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highlights

� Good progress repositioning 
the Group and improving its
financial strength.

� Operating achieved profit of 
£44 million before tax and
exceptional items (HY 2002: 
£52 million). 

� Achieved profit shareholders’
funds of £987 million, 502
pence per share (FY 2002: £986
million, 502 pence per share).

� Retail investment, life and
pensions sales of £38 million
APE (HY 2002: £40 million APE).

� Operating achieved earnings per
share (before exceptional items)
17 pence (HY 2002: 19 pence).

� Free asset ratio 10.0% 
(FY 2002: 6.5%).
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Introduction

At the beginning of the year we
embarked upon a series of actions 
to reposition the Group and improve
its financial strength with the
objective of recommencing the
payment of annual bonuses to
Britannic Assurance with profit
policyholders and dividends to
shareholders. In very tough market
conditions, we have made good
progress with these actions and
produced a robust set of results.

During the first half we completed
the closure of Britannic Assurance 
to new business and disposed of
Britannic Money. In addition, we
reduced the equity exposure of
Britannic Assurance to protect
solvency against the continued 
equity market falls in the first 
quarter. We also continued with 
our programme of reducing the 
risks within Alba Life. These actions
have resulted in a much improved
free asset ratio of 10% for 
Britannic Assurance.

Achieved operating profit before tax
and exceptional items of £44 million
reflects reduced profits at Britannic
Assurance as a result of lower
opening asset values, partially offset
by better performances from Britannic
Retirement Solutions and Britannic
Money. Britannic Asset Management
produced a good result in difficult
market conditions.

chairman’s statement
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Achieved profit shareholders’ funds
were flat at 502 pence per share,
mainly being held back by the loss
on disposal of Britannic Money.

Retail investment, life and pension
sales of £38 million APE are now
beginning to reflect the closure 
to new business at Britannic
Assurance during the period and 
the concentration at Britannic
Retirement Solutions on margin
improvement over sales growth.

As indicated in our 2002 year end
results, we will not be paying an
interim dividend for 2003. 

Outlook

As outlined above, we have made
good progress against our plan for 
the resumption of annual bonus
declarations and the payment of
dividends. In addition, equity 
markets have returned to some
stability and our preliminary
assessments of our risk based 
capital requirements are encouraging.
During the balance of the year we
plan to finalise the revised support
arrangements for Alba Life, complete
our risk based capital assessments
and renegotiate our banking
arrangements. We are confident of
achieving these steps, which should
then allow us to resume annual
bonus and dividend payments.

We continue to believe that the
Group has a sustainable annual
dividend paying capacity, before any
debt capital repayments, of between
20p and 25p per share. This is based
on medium term assumptions of total
equity returns of 7% per annum from
the 2002 year end market level.
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business and financial review

Analysis of profit – achieved profits basis

HY03 HY02 FY02

£m £m £m

Britannic Assurance:
New business profit 5.5 3.7 11.6
In-force profit 22.6 19.0 25.7
Cost of closure to new business (3.7) – –
Longer term return on shareholders’ 
retained capital 14.4 29.4 51.3
Longer term return on other 
shareholders’ funds 4.9 4.2 7.9
General business result 1.3 1.4 2.6
Other income & charges (1.1) 0.9 0.2

43.9 58.6 99.3
Britannic Asset Management 4.4 6.2 9.4
Britannic Retirement Solutions 4.3 (4.0) (7.1)
Britannic Money (1.3) (4.5) (5.2)
Group income and charges (2.7) (1.4) (3.8)
Interest on loan finance (4.3) (2.8) (6.9)
Operating profit before tax and 
exceptional items 44.3 52.1 85.7
Exceptional items (4.3) – (87.4)
Total operating profit/(loss) before tax 40.0 52.1 (1.7)
Loss on disposal of Britannic Money (25.1) – –
Fluctuations in investment return 10.9 (76.3) (213.7)
Investment variance on in-force (7.1) (45.7) (126.3)
Other assumption changes (20.5) (10.7) (64.3)
Loss before tax (1.8) (80.6) (406.0)
Taxation:

Operating profit before exceptional items (10.8) (13.8) (19.8)
Exceptional items – – 0.5
Loss on disposal of Britannic Money 8.6 – –
Other 4.6 32.6 92.0

Profit/(loss) after tax 0.6 (61.8) (333.3)

Operating earnings per share 
(before exceptional items) 17.1p 19.5p 33.5p

Equity shareholders’ funds – achieved 
profits basis £986.9m £1,257.8m £986.3m
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of which the shareholders’ impact 
is £4 million. Sales of £10m APE 
are beginning to reflect the 
phased withdrawal from writing 
new business.

