.

Income

Year ended 31 December 2010

Net written premiums in 2010 were £34,411 million, an increase
of £2,297 million, or 7%, from £32,114 million in 2009. All
regions reported increases on 2009 levels. General and health
insurance increased by 6% on 2009, and life insurance and

savings increased by 8%, fuelled by strong annuity sales in the
UK. Europe reported a £585 million increase in net written
premiums over 2009, whilst North America and Asia showed
increases in net written premiums of 4% and 27% respectively.

Year ended 31 December 2009

Net written premiums in 2009 were £32,114 million, a decrease
of £2,251 million, or 7%, from £34,365 million in 2008. Long-
term insurance and savings and general insurance and health
both reported decreases in net written premiums primarily in the
UK with a 36% decrease in long-term insurance and savings and
22% decrease in general insurance and health net written
premiums in the UK. Europe reported a 12% increase in net
written premiums with both North America and Asia Pacific
reporting a decrease in net written premiums of 2% and

11% respectively.

Net investment income

Year ended 31 December 2010

Net investment income for the year was £21,993 million, a
decrease of £3,162 million (2009: £25, 155 million). Investment
returns were generally lower than in 2009, with lower unrealised
gains on investments in 2010 and improved fair value
adjustments on investment properties.

Year ended 31 December 2009

Net investment income for the year was £25,155 million, an
increase of £41,198 million (2008: £16,043 million loss). During
2009, investment markets across the regions in which we
operated improved significantly from the falls in property and
equity markets that were experienced in 2008.

Other income

Year ended 31 December 2010

Other income (which consists of fee and commission income,
share of profit/(loss) after tax of joint ventures and associates, and
profit on disposal of subsidiaries and associates) increased by
£634 million to £2,072 million in 2010 (2009: £1,438 million).
The increase was primarily due to improved financial performance
by joint ventures and associates, with the share of profit in the
year being £131 million against a loss in 2009 of £504 million.

Year ended 31 December 2009

Other income (which consists of fee and commission income,
share of (loss)/profit after tax of joint ventures and associates, and
profit/(loss) on disposal of subsidiaries and associates) increased by
£674 million to £1,438 million in 2009 (2008: £764 million).
Profit/(loss) on disposal of subsidiaries and associates includes the
sale of our Dutch health business and our Australian long-term
insurance and savings business resulting in a profit of £153
million. The loss after tax of joint ventures and associates was
£504 million, an increase on 2008 of £624 million from increasing
property values from our property partnerships.

Expenses
Year ended 31 December 2010
Claims and benefits paid net of reinsurance in 2010 were
£29,152 million, an increase of £1,603 million over 2009 (2009:
£27,549 million) reflecting the overall growth of the portfolio and
surrender values. This includes a marginal decrease in claims
payments to general insurance and health policyholders.
Changes in insurance liabilities in 2010 were a charge of
£7,177 million, an increase of £1,495 million on the prior year
(2009: £5,682 million charge). This is primarily due to changes in
economic and non-economic assumptions.
The change in investment contract provision of £8,741 million
charge (2009: £11,185 million charge) is a result of improved
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investment markets across our regions resulting in increases in our
contract liabilities.

The change in unallocated divisible surplus (UDS) of £329
million credit (2009: £1,547 million charge) reflects rising
government bond yields in Italy, Spain and Ireland in the fourth
quarter of 2010.

Fee and commission expense, other expenses and finance
costs of £10,826 million decreased by £455 million from £11,281
million in 2009. Increased fee and commission expenses were
offset by lower other expenses, impairment charges and finance
costs: see ‘Financial Statements IFRS — Note 6 — Details of
expenses’.

Year ended 31 December 2009

Claims and benefits paid in 2009 were £27,549 million, a
decrease of £1,804 million (2008: £29,353 million). The decrease
in claims and benefits paid are a result of a fall in surrenders
during the year and our Dutch healthcare business being sold as
of 1 January 2009.

Changes in insurance liabilities in 2009 were a charge of
£5,682 million, an increase of £9,567 million (2008: £3,885
million credit). The unfavourable movement is a result of new
business provision and the impact of the euro against sterling.

The change in investment contract provisions of £11,185
million charge (2008: £10,629 million credit) is a result of
improved investment markets across our regions resulting in
increases in our contract liabilities and the impact of the euro
against sterling.

Unallocated divisible surplus charge of £1,547 million (2008:
£4,482 million credit) reflects the narrowing of investment spread
on participating assets and related liabilities. In 2008, a negative
balance in Spain created a charge of £203 million of which £159
million was reversed in 2009.

Fee and commission expense, other expenses and finance
costs of £11,281 million decreased by £93 million or 1% from
£11,374 million in 2008. Lower staff costs and impairment
charges were offset by higher exceptional costs following the
reattribution of the inherited estate in the UK — see ‘Financial
Statements IFRS — Note 6 — Details of expenses'.

Profit/(loss) before tax attributable to shareholders’ profits
Year ended 31 December 2010

Profit before tax attributable to shareholders in 2010 was £2,440
million against a profit of £1,805 million in 2009. The increase is
primarily due to the increase in premiums and decrease in
expenses, which more than offsets the drop in net investment
income.

Year ended 31 December 2009

Profit before tax attributable to shareholders in 2009 was £1,805
million against a loss of £1,300 million in 2008. The increase is
primarily due to favourable investment performance in 2009
which more than offset the decrease in premiums and increase in
expenses as discussed above.

Adjusting items

Year ended 31 December 2010

The long-term insurance and savings business investment
variances and economic assumption changes was a gain of £791
million (2009: £75 million charge). The favourable change is
mainly driven by differing movements in asset and liability yield
curves.

The short-term fluctuations and economic assumption
changes on the non-life business were a £304 million charge
(2009: £152 million credit). This is due to unfavourable market
movements in a number of our regions.

Performance review
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Impairment of goodwill was £24 million in 2010 (2009:
£62 million). The current year charge primarily relates to an
impairment recognised in an Italian associate and £9 million
against Taiwan.

Amortisation of intangibles increased by £72 million to
£216 million in 2010 (2009: £144 million) due to a £66 million
higher amortisation charge recognised in UK Life relating to an
accelerated amortisation period for certain assets.

Profit on disposal of subsidiaries and associates was £159
million (2009: £153 million). The profit comprises principally of a
£128 million profit in relation to the transaction with RBSG, as
described in note 3 to the IFRS financial statements.

Integration and restructuring costs for 2010 were £243
million (2009: £286 million). 2010 costs include expenditure on
restructuring programmes across the Group of £123 million; costs
in relation to the European ‘Quantum Leap’ transformation
programme of £40 million; and costs associated with preparing
the businesses for Solvency Il implementation amounted to £59
million.

Exceptional items in 2010 were £273 million adverse (2009:
£45 million favourable). This included exceptional strengthening
of longevity assumptions of approximately £483 million for Delta
Lloyd following the introduction of new mortality tables in 2010,
partially offset by a net gain on the closure of the UK pension
schemes of £286 million.

Year ended 31 December 2009

The long-term insurance and savings business investment
variances and economic assumption changes on long-term
insurance business was a charge of £75 million (2008: £1,631
million charge). The favourable change is driven by positive
market movements across our regions and the inclusion in 2008
of a £550 million provision for credit defaults in the UK.

The short-term fluctuations and economic assumption
changes on the non-life business were a £152 million credit
(2008: £913 million charge). Favourable market movements
across our regions were the primary driver for the change in the
current year result.

Impairment of goodwill was £62 million in 2009 (2008:
£66 million) driven by impairments in our UK life business and on
an ltalian associate.

Amortisation of intangibles increased by £27 million to
£144 million in 2009 (2008: £117 million) on higher levels of
bancassurance and other distribution agreements held within the
Group.

Profit on disposal of subsidiaries and associates were
£153 million. The profit comprises £31 million from the sale
of our Dutch health insurance business and £122 million from the
sale of our Australian life and pensions business.

Integration and restructuring costs for 2009 were £286
million (2008: £326 million). This includes £210 million for the
cost savings initiatives in the UK life and general insurance
businesses and Europe, which have delivered £170 million
annualised cost savings in the year.

Exceptional items for 2009 amounted to £45 million
favourable (2008: £551 million adverse). This includes an
exceptional gain resulting from the reattribution of the inherited
estate offset by strengthening of reserves in respect of several
specific discontinued commercial liability risks written in Canada a
significant number of years ago and the migration of all
remaining local brands, except Delta Lloyd and RAC, to the single
global Aviva brand, which has been implemented over the two-
year period 2008 to 2009.
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Adjusted operating profit

Year ended 31 December 2010

Adjusted operating profit increased by £528 million, or 26%, to
£2,550 million (2009: £2,022 million) for the reasons set out
above.

Year ended 31 December 2009

Adjusted operating profit decreased by £275 million, or 12%,

to £2,022 million (2008: £2,297 million) for the reasons set forth
above.

Regional performance

United Kingdom

Our operations in the UK consist of long-term insurance and
savings business, which provides products such as bonds and
savings, pensions, protection, annuities, equity release and
investment products, including both with-profits and non-profit
business, and our general insurance and health business, which
provides a range of general and health insurance products
focused on personal and business customers, such as household,
motor and liability insurance, together with a range of breakdown
products from the RAC.

Long-term and savings business

The table below presents sales, net written premiums, adjusted
operating profit and profit/(loss) before tax attributable to
shareholders’ profits under IFRS from our UK long-term business
for the years ended 31 December 2010, 2009 and 2008.

2010 2009 2008

£m fm fm
Protection 944 965 1,126
Pensions 4,062 3,752 4,753
Annuities 3,170 1,897 2,433
Bonds 1,686 2,024 3,296
Equity release 436 276 250
Investment sales 1,548 1,049 1,485
Sales 11,846 9,963 13,343
Net written premiums 5,469 4,389 7,107
Adjusted operating profit 853 658 733
Profit/(loss) before tax attributable to
shareholders’ profits 784 611 (149)

Year ended 31 December 2010

On a PVNBP basis, sales in our UK long-term insurance and
savings business increased by £1,883 million, or 19%, to £11,846
million (2009: £9,963 million). Protection sales have stayed
broadly level as a 14% increase in core protection products offset
a reduction in other areas. Pension sales increased by 8%
supported by a strong performance in group personal pensions.
Annuities increased by 67% supported by higher sales of bulk
purchase annuities and a 34% increase in the sale of individual
annuities. Bonds decreased 17% as we continued to manage for
value rather than volume. Investment sales increased by 48% due
to growth in managed and structured fund sales and as
consumers reinvested in property as an asset class. Equity release
showed an increase of 58%.

Net written premiums in our UK long-term insurance and
savings business were £5,469 million, an increase of £1,080
million, or 25%, from £4,389 million in 2009. The increase is
primarily due to higher bulk purchase annuity sales.

Adjusted operating profit in our UK long-term insurance and
savings business increased by 30% to £853 million (2009: £658
million) reflecting the full year benefit of the Reattributed
Inherited Estate External Support Account (RIEESA), increased
annuity profitability and improved market conditions resulting in
higher annual management charge (AMC) income. This was

partly offset by a reduction in with-profits shareholder transfers
driven by reduced bonus rates and a lower, final special
distribution.

Profit before tax was £784 million for 2010 (2009: £611
million) which includes a £128 million one-off benefit from the
restructuring of our joint venture with the Royal Bank of Scotland.

Year ended 31 December 2009

Sales in our UK long-term insurance and savings business
decreased by £3,380 million, or 25%, to £9,963 million (2008:
£13,343 million). Protection sales have decreased by 14% as

a result of regulatory changes affecting creditor sales volumes.
Pension sales decreased by 21% due to the reduced number of
large schemes written in the year. Annuities decreased by 22%
due to lower bulk purchase annuity volumes, bonds decreased
39% and investment sales decreased by 29%. Equity release
showed an increase of 10%.

Net written premiums in our UK long-term insurance and
savings business were £4,389 million, a decrease of £2,718
million, or 38%, from £7,107 million in 2008. The decrease is
primarily due to lower bulk purchase annuity and bond sales.

Adjusted operating profit in our UK long-term insurance and
savings business decreased by 10% to £658 million (2008: £733
million) reflecting lower asset values on bonuses declared in our
with-profits funds and on the level of the with-profit special
distribution bonus. The non-profit result increased to £495 million
(2008: £462 million) including the benefit of the reattribution but
was partly offset by lower annual management charges.

Profit before tax was £611 million for 2009 (2008: £149
million loss). The loss for 2008 included an additional £550 million
provision for credit defaults over and above the long-term
provisions, which has been retained in 2009, and £97 million for
the cost of transferring the investment wrap platform to a third-
party supplier, which were one off events in that year.

General insurance and health

The table below presents sales, net written premiums, adjusted
operating profit and profit/(loss) before tax attributable to
shareholders’ profits under IFRS from our UK general insurance
and health business for the years ended 31 December 2010,
2009 and 2008.

2010 2009 2008

£m £fm £fm

Sales/net written premiums 4,539 4,298 5,413

Adjusted operating profit 579 585 656
Profit/(loss) before tax attributable to

shareholders’ profits 457 434 (391)

Year end 31 December 2010

UK general insurance and health net written premiums were
£4,539 million, an increase of £241 million, or 6%, on 2009
(2009: £4,298 million). The increase reflects a combination of
factors including excellent retention, substantial growth in our
direct channel, rolling out our direct prices to brokers, good levels
of commercial new business and the launch of our corporate risks
offering.

Adjusted operating profit in 2009 was £579 million, an
increase of £44 million, or 8% (2009: £535 million). The increase
in adjusted operating profit results from an improvement in
current year profitability which has more than offset an adverse
impact from weather-related claims of £40 million compared to
long-term average (2009: neutral), a £29 million reduction in
investment return to £388 million (2009: £417 million) and lower
savings on prior year claims development of £87 million (2009:
£105 million).
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Profit before tax was £457 million, an increase of £23 million
from a profit of £434 million in 2009. The increase in adjusted
operating profit and lower levels of restructuring costs were
broadly offset by adverse movements in economic assumption
changes and an increase in pension deficit funding in the year.

Year ended 31 December 2009

UK general insurance and health net written premiums were
£4,298 million, a decrease of £1,115 million, or 21%, on 2008
(2008: 5,413 million). The decrease reflects a combination of the
actions taken to exit unprofitable business and difficult market
conditions, most notably in creditor due to lower levels of lending,
and commercial due to more business failures, fewer start-ups
and reduced levels of exposure.

Adjusted operating profit in 2009 was £535 million, a
decrease of £121 million, or 18% (2008: £656 million). The
decrease in adjusted operating profit is a result of a decline in
long-term investment returns, an increase in creditor claims
resulting from the recession and a reduction in savings on prior
year claims development to £105 million (2008: £285 million).

Profit before tax was £434 million, an increase of £825 million
from a loss of £391 million in 2008. The increase predominately
reflects the impact of investment variances of £397 million and an
exceptional charge in 2008 of £279 million relating to the
discounted cost of strengthening our latent claims.

Europe

Aviva Europe has substantial long-term insurance and savings
businesses in France, Ireland, Italy, Poland and Spain. We also
have a growing presence in Russia and Turkey. We have large
general insurance businesses in France, Ireland and Italy as well as
smaller operations in Poland and Turkey. Our Europe fund
management operations are managed by Aviva Investors.

Delta Lloyd operations include long-term insurance and
savings, general insurance and fund management.

The table below presents sales and net written premiums
from our operations in Europe for the years ended 31 December
2010, 2009 and 2008, including amounts relating to investment
sales from Aviva Investors.

Performance review continued

The table below presents adjusted operating profit and profit
before tax attributable to shareholders’ profits under IFRS from
our operations in Europe for the years ended 31 December 2010,
2009 and 2008.

Performance review

2010 2009 2008
£m £fm £fm
Adjusted operating profit
Long-term insurance
and savings business
France 319 272 275
Ireland 122 50 61
Italy 119 128 48
Poland (including Lithuania) 157 152 162
Spain 179 160 155
Other Europe (3) (1) (16)
Aviva Europe 893 761 685
Delta Lloyd 330 277 196
Total long-term insurance
and savings business 1,223 1,038 881
General insurance and health
France 76 97 107
Ireland 51 57 68
Other Europe (18) (22) 45
Aviva Europe 109 132 220
Delta Lloyd 146 143 177
Total general insurance and health 255 275 397
Fund management 103 31 14
Non-insurance (147) (148) (151)
Total adjusted operating profit 1,434 1,196 1,141
Profit before tax attributable to
shareholders’ profits 1,503 941 48

2010 2009 2008
£m fm fm
Sales
Long-term insurance and savings business
France 4,918 4,891 3,830
Ireland 938 1,072 1,299
Italy 4,456 3,607 2,331
Poland (including Lithuania) 751 1,161 1,906
Spain 2,084 2,454 2,489
Other Europe 1,740 1,190 1,410
Aviva Europe 14,887 14,375 13,315
Delta Lloyd 3,793 4,329 4,401
Total long-term insurance and
savings business 18,680 18,704 17,716

General insurance and health

France 968 952 882
Ireland 459 474 513
Other Europe 526 457 417
Aviva Europe 1,953 1,883 1,812
Delta Lloyd 1,177 1,163 2,278
Total general insurance and health 3,130 3,046 4,090
Sales 21,810 21,750 21,806
Aviva Europe 13,041 12,455 9,183
Delta Lloyd 4,340 4,341 5,883
Net written premiums 17,381 16,796 15,066

Year ended 31 December 2010

Europe sales in 2010 were £21,810 million, marginally increased
on the prior year (2009: £21,750 million) primarily due to
increased sales in Italy and Other Europe more than offsetting
lower sales levels in Delta Lloyd, Poland and Spain.

Total adjusted operating profit increased to £1,434 million
(2009: £1,196 million). Adjusted operating profit for long-term
insurance and savings business in 2010 increased by £185 million
to £1,223 million (2009: £1,038 million) with all regions showing
an increase in profitability apart from Italy, where increased
premiums were offset by increased new business strain. General
insurance and health adjusted operating profit decreased by £20
million to £255 million (2009: £275 million) due to lower longer-
term investment returns partially offset by expense savings.

Europe'’s profit before tax attributable to shareholders’ profits
was £1,503 million in 2010, an increase of £562 million from
2009. The improved result was driven by growth in profits on
existing life business in France and Spain, and stable results in
other markets. Ireland also benefited from £95 million reserve
releases in the year, including £55 million following the adoption
of realistic reserving in 2010. Delta Lloyd adjusted operating
profits increased by £137 million primarily due to higher expected
investment returns and expense margins.

Aviva Europe

Aviva Europe long-term insurance and savings sales were £512
million higher than prior year at £14,887 million (2009: £14,375
million), despite the continuing challenging economic
environment.

Sales through our bancassurance channel have increased 9%
to £8,040 million (2009: £7,353 million), primarily as a result of
strong sales in Italy.

Retail sales have decreased 11% to £5,497 million (2009:
£6,170 million). Nearly 60% of the decline in sales is from Poland
as a result of significant pension legislation changes.
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General insurance and health sales increased 4% to £1,953
million (2009: £1,883 million). We saw growth in all our general
insurance and health markets except in Ireland. In Ireland health
insurance sales grew 19%, however general insurance sales
declined as the market continues to be challenging.

Net written premiums in long-term insurance and savings
business were £13,041 million, an increase of £586 million, or
5% (2009: £12,455 million) driven by sales of our profit sharing
single premium products in Italy.

Aviva Europe’s long-term insurance and savings business
adjusted operating profit was £893 million, an increase of £132
million, or 17%, from £761 million in 2009, reflecting increased
profits from existing business in France, Italy and Spain offset by
increased new business strain in ltaly. The current year result
includes £55 million from release of reserves for protection
business following the adoption of realistic reserving in 2010.

Aviva Europe’s adjusted operating profit of our general
insurance and health businesses was £109 million in 2010, a
decrease of £23 million, or 17%, over £132 million in 2009,
primarily due to lower longer-term investment returns as a result
of lower interest rate yields.

Delta Lloyd

Delta Lloyd reported long-term and savings sales of £3,793
million, a decrease of £536 million, or 12%, on 2009 (2009:
£4,329 million). Life and pension sales decreased by 13% to
£3,178 million with investment sales reported at £615 million, a
decrease of 7% on 2009. Excluding Germany, life and pension
sales were 3% lower on a local currency basis.

General insurance and health sales at £1,177 million are in
line with prior year (2009: £1,163 million) and 5% higher on a
local currency basis. This includes amounts from accelerating the
reporting of brokered business onto an actual basis; excluding
these amounts net written premiums were stable year on year.

Delta Lloyd reported net written premiums of £4,340 million
in line with 2009 (2009: £4,341 million) primarily due to lower
group pension contracts and the closure of the German operation
to new business being offset by an increase in annuity product
sales.

Adjusted operating profit was £536 million, an increase of
£137 million on £399 million in 2009. Improved profits in the
fund management segment resulted from a substantial one-off
performance fee received in late 2010 while life adjusted
operating profit benefited from increased technical margins and a
reduction in administration costs.

Year ended 31 December 2009

Europe sales in 2009 were in line with the prior year at £21,750
million (2008: £21,806 million). A 6% increase in long-term
insurance and savings sales to £18,704 million (2008: £17,716
million) offset a 26% decrease in general insurance and health
net written premiums to £3,046 million (2008: £4,090 million).

Net written premiums in 2009 increased by £ 1,730 million or
12% to £16,796 million (2008: £15,066 million).

Adjusted operating profit in 2009 was £1,196 million, an
increase of 5%, or £55 million, from £1,141 million.

Europe's profit before tax attributable to shareholders’ profits
was £941 million in 2009, an increase of £893 million from £48
million in 2008. The increase is mainly attributable to favourable
investment returns.

Aviva Europe

Aviva Europe reported an increase in long-term insurance and
savings sales of £1,060 million, or 8%, to £14,375 million (2008:
£13,315 million) largely due to the strengthening of the euro
against sterling. Life and pension sales contributed £668 million to
the increase in long-term insurance and savings sales with £392
million from investment sales. Both France and Italy reported
increases in life and pension sales of 26% and 55%, respectively,
with all other markets reporting a decrease in sales. Poland sales
were 41% down reflecting the impact of pension legislation
changes and special promotions in 2008.