Following a review of all our lines 
of with profits business, we believe
that certain of them will warrant an
annual bonus at the end of the year
based on the performance of the 
fund to date. Accordingly, we have
accrued a level of bonus at the half
year for this business.

Further action was taken during the
first quarter of the year to protect 
the solvency of Britannic Assurance
by reducing the equity backing ratio
to 30%. We continue to expect that
medium term returns from equities
will exceed returns on fixed interest
investments and as such do not
anticipate further significant
reductions in the equity backing ratio.

Our focus on capital management
resulted in a much improved free
asset ratio of 10.0% including
implicit items and 6.7% excluding
implicit items as at 30 June 2003. 

This business commentary refers to
profits on an achieved profits basis 
as these best reflect the underlying
performance of the long term
assurance businesses.

Britannic Assurance

� Achieved operating profit before
tax and exceptional items of £44
million (HY 2002: £58 million).

� Sales £10 million APE 
(HY 2002: £13 million).

� Equity backing ratio stabilised 
at 30%.

� Closure to new business complete.

� Accrual of bonuses.

Achieved operating profit of £44
million before tax and exceptional
items (HY 2002: £58 million) is
lower, largely due to lower opening
assets following the poor investment
market in 2002. However, the result
was positively impacted by better
than expected new business profits, 
a reduction in the risk discount rate 
of 0.5% to bring us more into line
with industry practice and the
absence of the impact of annuitant
mortality reserve strengthening
experienced last year.

We have successfully completed the
closure of Britannic Assurance to new
business. This action will reduce the
ongoing cost base of the business
from approximately £65 million to
£45 million. The one off cost to
implement the closure is £16 million,
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business and financial review (continued)

Britannic Asset Management

� Operating profit, before
exceptional item, of £4 million
(HY 2002: £6 million).

� Retail sales of £102 million 
(HY 2002: £110 million).

� Continued focus on improving
investment performance, product
development and managing costs.

Whilst operating profit of £4 million
is lower than last year, it is a very
robust result bearing in mind the
pressure on revenues from the
significantly lower average level of
equity markets during the period. 
This result has benefited from the
action taken last December to reduce
headcount and from tighter control
over discretionary spending during
the first half of this year.

Total retail sales of £102 million 
are similar to this period last year,
despite the loss of sales resulting 
from the closure of distribution
channels at Britannic Assurance and
against a market which experienced 
a severe contraction. We benefited
from more than 20% growth through
the partnership distribution channel.
In particular, Britannic Asset
Management successfully launched 
a Secured Growth ISA and Secured
Growth Plan for this channel which
resulted in almost £30 million of new
business. IFA sales are also ahead of
target for the period.
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Britannic Retirement Solutions

� Achieved operating profit of 
£4 million (HY 2002: loss of 
£4 million).

� Sales of £174 million (HY 2002:
£158 million).

� Continued focus on profitability.

Achieved operating profit for the
period of £4 million (HY 2002: loss
of £4 million), puts us well ahead of
our objective of break-even during
2003. This was achieved against the
backdrop of a better annuity market
generally, from the focus on margin
improvement over sales growth and
from a cost reduction exercise during
the period.

Investment variances were
significantly lower during the 
period following much closer
investment matching. 

Sales growth during the period was
modest at £174 million (HY 2002:
£158 million) reflecting the focus on
improving margins which increased
from 9.5% to 28.1%.  

Having now established Britannic
Retirement Solutions as a major
participant in the enhanced annuity
market, the focus will be on
profitability over growth for the
remainder of the year. The annuity
market is now, however, showing
signs of increased competition.

The Britannic Corporate Bond Fund
remains popular with the IFA and
partnership distribution channels 
and continues to perform well. 
The product is one of the most
recommended bond products by
IFAs, where sales are up more than
100% over the same period last year.

On the institutional side of the
business, new business from pooled
pension funds is down only slightly
on the same period last year, while 
a £14 million fixed interest mandate
on the segregated side of the business
contributed to growth. Innovative
product developments in this area 
of the business, including the launch
of a Long Corporate Bond Fund, 
are also attracting client interest.
However, the international
institutional arm is behind target 
and consequently we have adopted a
prudent approach and written off the
remaining goodwill (£4 million) from
the Blairlogie acquisition. 