General insurance and health sales increased by 4% to
£1,883 million (2008: £1,812 million) primarily due to increased
sales in France and other European markets, offset by an 8% fall
in sales in Ireland.

Net written premiums in long-term insurance and savings
businesses were £10,572 million, an increase of £3,201 million, or
43% (2008: £7,371 million) driven by France and Italy. Sales in
France have increased through AFER and Italy reported an
increase in sales of profit sharing single premium products. Aviva
Europe’s long-term insurance and savings business adjusted
operating profit was £761 million, an increase of £76 million, or
11%, from £685 million in 2008, reflecting increased profits from
existing business in France and Italy due to favourable experience
in claims, lapses and surrenders.

Aviva Europe’s adjusted operating profit of our general
insurance and health businesses was £132 million in 2009, a
decrease of £88 million, or 40%, over £220 million in 2008,
primarily due to extreme weather in Ireland and France during the
year.

Delta Lloyd

Delta Lloyd reported long-term and savings sales of £4,329
million, a decrease of £72 million, or 2%, on 2008 (2008: £4,401
million). Life and pension sales decreased by 11% to £3,665
million with investment sales reported at £664 million, an increase
of 118% on 2008.

General insurance and health sales were £1,163 million
(2008: £2,278 million), a decrease of £1,115 million, or 49%,
as a result of the sale of their health business on 1 January 2009.
Adjusting for the impact of the sale, Delta Lloyd general insurance
sales were 13% higher on 2008 (2008: £1,028 million) benefiting
from the strengthening of the euro and the inclusion of a full
year's contribution from Swiss Life Belgium.

Delta Lloyd reported net written premiums of £4,341 million,
a decrease of £1,542 million, or 26%, on 2008 (2008: £5,883
million) primarily due to lower group pension contracts and the
sale of the health business.

Adjusted operating profit was £399 million, an increase of
£89 million on £310 million in 2008. Improved profits in the long-
term and savings business resulted from lower new business
strain, driven by a decrease in corporate pension sales, expense
savings, and strengthening of the euro.
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North America

Aviva North America includes the long-term insurance and savings
business in the US, which provides life insurance and annuity
products, and the general insurance business in Canada.

The table below presents sales, net written premiums,
adjusted operating profit and IFRS profit/(loss) before tax
attributable to shareholders for the years ended 31 December
2010, 2009 and 2008.

Performance review continued

2010 2009 2008
£m £fm £fm
Protection 999 871 623
Annuities 3,729 3,674 4,244
Other long-term business — — 848
General insurance 1,958 1,800 1,601
Sales 6,686 6,345 7,316
Net written premiums 6,443 6,176 6,268
Adjusted operating profit
Long-term insurance business 174 85 16
General insurance 222 144 145
Non-insurance (20) (16) (12)
376 213 149
Profit/(loss) before tax attributable to
shareholders’ profits 309 244 (338)

Year ended 31 December 2010
Sales in Aviva North America were £6,686 million, an increase of
£341 million, or 5% (2009: £6,345 million).

Annuity sales in 2010 grew to £3,729 million, slightly above
last year's levels (2009: £3,674 million) reflecting focus on our key
distribution partners while balancing productivity, profitability and
capital efficiency.

Compared to the prior year, our protection sales have increased
by 15% to £999 million (2009: £871 million) and account for 21%
(2009: 19%) of our total new business sales in the US reflecting our
continued focus on business diversification. The US business is now
the leading provider of life insurance protection products in the
Aviva Group, following the second consecutive year of double digit
internally generated growth in this segment.

General insurance sales in Canada increased by £158 million,
or 9%, to £1,958 million (2009: £1,800 million), benefitting from
the impact of foreign exchange, which more than offset a 3%
decline on a local currency basis reflecting our actions to eliminate
poorly performing personal lines business.

Aviva North America’s net written premiums increased by £267
million, or 4%, to £6,443 million (2009: £6,176 million). The
increase is a result of higher protection product sales in the US and
foreign exchange driven increases in Canada as noted above.

Adjusted operating profit was £376 million, an increase of
£163 million, or 77% (2009: £213 million). Long-term insurance
and savings adjusted operating profit increased 105% to £174
million (2009: £85 million) driven by strong spread management,
expense discipline and an improved economic environment.
General insurance adjusted operating profit improved 54% in
2010 to £222 million (2009: £144 million) due to improved risk
selection, product pricing and cost savings combined with benign
weather in the early part of 2010.

Aviva North America’s profit before tax attributable to
shareholders’ profits was £309 million, a 27% increase (2009:
£244 million). The increase is mainly as a result of improved
operating results that more than offset short term investment
variances in both our life and general insurance businesses.

Year ended 31 December 2009

Sales in Aviva North America were £6,345 million, a decrease of
£971 million, or 13%, (2008: £7,316 million). The decrease is
driven by a reduction in annuity sales resulting from management
action to focus on capital efficiency and the decision not to
participate in funding agreement business in 2009. Protection
product sales increased by 40% on actions to create innovative
products and expand product distribution. General insurance sales
in Canada increased by £199 million, or 12%, to £1,800 million
(2008: £1,601 million), with growth driven by increased sales in
homeowner while personal auto premiums were maintained at a
similar level to 2008.

Aviva North America’s net written premiums decreased by
£92 million, or 1%, to £6,176 million (2008: £6,268 million). The
decrease is a result of lower long-term insurance and savings sales
in the US offset by improved sales in Canada as stated above.

Adjusted operating profit was £213 million, an increase of
£64 million, or 43%, on 2008 (2008: £149 million). Long-term
insurance and savings adjusted operating profit increased to
£85 million (2008: £16 million) driven by improved investment margin
earned on existing equity indexed annuity business. General insurance
adjusted operating profit is in line with 2008 at £144 million (2008:
£145 million) with the benefits of increased sales volumes, higher long-
term investment return, cost savings and foreign exchange movements
being offset by the adverse movement in the claims experience.

Aviva North America’s profit before tax attributable to
shareholders’ profits was £244 million, an increase of £582
million (2008: £338 million loss). The increase is mainly as a result
of favourable investment performance during the year.

Asia Pacific

Aviva Asia Pacific operates in nine countries across the region
through both joint ventures and wholly-owned operations. We
have businesses in markets at various stages of development, with
established businesses in Singapore and Hong Kong, high
potential businesses in India and China and developing businesses
in South Korea, Malaysia, Sri Lanka, Taiwan and Indonesia.

The table below presents the sales, net written premiums,
adjusted operating profit and profit/(loss) before tax attributable
to shareholders’ profits under IFRS of Aviva Asia Pacific for the
years ended 31 December 2010, 2009 and 2008.

2010 2009 2008
£m £m £fm
Asia Pacific 2,178 1,717 1,852
Australia long-term insurance and savings business — 995 1,647
Sales 2,178 2,712 3,499
Asia Pacific 579 377 425
Australia long-term insurance and savings business — 78 86
Net written premiums 579 455 511
Adjusted operating profit
Asia F_’acn‘|c long-term insurance and savings 71 52 2
business
Australia long-term insurance and savings business — 40 44
General insurance and health (6) 6 —
Fund management and non-insurance (34) (21) (10)
Adjusted operating profit 31 77 36
Profn/(loss) bgfore tax attributable to shareholders 39 101 (108)
profits — Asia Pacific
Profit/(loss) before tax attributable to shareholders’
) . — 45 40
profits — Australia
Profit/(loss) before tax attributable to
shareholders’ profits 39 146 (68)

Performance review
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Year ended 31 December 2010

Total Asia sales excluding Australia increased by £461 million, or
27%, to £2,178 million (2009: £1,717 million?) underpinned by
improving economic conditions and reflecting our business
expansion in Asia and the success of our bancassurance
partnerships. Life and pensions sales (in PVNBP terms) increased
by 48%, with more than half of our sales coming from
bancassurance channels. Investment sales through Navigator (our
wrap administration platform) declined although total funds
under administration grew by 23% over the year.

Net written premiums increased by £202 million to £579
million (2009: £377 million®). This strong growth reflects the new
online (direct) general insurance platform in Singapore and our
entry into the Indonesia health market as well as growth in
existing markets. This more than offsets the drop in net written
premiums due to the disposal of the Australian business.

Excluding one-off impacts on adjusted operating profit (2010:
£27 million from a change in China GAAP basis; 2009: £68
million release of reserves in Singapore) and excluding the
contribution from Australia, the underlying adjusted operating
profit increased by £40 million reflecting scale and focused cost
management.

Profit before tax of £39 million is lower than the prior year
(2009: £146 million) due to the profit arising in 2009 on the sale
of the Australian business and the contribution from substantial
investment market movements in 2009.

Year ended 31 December 2009

Sales in Asia Pacific decreased by £787 million, or 22%, to
£2,712 million (2008: £3,499 million). In Australia, sales
decreased by 40%, impacted by the sale of the Australian
business on 1 October 2009. Sales in Asia decreased 7% as a
result of the uncertain economic environment, leading to investor
caution across Singapore, Hong Kong, India and our other Asian
markets, together with the impact of the strategic decision to
scale back the sale of capital intensive products in several Asian
markets.

Net written premiums decreased to £455 million, a decrease
of £56 million, or 11%, on 2008 (2008: £511 million). The
decrease was mainly due to the impact of the uncertain economic
environment in the region as highlighted above and the disposal
of the Australian business.

Increase in adjusted operating profit of £41 million to £77
million (2008: £36 million) was mainly due to the benefit from a
one-off release of reserves of £68 million following an actuarial
review of assumptions in Singapore, partly offset by the impact of
the Australian disposal.

Profit before tax of £146 million (2008: £68 million loss)
reflects the favourable movements in the market across the
Asia Pacific region.

2 Excludes the contribution from the Australian life business sold on 1 October 2009

Aviva Investors

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

The table below presents the adjusted operating profit, profit
before tax attributable to shareholders’ profits under IFRS and
funds under management of Aviva Investors for the years ended
31 December 2010, 2009 and 2008.

2010 2009 2008

£m fm £m

Adjusted operating profit 97 115 114
Profit before tax attributable to

shareholders’ profits 61 91 72

Funds under management 259,787 249,630 236,178

Year ended 31 December 2010

Aviva Investors’ adjusted operating profit in 2010 was £97 million,
a decrease of £18 million from 2009. The reduction in adjusted
operating profit was as a result of higher than expected
redemptions and ongoing investment in the business which is
starting to bear fruit as we see an increase in higher margin
external assets. During 2010, we re-oriented our business towards
more durable, higher margin funds, which resulted in an
increased average fee rate on gross external sales, excluding
liquidity funds.

Profit before tax attributable to shareholders was £61 million,
a decrease of £30 million, or 33%, on 2009 (2009: £91 million).
Amortisation expenses were higher than 2009, the acquisition of
River Road Asset Management resulting in an intangible asset,
and restructuring costs were higher than 2009 reflecting the
phasing of our business transformation programme.

Aviva Investors’ funds under management were £260 billion,
an increase of £10 billion, or 4%, on 2009. The increase is a result
of capital appreciation and the inclusion of River Road within the
2010 figures, partially offset by the impact of sterling’s
appreciation against the euro.

Year ended 31 December 2009

Aviva Investors’ adjusted operating profit in 2009 was £115
million, in line with 2008. Higher performance fees were earned
in 2009, offset by lower average market levels through the year.

Profit before tax attributable to shareholders’ profits was
£91 million, an increase of £19 million, or 25%, on 2008 (2008:
£72 million). Profit in 2009 benefited from lower integration and
restructuring costs on the set-up of Aviva Investors.

Aviva Investor’s funds under management were £250 billion,
an increase of £14 billion, or 6%, on 2008. The increase is a result
of investment performance and product sales together with
capital appreciation in some fixed income markets, offset by the
impact of sterling’s appreciation against the euro and US dollar.
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Corporate centre and group debt costs and other interest
2010 2009

2008

£m £fm £fm
Corporate centre (143) (108) (141)
Group debt costs and other interest (656) (636) (379)

Year ended 31 December 2010

Corporate centre costs were £143 million, an increase of £35
million, or 32%, on £108 million in 2009. The increase principally
reflects a higher project spend of £26 million in the year, and
higher central costs of £7 million arising from enhanced capacity
to meet greater financial and regulatory reporting requirements.

Group debt and other interest costs were £656 million, an
increase of £20 million or 3% on 2009. The increase principally
relates to higher lending arrangement costs (2010: £246 million;
2009: £227 million) driven by changes in internal loan balances
throughout the year.

Group debt costs and other interest includes the net pension
charge of £87 million (2009: £74 million). This represents the
difference between the expected return on pension scheme assets
and the unwind of the discount on pension scheme liabilities.

Performance review
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Year ended 31 December 2009

Corporate centre costs were £108 million, a decrease of

£33 million, or 23%, on £141 million in 2008. The decrease
reflects lower central spend. Staff incentive costs were in line with
2008 and projects spending decreased by £23 million reflecting
lower costs following the completion of the brand migration,
financial controls and MCEV projects initiated in 2008.

The Group debt costs and other interest increased to £636
million, an increase of £257 million on 2008 of £379 million.
External interest costs increased to £335 million (2008: £286
million) reflecting higher interest on subordinated debt, due to
hybrid debt being issued in 2008 and 2009, which was offset by
lower commercial paper interest as proceeds from the issue were
used to repay some commercial paper. Internal lending
arrangement costs increased to £227 million (2008: £197 million)
driven by changes to our internal loan balances.

The net pension charge of £74 million (2008: £104 million
income) represents the difference between the expected return
on pension scheme assets and the interest charged on pension
scheme liabilities. The increase is primarily due to lower rates of
return on asset values offset by higher discount rates on liabilities.




32

Aviva plc Performance review continued
Annual Report on Form 20-F 2010

Analysis of investments

We invest our policyholders’ funds and our own funds in order to generate a return for both policyholders and shareholders. The
financial strength of our Group and both our current and future operating results and financial performance are, therefore, in part
dependent on the quality and performance of our investment portfolios in our UK, continental European, North America and Asia
Pacific operations.

For additional information on our financial investments, please see ‘Financial statements IFRS — Note 22 — Financial investments'’
and ‘Financial Statements IFRS — Note 19 — Fair value methodology’. For a quantitative analysis of funds under management by Aviva
and third-party fund managers, see “Financial statements IFRS — Note 56 — Assets under management”.

Investment strategy

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

Long-term insurance and savings business

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

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

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

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

General insurance and health business

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

Property partnerships

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

Analysis of investments

We distinguish between policyholder, participating fund and shareholder investments, which are terms used to reflect the differing
exposure to investment gains and losses. Policyholder assets are connected to our unit-linked business, where the policyholder bears
the investment risk on the assets in the unit-linked funds. Our exposure to loss on policyholder assets is limited to the extent that
income arising from asset management charges is based on the value of assets in the funds. Participating fund assets related to some
of our insurance and investment contracts which contain a discretionary participating feature, which is a contractual right to receive
additional benefits as a supplement to guaranteed benefits. Our exposure to investment losses on participating funds is generally
limited to our participation in the fund. Shareholder assets are other assets held within our long-term businesses that are not backing
unit-linked liabilities or participating funds.
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Investments held at 31 December 2010 and 31 December 2009 are analysed below:

Less assets

of

operations

Total  classified

Policyholder Participating Shareholder assets as held Balance
assets  fund assets assets  analysed forsale sheet total
2010 £m £m £m £m £m £m
Investment property 4,015 7,062 1,987 13,064 — 13,064
Loans 35 8,314 34,725 43,074 — 43,074
Financial investments
Debt securities 16,150 85,414 65,918 167,482 — 167,482
Equity securities 31,441 12,308 5,327 49,076 — 49,076
Other investments 26,814 6,608 3,308 36,730 — 36,730
Total 78,455 119,706 111,265 309,426 — 309,426
Total % 254% 38.6% 36.0% 100.0% 100.0%
2009 74,620 114,873 102,718 292,211 (31)292,180
2009 % 255% 393% 35.2% 100.0% —

As the table indicates, approximately 36% of total investments can be directly attributed to shareholders. The apportionment of our
shareholder assets is predominantly weighted towards debt securities and loans. In comparison, policyholder and participating funds
contain a greater proportion of equities and other investments (e.g., unit trusts), reflecting the underlying investment mandates.
Financial investment balances included in the remainder of this disclosure include financial investments of operations classified as
held for sale.
During 2010, the Group undertook a review of investment classifications, the allocation of assets between shareholder,
participating and policyholder funds, and credit rating classifications, with the following effect on 2009 previously reported amounts:
®m In our Spanish business debt securities of £2,362 million and equity securities of £10 million previously recognised as
participating fund assets have been reclassified as shareholder assets.
®m In our UK Life business investments and other assets backing indexed linked policies previously recognised as policyholder
assets have been reclassified as shareholder assets. Reclassified assets total £1,890 million, split £1,214 million debt securities,
£551 million loans, £97 million other investments and £28 million reinsurance assets.

® In our business in France, equity and debt securities held indirectly through majority owned consolidated mutual funds
previously presented as unit trusts and other investment vehicles within other investments, are now presented as equity and
debt securities. The effect is to increase equity and debt securities by £2,085 million and £1,247 million and decrease unit trusts
and other investment vehicles within other investments by £3,332 million.

® In our businesses in the UK the credit ratings of certain non-rated private placements and other bonds totalling £1,917 million
have previously been classified according to their internal credit ratings. These are now classified as non-rated.

The net effect of the adjustments above is to increase shareholder investment at 31 December 2009 by £4,262 million and decrease
policyholder and participating fund investments by £1,890 million and £2,372 million respectively.

Where relevant, 2009 comparative amounts in the table above and those that follow in this section have been adjusted
accordingly. None of the adjustments above affects balances reported in the IFRS primary statements.
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Measurement basis
We carry investments on our statement of financial position at either fair value or amortised cost. As shown in the table below, at
31 December 2010, 93% of the group’s total investments were carried at fair value on the statement of financial position.

2010 2009
Amortised Amortised

Fair value cost Total Fair value cost Total

£fm £fm fm fm £m £fm

Investment property 13,064 — 13,064 12,430 — 12,430

Loans 21,028 22,046 43,074 20,890 20,189 41,079
Financial investments

Debt securities 167,482 — 167,482 161,757 — 161,757

Equity securities 49,076 — 49,076 45,427 — 45,427

Other investments 36,730 — 36,730 31,518 — 31,518

Total 287,380 22,046 309,426 272,022 20,189 292,211

Total % 92.9% 7.1% 100.0% 93.1% 6.9% 100.0%

For more information about financial investments analysed according to their accounting classification and valuation approach, as well
as the cost, unrealised gains and losses, impairments, fair value and other information concerning financial investments, see ‘Financial
Statements IFRS — Note 22 — Financial investments’ and ‘Financial Statements IFRS — Note 19 — Fair value methodology’.

Debt securities

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

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

Despite the market downgrade activity during 2009 and 2010, debt securities with a credit rating of A or above at
31 December 2010 still represented 77% of total holdings (2009: 80%). Approximately 41% of total debt security holdings are in
government bonds and 33% of total debt security holdings were in corporate bonds with a credit rating of A or above, as of 31
December 2010.

"Wrapped credit’ is credit exposure that has been insured with monoline insurers to achieve a better credit rating. The monoline
insurers suffered further downgrades during 2009 and 2010 and this is reflected in the analysis that follows. The exposure is
diversified across several monolines and the underlying bonds are diversified across many different counterparties. In general, we are a
long-term holder of this debt, although we continue to review our holdings with reference to the underlying quality and prospects.

The majority of the residential mortgage-backed securities (RMBS) are US investments and over 85% of this exposure is backed by
the US government-sponsored entities (GSEs) Fannie Mae and Freddie Mac. Under the conservatorship arrangements with the US
government implemented in September 2008, these securities have an implicit guarantee, although they are not expressly backed by
the full faith and credit of the US government. The majority of the remaining US RMBS are backed by fixed-rate loans that originated
in 2005 or before.

At 31 December 2010, we had no exposure to sub-prime debt securities (2009: £2 million), and our exposure to collaterised debt
obligations (CDO) and collaterised loan obligations (CLO) was limited to £332 million (2009: £241 million). Investments in structured
assets (excluding agency RMBS that are backed by GSEs) were £6.0 billion, representing less than 4% of total debt securities.

During 2010, the proportion of our shareholder debt securities that are investment grade declined slightly to 88% (2009:
90%). This movement was primarily due to the increase in private placements to back UK annuity liabilities. The remaining 12.0%
of shareholder debt securities that do not have an external rating of BBB or higher can be split as follows:

B 3.4% are debt securities that are rated as below investment grade

m  3.0% are US private placements which are not rated by the major ratings agencies, but are rated an average equivalent of A-
by the Securities Valuation Office of the National Association of Insurance Commissioners (NAIC), a US national regulatory
agency

m 5.6% are not rated by the major rating agencies or the NAIC.

Of the securities not rated by an external agency or NAIC most are allocated an internal rating using a methodology largely consistent
with that adopted by an external ratings agency, and are considered to be of investment grade credit quality; these include £1.8 billion
(2.7% of total shareholder debt securities) of private placements and other corporate bonds held in our UK Life business which have
been internally rated as investment grade.
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Debt securities analysed by credit rating and sector
Total debt securities analysed by credit rating and product type are set out in the table below. Government and corporate debt
securities are further analysed by type of issuer.