Britannic Asset Management’s focus 
is to continue to improve fund
performance whilst seeking out new
higher margin business opportunities.
Additional resources continue to be
added in growth areas, such as the
fixed interest team, and innovative
products continue to be developed 
to meet customer needs.
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Britannic Money

� Operating loss of £1 million 
(HY 2002: loss of £4 million).

� Loss on disposal of £25 million
before tax.

Britannic Money was disposed of for
£19 million in cash on 30 June 2003.
The transaction has resulted in a loss
of £25 million before tax. The sale
proceeds will remain as part of
shareholders’ retained capital in the
Britannic Assurance life fund.

Whilst, as expected, Britannic Money
broke even at the operating level 
(the £1 million loss resulting from 
re-structuring costs), the business was
considered no longer core to the
Group’s strategy.  In addition, the
continued competitiveness of the
mortgage market and the lack of
synergies of this business with the
rest of the Group made it difficult 
for Britannic Group to earn an
acceptable return on invested capital.  
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Alba Life

Alba Life is an investment of the
estate of the Britannic Assurance 
with profit fund. It is a relatively
weak fund, with a free asset ratio 
of 4.5% including implicit items 
and 1.9% excluding implicit items 
as at 30 June 2003.

During the period we continued 
with the programme to reduce the
risks within Alba Life as much as
possible, in order to secure the 
long-term benefits of policyholders.
This has involved the disposal of all
of the equity holdings, entering into 
a number of derivative transactions 
to hedge guaranteed annuity options,
and starting to reduce significantly
the exposure to property through
selected disposals. This is designed at 
moving to a more closely matched
balance sheet position, thereby
substantially removing investment
risk. We have further strengthened
reserves for mortality and mortgage
endowment mis-selling.

We are also reviewing the
arrangements between Britannic
Assurance and Alba Life for the
provision of capital to support
solvency, bonus and investment
policy. This is aimed at securing 
an outcome which is fair to both
Britannic Assurance and Alba Life
policyholders. It is hoped that 
these arrangements can be 
concluded shortly.

Capital

Britannic Assurance had a realistic
estate of approximately £150 million
as at 31 December 2002. This is
based upon a realistic assessment of
liabilities and after allowing for
approximately £300 million for the
expected costs of guarantees and the
glidepath. This excludes all of the
assets in the shareholders’ retained
capital (SRC) and the shareholders’
funds of Britannic Assurance in
aggregate amounting to £750 million.
Alba Life has a positive value on a
realistic basis and accounts for a
large proportion of the £150 million
estate in Britannic Assurance.

A preliminary internal assessment of
our risk based capital requirements
for Britannic Assurance and Alba Life
indicates that just under half of the
requirement will be provided by the
estate of Britannic Assurance and the
balance from the SRC. Consequently
more than half of the SRC and all of
the Britannic Assurance shareholders’
funds may represent headroom over
these requirements. The framework
for assessing risk based capital is still
under development both from a
regulatory and best practice
perspective and as such these are
very preliminary estimates.
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Analysis of profit – modified statutory basis

HY03 HY02 FY02

£m £m £m

Britannic Assurance
With profit 7.3 16.5 9.8
Non profit and unit linked (0.7) (18.9) (32.0)
Cost of closure to new business (2.7) – –
Longer term return on shareholders’ 
retained capital 14.4 29.4 51.3
Longer term return on other 
shareholders’ funds 4.9 4.2 7.9
General business result 1.3 1.4 2.6
Other income and charges (1.1) 0.9 0.2

23.4 33.5 39.8
Britannic Asset Management 4.4 6.2 9.4
Britannic Retirement Solutions (6.4) (9.6) (29.3)
Britannic Money (1.3) (4.5) (5.2)
Group income and charges (2.7) (1.4) (3.8)
Interest on loan finance (4.3) (2.8) (6.9)
Operating profit before exceptional items 13.1 21.4 4.0
Exceptional items (4.3) – (87.4)
Total operating profit/(loss) before tax 8.8 21.4 (83.4)
Loss on disposal of Britannic Money (25.1) – –
Fluctuations in investment return 10.9 (76.3) (213.7)
Loss before tax (5.4) (54.9) (297.1)
Tax 3.8 12.7 47.4
Loss after tax (1.6) (42.2) (249.7)

Operating earnings per share 
(before exceptional items) 5.2p 7.8p 2.4p
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The following commentary refers 
to the results on a modified 
statutory basis.