Debt securities — Total

Ratings
Less than
AAA AA A BBB BBB Non-rated Total
2010 £fm £m £fm £m £fm £m £m
Government
UK government 17,447 — — — — — 17,447
UK local authorities 1 10 — — — 5 16
Non-UK government 27,695 15,747 4,428 1,433 632 585 50,520
45,143 15,757 4,428 1,433 632 590 67,983
Corporate
Public Utilities 76 639 4,797 2,455 80 320 8,367
Convertibles and bonds with warrants 5 46 101 329 42 60 583
Other corporate bonds 10,373 12,340 26,687 20,657 2,897 6,163 79,117
10,454 13,025 31,585 23,441 3,019 6,543 88,067
Certificates of deposits —_ 572 925 1,170 —_ 26 2,693
Structured
RMBS non-agency sub-prime — — — — — — —
RMBS non-agency ALT A 19 9 1 8 131 — 178
RMBS non-agency prime 758 21 44 67 30 — 920
RMBS agency 1,762 — — — — — 1,762
2,539 30 55 75 161 — 2,860
CMBS' 1,434 281 369 119 181 20 2,404
ABS? 1,113 256 365 129 63 181 2,107
CDO (including CLO) 97 57 22 17 86 53 332
ABCP? — 15 — — — — 15
ABFRN* — — — — — — —
2,644 609 756 265 330 254 4,858
Wrapped credit — 288 92 157 55 49 641
Other 27 4 116 — 1 232 380
Total 60,807 30,285 37,957 26,541 4,198 7,694 167,482
Total % 36.3% 18.1% 22.7% 158% 2.5% 4.6% 100.0%
2009 62,489 28,045 38,747 20,777 3,936 7,763 161,757
2009 % 38.6% 17.3% 24.0% 12.8% 25% 4.8% 100.0%

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

3. ABCP — Asset backed commercial paper

4. ABFRN — Asset backed floating rate notes

-
3
(=]
)
3
1]
3
(1]
®
(1]
<.
1]
2




36

Aviva plc Performance review continued
Annual Report on Form 20-F 2010

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

Debt securities — policyholder assets

Ratings
Less than
AAA AA A BBB BBB Non-rated Total
2010 £m £fm £m £m £m £fm £m
Government
UK government 3,497 — — — — — 3,497
UK local authorities 1 — — — — — 1
Non-UK government 1,951 534 777 162 80 11 3,515
5,449 534 777 162 80 1 7,013
Corporate
Public Utilities 1 37 170 67 3 2 280
Convertibles and bonds with warrants — — — 2 — 3 5
Other corporate bonds 363 981 2,603 3,138 283 226 7,594
364 1,018 2,773 3,207 286 231 7,879
Certificates of deposits — 362 603 144 — 2 1,111
Structured
RMBS non-agency sub-prime — — — — — — —
RMBS non-agency ALT A — — — — — — —
RMBS non-agency prime 24 2 3 — — — 29
RMBS agency — — — — — —
24 2 3 — — — 29
CMBS 7 2 — —
ABS 18 6 47 3 — 9 83
CDO (including CLO) — — — — —
ABCP —_ — —_ —_ —_ — —
ABFRN — — — — — — —
25 47 3 — 9 92
Wrapped credit — 16 1 2 4 2 25
Other — — 1 — — — 1
Total 5,862 1,940 4,205 3,518 370 255 16,150
Total % 36.3% 12.0% 26.0% 21.8% 23% 1.6% 100.0%
2009 7,864 2,161 4,277 944 48 1,089 16,383

2009 % 48.0% 13.2% 26.1% 58% 03% 6.6% 100.0%
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Debt securities, for which participating funds carry the exposure to investment losses, analysed by credit rating and product type are
set out in the table below. Government and corporate debt securities are further analysed by type of issuer.

Debt securities — participating fund assets

Ratings
Less than
AAA AA A BBB BBB  Non-rated Total
2010 £m £m £fm £m £m £m £m
Government
UK government 11,842 — — — — — 11,842
UK local authorities — — — — — — —
Non-UK government 15,357 11,586 2,011 675 350 — 29,979
27,199 11,586 2,011 675 350 — 41,821
Corporate
Public Utilities 4 280 1,868 767 1 41 2,961
Convertibles and bonds with warrants — 46 1 266 20 19 362
Other corporate bonds 7,128 6,564 13,237 8,339 1,163 1,697 38,128
7,132 6,890 15,116 9,372 1,184 1,757 41,451
Certificates of deposits — 132 208 816 — — 1,156
Structured
RMBS non-agency sub-prime — — — — — — —
RMBS non-agency ALT A — — — 3 2 — 5
RMBS non-agency prime 163 — 5 — — — 168
RMBS agency 134 — — — — — 134
297 - 5 3 2 - 307
CMBS 128 50 6 1 1 210
ABS 88 32 113 53 37 1 324
CDO (including CLO) — — — — — — —
ABCP — — — — — — —
ABFRN — — — — — — —
216 82 119 69 46 2 534
Wrapped credit — 74 17 35 4 6 136
Other — — 9 — — — 9
Total 34,844 18,764 17,485 10,970 1,586 1,765 85,414
Total % 40.8% 22.0% 20.5% 12.8% 1.9% 2.0% 100.0%
2009 35,262 17,486 18,921 9,376 2,125 2,178 85,348

2009 % 41.3% 20.5% 222% 11.0% 2.5% 2.5% 100.0%
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Debt securities, for which shareholders carry the exposure to investment losses, analysed by credit rating and product type are set out

in the table below. Government and corporate debt securities are further analysed by type of issuer.

Debt securities — shareholder assets

Ratings
Less than
AAA AA A BBB BBB Non-rated Total
2010 £m £m £m £fm £m £m £m
Government
UK government 2,108 — — — — — 2,108
UK local authorities — 10 — — — 5 15
Non-UK government 10,387 3,627 1,640 596 202 574 17,026
12,495 3,637 1,640 596 202 579 19,149
Corporate
Public Utilities 71 322 2,759 1,621 76 277 5,126
Convertibles and bonds with warrants 5 — 20 61 22 38 216
Other corporate bonds 2,882 4,795 10,847 9,180 1,451 4,240 33,395
2,958 5,117 13,696 10,862 1,549 4,555 38,737
Certificates of deposits — 78 114 210 — 24 426
Structured
RMBS non-agency sub-prime — — — — — — —
RMBS non-agency ALT A 19 9 1 5 129 — 173
RMBS non-agency prime 571 19 36 67 30 — 723
RMBS agency 1,628 — — — — — 1,628
2,218 28 47 72 159 —_ 2,524
CMBS 1,299 229 363 103 172 19 2,185
ABS 1,007 218 205 73 26 171 1,700
CDO (including CLO) 97 57 22 17 86 53 332
ABCP — 15 — — — — 15
ABFRN — — — — — — —
2,403 519 590 193 284 243 4,232
Wrapped credit — 198 74 120 47 41 480
Other 27 4 106 — 1 232 370
Total 20,101 9,581 16,267 12,053 2,242 5,674 65,918
Total % 30.5% 145% 247% 183% 3.4% 8.6% 100.0%
2009 19,363 8,399 15,549 10,456 1,762 4,497 60,026
2009 % 323% 14.0% 259% 174% 29% 7.5% 100.0%

In respect of the wrapped credit investments, the table below shows the credit rating of the securities as they are officially rated, and
an estimate of their rating without the guarantee. As rating agencies do not provide credit ratings for individual wrapped credit
securities without consideration of the insurance guarantee, the credit ratings disclosed in the table below are based on internal best

estimates.
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Total assets

Rating with Rating without
insurance guarantee insurance guarantee
Fair value Fair value
£fm % of total £m % of total
Wrapped Credit
AAA — — — —
AA 288 44.8% 37 57%
A 92 14.3% 100 15.6%
BBB 157 24.5% 215 33.6%
Less than BBB 55 8.5% 59 9.2%
Non-rated 49 7.9% 47 73%
Not available without insurance guarantee — — 183 28.6%
641 100.0% 641 100.0%
RMBS Agency
AAA 1,762 100.0% 1,762 100.0%
Equity securities
The table below analyses our investments in equity securities by sector.
Policyholder Participating Shareholder Total
2010 £m £m £m £m
Public Utilities 2,690 1,395 23 4,108
Banks, trusts and insurance companies 4,331 1,854 1,436 7,621
Industrial miscellaneous and all other 24,402 9,019 3,279 36,700
Non-redeemable preferred shares 19 40 588 647
Total 31,442 12,308 5,326 49,076
Total % 64.1% 25.0% 10.9% 100.0%
2009 28,638 11,678 511 45,427

2009 % 63.0% 257% 11.3% 100.0%
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At 31 December 2010, shareholder investment in equity securities amounted to £5.3 billion, of which 79% related to our business in
the Netherlands, 7% our Italian business and 14% other businesses. The Italian equity holdings are held both directly by our Italian

subsidiaries and by Group holding companies.

Of our £7.6 billion exposure to equity investments in banks, trusts and insurance companies, £ 1.4 billion relates to shareholder
investments, which includes £803 million equities held by our business in the Netherlands and a £408 million strategic holding in

UniCredit and other Italian financial institutions (£244 million net of minority interest).

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

Netherlands business, amounting to approximately 88% of the total exposure of £3.9 billion.

Other investments
The table below analyses other investments by type.

2010

Policyholder Participating Shareholder
£m £m £

m

Total
£fm

Unit trusts and other investment vehicles 26,040 5,743 737 32,520
Derivative financial instruments 187 131 1,956 2,274
Deposits and credit institutions 28 38 492 558
Minority holdings in property management undertakings 11 593 60 664
Other 548 103 63 714
Total 26,814 6,608 3,308 36,730
Total % 73.0% 18.0% 9.0% 100.0%
2009 24,865 3,968 2,685 31,518
2009 % 789%  12.6% 8.5% 100.0%
Property

Our global headquarters are located in St. Helen’s, 1 Undershaft, London, England. We also have the following

regional headquarters:

UK — UK Life: York, England;

UK — UK General Insurance: Norwich, England;
Europe — Dublin, Ireland;

North America — Chicago, lllinois, USA;

Asia Pacific — Singapore; and

Aviva Investors — London, England.

In addition to the above, our regions have major offices in the following locations:
m  North America: Des Moines, lowa, USA and Scarborough, Ontario, Canada

m  Europe: Paris, France; Amsterdam, the Netherlands; Dublin, Ireland; Madrid, Spain; Warsaw, Poland; Brussels, Belgium; and

Milan, Italy

We own or lease space in 26 countries around the world. As of 31 December 2010, we owned and occupied land and buildings for
our own use with a total book value of £440 million (2009: £416 million). We believe that these facilities are adequate for our present
needs in all material respects. We also hold other properties, both directly and indirectly, for investment purposes, valued at £11,241

million at 31 December 2010 (2009: £10,757 million).
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Contractual obligations
Contractual obligations with specified payment dates at 31 December 2010 included the following:

Between  Between

Less one and three After
than one three and five five
year years years years Total
£fm £m £m £fm £m
Insurance and investment contracts
Long-term business
— Insurance contracts — non-linked’ 11,871 22,734 23,199 151,843 209,647
— Investment contracts — non-linked? 63,197 — — — 63,197
— Linked business? 82,769 — — — 82,769
General insurance® 7231 4,410 2,108 4,288 18,037

165,068 27,144 25,307 156,131 373,650
Other contractual obligations*

Borrowings 2,947 1,567 2,272 27,773 34,559
Operating lease obligations 136 233 190 737 1,296
Capital commitments 118 46 23 36 223
Payables and other financial liabilities® 19,194 772 115 914 20,995
Net asset value attributable to unitholders 9,032 — — — 9,032
Total 196,495 29,762 27,907 185,591 439,755
Reconciliation to the of financial positi £m
Total contractual obligations above 439,755
Effect of discounting contractual cash flows for insurance contracts (78,163)
Contractual undiscounted interest payments® (19,653)
Difference between carrying value of borrowings and undiscounted cash flows of principle 43
Contractual cash flows under operating leases and capital commitments (1,519)
Difference between derivative liabilities contractual cash flows and carrying value (703)

Liabilities of operations classified as held for sale —
Non-contractual / short-term obligations

— Unallocated divisible surplus’ 3,428
— Provisions® 2,943
— Current and deferred tax liabilities 2,072
— Other liabilities 4,179
Total liabilities per statement of financial position 352,382

. Amounts shown in respect of long-term insurance contracts represent estimated undiscounted cash flows for the Group’s life assurance contracts. In determining the projected payments, account has been taken of the contract features, in
particular that the amount and timing of the contractual payments reflect either surrender, death or contract maturity. In addition, the undiscounted amounts shown include the expected payments based on assumed future investment returns
on assets backing insurance and investment contract liabilities. The projected cash flows exclude the unallocated surplus of with-profits funds (see below).

. All linked contracts and almost all non-linked investment contracts may be surrendered or transferred on demand. For such contracts the earliest contractual maturity is therefore at the current statement of financial position date, for a surrender
amount approximately equal to the current statement of financial position liability. Although we expect surrenders, transfers and maturities to occur over many years, the total liability for non-linked investment contracts is shown in the Less than
1 year column above.

. Amounts shown in respect of general insurance contracts are based on undiscounted estimates of future claim payments, including for those classes of business for which discounted provisions are held, see ‘Financial Statements IFRS — Note 36 —

Insurance liabilities’. The timing of cash flows reflects a best estimate of when claims will be settled.

The Group has no material finance leases for property and equipment.

Includes obligations under repurchase agreements amounting to £853 million and obligations for repayment of collateral received under stock lending arrangements and derivative transactions amounting to £4,825 million.

. When subordinated debt is undated or loan notes perpetual, the interest payments have not been included beyond 15 years. Annual interest payments for these borrowings are £84 million. Contractual undiscounted interest payments are
calculated using fixed interest rates or prevailing market floating rates as applicable.

. The unallocated surplus represents the excess of assets over liabilities, including policyholder ‘asset share’ liabilities, which reflect the amount payable under the realistic Peak 2 reporting regime of the FSA. Although accounted for as a liability, as
permitted by IFRS 4, there is currently no expected payment date for the unallocated surplus.

. Provisions include pension obligations, which have been excluded from the contractual obligations table above, due to the uncertainty of the amount and timing of future cash flows. The Group operates both funded defined benefit and funded
defined contribution pension schemes around the world, full details of which are provided in ‘Financial Statements IFRS — Note 45 — Pension obligations'. We have a contractual obligation to fund these schemes. However, the amount and timing
of the Group’s cash contributions to these schemes is uncertain and will be affected by factors such as future investment returns and demographic changes. Our cash funding of defined contribution schemes is based on percentages of salary.
Our cash contribution to defined benefit schemes is agreed in advance with scheme trustees. In 2010 a long-term funding agreement was agreed with the scheme trustees which is expected to eliminate the funding deficit over time. However,
these contributions are revisited annually in light of changes in expectations of investment returns and other assumptions. The discounted scheme liabilities have an average duration of 18 years in the UK schemes and between 12 and 19 years in
the non-UK schemes.
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Risk management

As a global insurance group, risk management is at the heart of
what we do and is the source of value creation as well as a vital
form of control. It is an integral part of maintaining financial
stability for our customers, shareholders and other stakeholders.
The Group's risk strategy is to invest its available capital to
optimise the balance between return and risk whilst maintaining
an appropriate level of economic (i.e. risk-based) capital and
regulatory capital. Consequently, our risk management goals are
to:

m  Embed rigorous risk management throughout the business,
based on setting clear risk appetites and staying within
these;

®m  Ensure that capital is allocated where it will make the
highest returns on a risk-weighted basis; and

m  Meet the expectations of our customers, investors and
regulators that we will maintain capital surpluses to ensure
we can meet our liabilities even if a number of extreme risks
materialise.

In 2010, in support of these goals, the Group continued its work
to enhance its risk management capabilities by developing a
comprehensive Risk Plan. The Risk Plan sets out a phased
programme for designing, implementing and embedding
enhancements to the existing risk management framework (RMF)
across the Group. Key components of the RMF and some of the
enhancements made in 2010 are described below.

Risk appetite

Risk appetite is an expression of the level of risk we are willing

and able to accept in pursuit of our strategic objectives and thus

provides the context for our risk and capital management.

The following appetite statements, which were reviewed and
approved by the Board in June 2010, demonstrate a key focus on
balance sheet strength and protection of the franchise value.
They supplement existing risk appetite statements relating to the
regulatory solvency position.

m  Economic capital: the Aviva Board requires that the Group
has sufficient capital to remain able to meet its liabilities in
extreme adverse scenarios, on an ongoing basis, calibrated
consistently with the Group's strategic target of maintaining
a credit rating in the AA range.

® Liquidity: the Aviva Board requires that the Group maintains
significant liquid resources to meet both planned cash
outflows and cover unexpected cash requirements under
stress conditions. In addition the Group maintains
substantial unutilised committed credit facilities to cover
extreme adverse scenarios.

m  Franchise value: Aviva recognises that its long-term
sustainability depends upon the protection of our franchise
and our relationship with customers. As such, Aviva will not
accept risks that materially impair the reputation of the
Group and requires that customers are always treated with
integrity.

The Group's position against the quantitative risk appetite
statements is monitored and reported to the Board on a monthly
basis. The 2010 business planning process included explicit
consideration of the reviewed Group level risk appetite
statements and economic capital risk appetites were cascaded to
individual business units at the end of 2010.

More granular risk appetites or tolerances are set out in our
risk management policies, which are implemented across the
Group.

Risk and capital management

Risk and capital management are strongly interlinked. We set our
business strategy and plans, guided by our overarching strategy,
risk appetite and goal of improving risk-weighted returns.

We actively manage our risk profile through a wide range of
techniques including product design, pricing, underwriting, asset
allocation, investment management, duration matching, hedging,
reinsurance, acquisitions and disposals, management of the
capital structure and of committed credit facilities.

The development and evaluation of our business plans and
our various capital and risk management actions are supported by
risk modelling, which has been a key area of further
enhancement throughout 2010.

Risk modelling

For the purposes of risk identification and measurement, risks are
usually grouped by risk type: market, credit, liquidity, general
insurance, life insurance and operational risk. Risks falling within
these types may affect a number of key metrics including those
relating to balance sheet strength, liquidity and profit. They may
also affect the performance of the products that we deliver to our
customers and the service to our customers and distributors,
which can be categorised as risks to our brand and reputation.

To evaluate the impact of these risks, we carry out a range of
stress (where one risk factor, such as equity returns, is assumed to
vary) and scenario (where combinations of risk factors are
assumed to vary) tests to evaluate their impact on the business
and the management actions available to respond to the
conditions envisaged. These stress and scenario tests are
sometimes prescribed by supervisory authorities, but are
supplemented by scenarios drawn from historical periods of
adverse conditions, from risk models and from management
discussions.

In addition, ‘reverse stress tests’ are now generated where the
intention is to identify the extreme scenarios which would test the
business model to the point of failure. These are used to facilitate
discussions on whether business plans should be modified.

More details on our capital modelling, including our internal
risk-based, economic capital model, can be found in the capital
management section on page 46.

Risk modelling is an area of focus for continued enhancement
and development.

Risk management responsibilities, policies and procedures
Aviva operates a ‘three lines of defence’ model. Primary
responsibility for the application of the RMF lies with business
management (the first line of defence). Support for and challenge
on the risk management activities (including the identification,
measurement, monitoring, management and reporting of risk) are
performed by a specialist, independent risk function (the second
line of defence) acting as the ‘critical friend’ to the first line of
defence. The design of the RMF is also primarily the responsibility
of the second line of defence. Independent and objective
assurance on the robustness of the RMF and the appropriateness
and effectiveness of internal control is provided by Group internal
audit (the third line of defence).

To promote a consistent and rigorous approach to risk
management across all the businesses and locations in which we
operate, we have a set of formal risk management policies. These
risk policies set out risk management and control standards for
the Group's worldwide operations. As our business responds to
changing market conditions and customer needs, we regularly
monitor the appropriateness of our risk policies to ensure that
they remain up-to-date.
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This helps to provide assurance to the various risk oversight
committees that there are appropriate controls in place for all our
core business activities, and that the processes for managing risk
are understood and followed consistently across our global
businesses.

Businesses regularly review the risks identified against the
tolerances specified in the risk policies and, where risks are
outside of tolerance, action plans are required. Similarly, controls
are regularly reviewed for effectiveness and remediation actions
implemented where necessary. This process is supported by a
semi-annual sign-off by the business chief executive and chief
financial officers of policy compliance and of the completeness of
the list of risks identified.

A top-down, key risk identification and assessment process
has been introduced in 2010 and is carried out monthly in the risk
function at Group level based on Group and regional chief risk
officer (CRO) and functional risk director input. This includes the
consideration of emerging risks and is supported by deeper
thematic reviews.

The bottom-up and top-down risk assessment processes are
used to generate risk reports which are shared with the relevant
committees.

As part of the annual business planning process, we formally
consider the risks present in, and to, the draft plan, the
consistency of the draft plan with the Group’s risk appetite and
the appropriate management actions and controls to address any
risks identified. The risk assessment forms part of the formal plan
submitted to the Group Executive Committee and Board for
discussion and approval.

Performance review
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Risk governance and oversight

Board oversight of risk and risk management across the Group is
maintained on a regular basis through its Risk Committee (RC).
The RC reviews the Group’s risk appetite and future risk strategy
and makes recommendations on risk appetite to the Board. It also
reviews the risk profile against the risk appetite, the principal risk
policies for consistency with the Group's risk appetite, and
approves any material changes to these policies, and reviews the
Group's internal models and stress and scenario testing.

The executive oversight of risk management is the
responsibility of the Group Executive Committee (GEQ). It is
assisted by a number of committees at Group centre with the
Asset Liability Committee (ALCO) and the Operational Risk
Committee (ORC) providing a key focus on financial and
operational risks respectively. The Group centre committees are in
turn supported by similar governance structures in the regions.
These relationships are summarised in the diagram below. These
committees review the Group’s risk profile against its risk appetite
and the Group's strategy, provide challenge and recommend risk
management activity and ensure that our risk policies are used to
manage risk to agreed standards.

The group chief risk officer is a member of the Group
Executive Committee and has a reporting line to the group chief
executive and to the RC with access to the RC chairman, assuring
independence of the function.

Similarly, the regional CROs are members of the regional
executive committees.

Board — Setstrategic objectives Aviva plc Board
— Monitor performance
=i g m . ..m
— Set and uphold values Audit |

L ]

— Oversee risk management
— Provide challenge
— Recommend risk activity
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Risk factors

This table sets out the definitions of each key risk type; the key risk drivers
for each risk category; sensitivities to economic and operating experience

on the Group's performance and a summary of the related risk mitigation
processes within the risk management framework.

Risk type
Market

Risk of adverse financial impact due to changes in fair
values or future cash flows of financial instruments from
fluctuations in interest rates, equity prices and foreign
currency exchange rates

Key drivers

Fluctuation in the value of, or income from, our investments including loans,
debt, equity securities, mortgages and holdings of investment properties
Impact of market conditions on the sales of investments, pensions and other
savings products and our fund management business

Products sold by the Group that carry investment return and surrender value
guarantees

Movements in the value of assets and liabilities, cash flows or dividends received
from subsidiaries as a result of movements in currency exchange rates

Fluctuation in the value of assets held by the staff pension schemes

Movements in yield curves or market implied volatilities that affect the values
placed on assets and liabilities are not perfectly matched

Credit

Risk of financial loss as a result of the default or failure of
third parties to meet their payment obligations or as a
result of changes in fair value resulting from movements
in the credit standing of the third party or in credit
spreads

Exposures to debt investments, structured asset investments, and counterparties
in our derivatives, mortgage loans and reinsurance placements )

Default and spread risks are considered, as both impact the value and risks of
assets

Concentrations of exposures to individual credits/counterparties or
sectors/geographies

Liquidity
Risk of not maintaining sufficient financial resources to
meet our business obligations as they fall due

Insufficient capital generated from the receipt of premiums, fees and investment
income, along with planned asset sales and maturities to pay claims, expenses,
interest costs
and dividends

Instances where additional cash requirements arise in excess of that available
within operating businesses

Mismatches in the timing of cash flows relating to assets, liabilities and off
balance
sheet instruments

General insurance

The inherent uncertainty as to the occurrence, amount
and timing of insurance liabilities. This includes
fluctuations in the timing, frequency and severity of claims
and settlements.

Claims incurred from catastrophic events, such as flooding and windstorm
Financial impact of worsening claims ratios and inadequate reserves
Claims inflation

Life insurance

The inherent uncertainty as to the occurrence, amount
and timing of insurance liabilities. This includes exposure
to mortality and morbidity insurance and exposure to
worse than anticipated operating experience on factors
such as persistency levels and management and
administrative expenses

Adverse longevity experience (the risk that people will live longer than we have
assumed)

Adverse mortality experience (the death of a policy holder) and morbidity (ill
health)

Expense experience compared with assumptions at the start of the insurance
policy

Poorly designed or inadequately priced products

Persistency risk arising from customers lapsing their policies earlier, or in some
circumstances later, than has been assumed

Adverse take-up rates of options embedded in insurance contracts

Operational

The risks of direct or indirect loss resulting from
inadequate or failed internal processes, or from people
and systems, or from external events, including changes in
the legislative or regulatory environment.

Failure of key processes and controls resulting in misselling, fraud, or losses
reguiring customer compensation

Failure of information technology and communications systems that affects the
delivery of services to our customers

Failure or underperformance of providers of outsourced services including
administration and distribution

Adverse changes in the external environment including the competitive
landscape, customer behaviour, distributor regulatory changes, merger and
acquisition opportunities and emerging trends

Adverse changes in requlatory or legislative environment

Brand and reputation

Our dependence on the strength of our brands, the
brands of our partners, and our reputation with
customers, distributors and regulators in the sale of our
products and services

Media speculation, negative publicity, adverse market and customer perception
Products or services recommended by us not performing as expected

For further details refer to the ‘Financial statements IFRS — Note 54 — Risk management’.

" IFRS sensitivities are shown gross of non-controlling interest.
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Sensitivities'

A 1% increase in interest rates would decrease total shareholder funds by
£1.4 billion net of tax

A 10% decrease in equity prices would decrease total shareholders’ funds by
£0.6 billion net of tax

These sensitivities are shown net of equity hedges.

We expect that a 40% fall in equity prices (at 31 December 2010) would
reduce IGD by £0.6 billion.

Risk mitigation

Regular reviews by the Asset Liability Committee relative to risk
appetite

Active management of exposure through changes in asset mix and
hedging against unfavourable market movements

Regular monitoring of impact from changes in market risks (interest
rates, equity prices, property values) through value at risk analysis,
stress tests and scenario analysis

Use of currency borrowings and derivatives to manage currency
exposures within centrally set limits

Investment strategy and long-term objectives agreed with scheme
trustees

Duration matching

A 50 bps increase in credit spreads would have no net impact on shareholder
funds.

Adherence to credit policy and limits frameworks by all businesses

Regular monitoring and reviews by the Credit Approvals Committee
of exposures and management against limits

Maintaining a diversified portfolio and reviewing concentrations of
exposure by types, sector, geography and credit ratings

Utilisation of risk reduction techniques such as hedging and collateral
posting requirements

Sensitivity information is not provided for this risk type

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

Regular monitoring through liquidity stress and scenario testing and
against liquidity risk appetite

Sale of assets from investment portfolios, issuing commercial paper

Maintain committed borrowing facilities (£2.1 billion) from highly
rated banks

Regular reviews by the Assets Committee and the Asset Liability
Committee

Our total potential loss from our most concentrated catastrophe exposure
zone (Northern European) is approximately £300 million for a one in ten year
annual loss scenario, compared to approximately £550 million for a one in
hundred year annual loss scenario

A 5% increase in gross loss ratios for our general insurance and health
business reduces shareholders funds by £310 million, net of reinsurance on a
pre-tax basis

Regular reviews by the General Insurance Committee

Use of reinsurance to help reduce the financial impact of a
catastrophe and manage earnings volatility

Extensive use of data, financial models and analysis to improve pricing
and risk selection

Underwriting and claims management disciplines

Digital mapping to better manage property flood risk

Mortality/ morbidity — a 5% worsening in assurance mortality/morbidity
experience would reduce shareholder funds by £55 million before tax.
Longevity — should our assumptions in respect of annuitant mortality worsen
by 5% then shareholder funds would reduce by £355 million before tax.

Regular reviews by the Life Insurance Committee

Monitoring longevity statistics compared with emerging industry
trends and use of reinsurance solutions

Use of reinsurance solutions to mitigate mortality and morbidity risks

Guidelines to support businesses through complete cycle of product
design, development and pricing

Regular monitoring of expense assumptions and the use of outsource
providers governed by strict outsourcing policy

Guidelines on persistency management and regular monitoring and
investigation of persistency levels

Sensitivity information is not provided for this risk type

Regular reviews by Operational Risk Committee

Capture and investigation of operational risk loss events data

Strong policy and control framework compliance which is subject to
regular review and certification

Strategic review and planning process combined with performance
management process

Challenging developments that could be damaging to our business
and the industry as a whole

Sensitivity information is not provided for this risk type

Regular reviews by the Corporate Reputation Committee

Building our brand prominence and regularly monitoring brand
metrics

Delivering a truly exceptional experience to our customers and
treating customers fairly in line with the FSA principles

Monitoring metrics including customer advocacy, retention and
complaints

' IFRS sensitivities are shown gross of non-controlling interest.
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Accounting basis:

Capital employed by segment and financing of capital
The table below shows how our capital, on an IFRS basis,
is deployed by segment and how that capital is funded.

Capital management

Capital management objectives

The primary objective of capital management is to optimise
the balance between return and risk, whilst maintaining

economic and regulatory capital in accordance with risk
Restated

appetite. Aviva's capital and risk management objectives are 2010 2009
closely interlinked, and support the dividend policy and £m £m
earnings per share growth, whilst also recognising the critical Ez%%rt;fmszar\;':g; ond health "s’rgfg 1‘7@&;
!mportance of protecting policyholder and other stakeholder e ‘465 269
interests. Other business 178 (246)

Overall capital risk appetite, which is reviewed and Corporate' (1,521)  (1,327)
approved by the Aviva Board, is set and managed with Total capital employed 23,791 20,575

reference to the requirements of a range of different Financed by:

stakeholders including shareholders, policyholders, regulators Equity shareholders” funds s e
d rati . Risk tite is exor d in relation t Minority interest 3,741 3,540
and rating agenoeg S aplpe € IS expresse ) €lationtoa Direct capital instruments 990 990
number of key capital and risk measures, and includes an Preference shares 200 200
economic capital risk appetite of holding sufficient capital Subordinated debt 4572 4,637
resources to enable the Group to meet its liabilities in extreme External debt 1494 852
Total capital employed 23,791 20,575

adverse scenarios, on an ongoing basis, calibrated consistently

1. 'Corporate’ includes centrally held tangible net assets, the element of the staff pension scheme deficit or surplus

with the Group's strategic target of maintaining credit ratings

in the AA range.

In managing capital we seek to:

B maintain sufficient, but not excessive, financial strength
in accordance with risk appetite to support new business
growth and satisfy the requirements of our regulators
and other stakeholders giving both our customers and
shareholders assurance of our financial strength;

m  optimise our overall debt to equity structure to enhance
our returns to shareholders, subject to our capital risk
appetite and balancing the requirements of the range of
stakeholders;

m retain financial flexibility by maintaining strong liquidity,
including significant unutilised committed credit facilities
and access to a range of capital markets;

m allocate capital rigorously across the Group, to drive
value adding growth through optimising risk and return;
and

m  declare dividends on a basis judged prudent, while
retaining capital to support future business growth,
using dividend cover on an IFRS operating earnings after
tax basis in the 1.5 to 2.0 times range as a guide.

Capital is measured and managed on a number of different
bases. These are discussed further in the following sections.

allocated centrally and also reflects internal lending arrangements. These internal lending arrangements, which
net out on consolidation, arise in relation to the following:

— Aviva International Insurance Limited (All) acts as both a UK general insurer and as the primary holding
company for our foreign subsidiaries. Internal capital management mechanisms in place allocate a portion
of the total capital of the company to the UK general insurance operations, giving rise to notional lending
between the general insurance and holding company activities. These mechanisms also allow for some of
the assets of the general insurance business to be made available for use across the Group.

— Certain subsidiaries, subject to continuing to satisfy stand-alone capital and liquidity requirements, loan
funds to corporate and holding entities. These loans satisfy arms length criteria and all interest payments are
made when due.

Total capital employed is financed by a combination of equity
shareholders’ funds, preference capital, subordinated debt
and borrowings.

At 31 December 2010 we had £23.8 billion (37 December
2009: £20.6 billion) of total capital employed in our trading
operations, measured on an IFRS basis.

Regulatory capital — overview

Individual regulated subsidiaries measure and report solvency
based on applicable local regulations, including in the UK the
regulations established by the Financial Services Authority
(FSA). These measures are also consolidated under the
European Insurance Groups Directive (IGD) to calculate
regulatory capital adequacy at an aggregate group level,
where we have a regulatory obligation to have a positive
position at all times.

This measure represents the excess of the aggregate value of
regulatory capital employed in our business over the
aggregate minimum solvency requirements imposed by local
regulators, excluding the surplus held in the UK and Ireland
with-profit life funds. The minimum solvency requirement for
our European businesses is based on the Solvency 1 Directive.
In broad terms, for EU operations, this is set at 4% and 1% of
non-linked and unit-linked life reserves respectively and for
our general insurance portfolio of business is the higher of
18% of gross premiums or 26% of gross claims, in both cases
adjusted to reflect the level of reinsurance recoveries. For our
major non-European businesses (the US, and Canada) a risk
charge on assets and liabilities approach is used.
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Regulatory capital — group
European Insurance Groups Directive

UK Life Other
funds business 2010 2009
fbn £bn £bn fbn

Insurance Groups Directive (IGD)

capital resources 6.0 10.3 16.3 15.7
Less: capital resource requirement

(CRR) (6.0) (6.5) (12.5) (11.2)
Insurance Groups Directive (IGD)

excess solvency — 3.8 3.8 4.5

Cover of EU minimum (calculated

excluding UK Life funds) 1.6 times 1.7 times

The EU Insurance Groups Directive (IGD) regulatory capital
solvency surplus has decreased by £0.7 billion since 31
December 2009 to £3.8 billion. The key movements over the
period are set out in the following table:

fbn
IGD solvency surplus at 31 December 2009 4.5
Adjusted operating profits net of other income and expenses 1.0
Dividends net of scrip (0.5)
Market movements including foreign exchange 0.2)
Pension scheme funding 0.3)
Increase in Capital Resource Requirement (0.3)
Acquisitions (River Road and other small transactions) 0.2)
Other (0.2)
Estimated IGD solvency surplus at 31 December 2010 3.8

Regulatory capital — Long-term businesses

For our non-participating worldwide life assurance businesses,

our capital requirements, expressed as a percentage of the EU

minimum, are set for each business unit as the higher of:

m The level of capital at which the local regulator is
empowered to take action.

m The capital requirement of the business unit under the
group’s economic capital requirements; and,

m The target capital level of the business unit.

The required capital across our life businesses varies between
100% and 325% of EU minimum or equivalent. The
weighted average level of required capital for our non-
participating life business, expressed as a percentage of the
EU minimum (or equivalent) solvency margin has decreased to
129% (31 December 2009: 130%).

These levels of required capital are used in the calculation
of the group’s embedded value to evaluate the cost of locked
in capital. At 31 December 2010 the aggregate regulatory
requirements based on the EU minimum test amounted to
£6.8 billion (37 December 2009: £6.1 billion). At this date, the
actual net worth held in our long-term business was £10.0
billion (37 December 2009: £9.8 billion) which represents
147% (31 December 2009: 159%) of these minimum
requirements.

Regulatory capital — UK Life with-profit funds

The available capital of the with-profit funds is represented by
the realistic inherited estate. The estate represents the assets
of the long-term with-profit funds less the realistic liabilities
for non-profit policies within the 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,
guarantees and promises. Realistic balance sheet information
is shown below for the three main UK with-profit funds: Old
With-Profit Sub-Fund (OWPSF), New With-Profit Sub-Fund
(NWPSF) and With-Profit Sub-Fund (WPSF). These realistic
liabilities have been included within the long-term business
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provision and the liability for insurance and investment
contracts on the consolidated IFRS balance sheet at
31 December 2010 and 31 December 2009.

Estimated Estimated
Estimated  Estimate realistic ~ Support risk 2009
realistic realistic inherited arrange- capital Estimated  Estimated
assets liabilities’ estate? ment  Margin® excess excess
£bn £bn £bn £bn £bn £bn £bn
NWPSF 20.8 (20.8) — 1.2 (0.4) 0.8 0.6
OWPSF 3.1 (2.8) 0.3 —_ (0.1) 0.2 0.1
WPSF* 20.4 (18.6) 1.8 —_ (0.4) 1.4 1.4
Aggregate 443 (422) 21 12 (0.9 24 2.1

. These realistic liabilities include the shareholders’ share of future bonuses of £0.7 billion (31 December 2009:
£0.6 billion). Realistic liabilities adjusted to eliminate the shareholders’ share of future bonuses are £41.5 billion
(31 December 2009: £42.1 billion). These realistic liabilities make provision for guarantees, options and promises
on a market consistent stochastic basis. The value of the provision included within realistic liabilities is £1.9
billion, £0.3 billion and £3.1 billion for NWPSF, OWPSF and WPSF respectively (37 December 2009: £2.2 billion,
£0.3 billion and £3.1 billion).

. Estimated realistic inherited estate at 31 December 2009 was £nil billion, £0.2 billion and £1.6 billion for
NWPSF, OWPSF and WPSF respectively.

. This represents the reattributed estate of £1.2 billion at 31 December 2010 (31 December 2009: £1.1 billion)
held within the non-profit fund with WPSF included within other UK life operations.

. The WPSF fund includes the Provident Mutual (PM) fund which has realistic assets and liabilities of £1.7 billion,
and therefore does not impact the realistic inherited estate.

. The risk capital margin (RCM) is 3.7 times covered by the inherited estate and support arrangement (37
December 2009: 3.6 times).

N

w

IS

w

Investment mix
The aggregate investment mix of the assets in the three main
with-profit funds at 31 December 2010 was:

2010 2009

% %
Equity 26% 21%
Property 16% 12%
Fixed interest 57% 59%
Other 1% 8%

The equity backing ratios, including property, supporting with-
profit asset shares are 69% in OWPSF and NWPSF, and 68%
in WPSF.

Economic capital

We use a risk-based capital model to assess economic capital
requirements and to aid in risk and capital management
across the Group. The model is based on a framework for
identifying the risks to which business units, and the Group as
a whole, are exposed. A mixture of scenario based approaches
and stochastic models are used to capture market risk, credit
risk, insurance risk and operational risk. Scenarios are specified
centrally to provide consistency across businesses and to
achieve a minimum standard. Where appropriate, businesses
also supplement these with additional risk models and
stressed scenarios specific to their own risk profile. When
aggregating capital requirements at business unit and Group
level, we allow for diversification benefits between risks and
between businesses, with restrictions to allow for non-
fungibility of capital when appropriate. This means that the
aggregate capital requirement is less than the sum of capital
required to cover all of the individual risks.

This model is used to support our Individual Capital
Assessments (ICA) which are reported to the FSA for all our
UK regulated insurance businesses. The FSA uses the results of
our ICA process when setting target levels of capital for our
UK regulated insurance businesses. In line with FSA
requirements, the ICA estimates the capital required to
mitigate the risk of insolvency to a 99.5% confidence level
over a one year time horizon (equivalent to events occurring in
1 out of 200 years) against financial and non-financial tests.

The financial modelling techniques employed in economic
capital enhance our practice of risk and capital management.

They enable understanding of the impact of the
interaction of different risks allowing us to direct risk
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management activities appropriately. These same techniques
are employed to enhance product pricing and capital
allocation processes. Unlike more traditional regulatory capital
measures, economic capital also recognises the value of
longer-term profits emerging from in-force and new business,
allowing for consideration of longer-term value emergence as
well as shorter-term net worth volatility in our risk and capital
management processes. We continue to develop our
economic capital modelling capability for all our businesses as
part of our development programme to increase the focus on
economic capital management and meeting the emerging
requirements of the Solvency Il framework and external
agencies.

Solvency Il
The development of Solvency Il continues in 2011. The
European Commission is focused on concluding the
development of the Level 2 implementing measures that will
establish the technical requirements governing the practical
application of Solvency Il. The European Commission has
published a draft directive (‘Omnibus II') proposing some
changes, including as expected a change to the date for
implementation of Solvency Il from 31 October 2012 to 31
December 2012. Aviva continues to actively participate in the
development of the requirements through the key European
industry working groups and engaging with the FSA and HM
Treasury to influence the on-going negotiations in Brussels.
The European Commission is now giving further
consideration to the wording of the implementing measures
and is expected to finalise these during 2011.

Rating agency

Credit ratings are an important indicator of financial strength
and support access to debt markets as well as providing
assurance to business partners and policyholders over our
ability to service contractual obligations. In recognition of this
we have solicited relationships with a number of rating
agencies. The agencies generally assign ratings based on an
assessment of a range of financial factors (e.g. capital
strength, gearing, liquidity and fixed charge cover ratios) and
non-financial factors (e.g. strategy, competitive position, and
quality of management).

Certain rating agencies have proprietary capital models
which they use to assess available capital resources against
capital requirements as a component in their overall criteria
for assigning ratings. Managing our capital and liquidity
position in accordance with our target rating levels is a core
consideration in all material capital management and capital
allocation decisions.

The Group's overall financial strength is reflected in our
credit ratings. The Group’s rating from Standard and Poors is
AA- ('very strong’) with a Stable outlook; Aa3 (‘excellent’) with
a Stable outlook from Moody's; and A (‘excellent’) with a
Positive outlook from A M Best. These ratings continue to
reflect our strong competitive position, positive strategic
management, strong and diversified underlying earnings
profile and strong liquidity position.

Financial flexibility

The group’s borrowings are comprised primarily of long dated
hybrid instruments with maturities spread over many years,
minimising refinancing risk. In addition to central liquid asset
holdings of £1.5 billion, the group also has access to
unutilised committed credit facilities of £2.1 billion provided
by a range of leading international banks.

Key performance indicators
The UK Companies Act requires that a fair review of the
business contains financial and, where applicable, non-
financial key performance indicators (KPIs). We consider that
our financial KPIs are those that communicate to the members
the financial performance and strength of the Group as a
whole.
These KPIs comprise:
m Earnings per share (International Financial Reporting
Standards basis);
®m  Proposed ordinary dividend per share and dividend
cover,
m  Adjusted operating profit;
m  Worldwide sales; and
m Return on equity shareholders’ funds.

Management also use a variety of other performance
indicators (OPIs) in both running and assessing the
performance of individual business segments and units, rather
than the Group as a whole. OPIs include measures such as
new business margins, combined operating ratio and
underwriting profit.

In addition to reporting on our financial performance, it is
important that as a forward-thinking company we are aware
of our wider responsibilities and report on the non-financial
aspects of our performance. We consider that our employees
and customers are fundamental to the success of our
business; as such, they form the basis for our non-financial
measures, and include:
®m Leadership and employee engagement; and
Customer advocacy.

Accounting basis of preparation

International Financial Reporting Standards (IFRS)

Our consolidated financial statements are prepared under
IFRS, using standards issued by the International Accounting
Standards Board (IASB) and endorsed by the EU. In addition to
fulfilling this legal obligation, the Group has also complied
with IFRS as issued by the IASB and applicable at 31 December
2010.

The financial data contained in the Annual Report has
been prepared using the Group’s accounting policies set out
on pages 127 to 140. Where applicable, the financial
statements have also been prepared in accordance with the
Statement of Recommended Practice (SORP) on accounting
for insurance business issued by the Association of British
Insurers (ABI), the most recent version of which was issued in
December 2005 and amended in December 2006
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Board of directors

13

1. Lord Sharman of Redlynch OBE
Chairman (Age 68)

Appointed to the Board in January 2005 and
became chairman in January 2006. Currently
an independent non-executi