The Group operating profit of £13.1
million compares with £21.4 million
for the first half of 2002. The decrease
is in line with the reduction in
Britannic Assurance’s operating profit.
The net of the changes in other Group
companies’ results in the same period
is broadly neutral.

Britannic Assurance’s with profit
result reflects the shareholders’ share
of policyholder bonuses. It has been
assumed that annual bonuses will be
resumed this year for certain types of
business. Non profit and unit linked
business results have benefited from
lower new business strain and the
absence of significant annuitant
mortality reserve strengthening
incurred last year.

The closure to new business 
resulted in one-off costs of 
£2.7 million, which have been
disclosed separately. 

The results from Britannic Retirement
Solutions have improved from 2002
by £3.2 million, as a result of cost
control, and reduced net new
business strain.

All other elements of the results 
are identical to the achieved profits
basis analysis.

Harold Cottam
Chairman
2 September 2003
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group profit and loss account

Six months Six months Year ended

ended ended 31 December

30 June 2003 30 June 2002 2002

Notes £m £m £m 

Shareholders’ pre tax profit arising on 
long term business 12.8 18.2 1.2
Investment income 2 5.3 5.3 9.6 
Unrealised gains on investments 3.6 – – 
Allocated investment return transferred from/(to) 
the long term business technical account 7.7 (68.8) (184.4)
Unrealised losses on investments – (5.5) (25.0)
Allocated investment return transferred
to the general business operating result (0.2) (0.3) (0.4)
Other income and charges:

Continuing operations (3.9) 0.7 (5.5)
Discontinued operation (1.3) (4.5) (5.2)

3 (5.2) (3.8) (10.7)
Exceptional items:

Continuing operations (4.3) – (51.7)
Discontinued operation (25.1) – (35.7)

4 (29.4) – (87.4)
Loss on ordinary activities before tax (5.4) (54.9) (297.1)
Tax on loss on ordinary activities 5 3.8 12.7 47.4
Loss for the financial period (1.6) (42.2) (249.7)
Dividends – (36.4) (36.4)
Retained loss for the financial period 7 (1.6) (78.6) (286.1)

Pence Pence Pence

Operating* earnings per share 
(before exceptional items) - basic 6 5.2 7.8 2.4
Operating* earnings per share - basic 6 3.1 7.8 (41.8)
Earnings per share - basic 6 (0.8) (21.5) (127.1)
Earnings per share - diluted 6 (0.8) (21.5) (127.1)
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Analysis of result for the financial period:

Six months Six months Year ended

ended ended 31 December

30 June 2003 30 June 2002 2002

£m £m £m 

Operating profit* (before exceptional items):
Continuing operations 14.4 25.9 9.2
Discontinued operation (1.3) (4.5) (5.2)

13.1 21.4 4.0
Exceptional items:

Continuing operations (4.3) – (51.7)
Discontinued operation – – (35.7)

(4.3) (87.4)
Operating profit/(loss)* before tax:

Continuing operations 10.1 25.9 (42.5)
Discontinued operation (1.3) (4.5) (40.9)

8.8 21.4 (83.4)
Loss on disposal of discontinued operation (25.1) – –
Short term fluctuations in investment return 10.6 (76.4) (214.1)
Change in equalisation provision 0.3 0.1 0.4
Loss on ordinary activities before tax (5.4) (54.9) (297.1)

Tax on loss on ordinary activities:
Tax on operating profit 
(before exceptional items) (2.8) (6.1) 0.8
Tax on exceptional items – – 0.5
Tax on loss on disposal of 
discontinued operation 8.6 – –
Tax on other profit/loss (2.0) 18.8 46.1

3.8 12.7 47.4

Loss for the financial period:
Operating profit after tax 10.3 15.3 4.8
Exceptional items after tax (4.3) – (86.9)
Loss on disposal of discontinued operation (16.5) – –
Other profit/(loss) after tax 8.9 (57.5) (167.6)

(1.6) (42.2) (249.7)

* Operating profit/(loss) is stated before short term fluctuations in investment return and
changes to the equalisation provision.
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group balance sheet

As at As at As at

30 June 30 June 31 December 

2003 2002 2002

Assets Notes £m £m £m

Intangible assets 167.5 193.4 171.8 
Investments 11,731.8 13,051.0 11,288.1 
Other assets 1,192.8 725.7 1,534.6 
Total assets 13,092.1 13,970.1 12,994.5 

Liabilities
Capital and reserves:

Called up share capital 9.8 9.8 9.8 
Share premium account 21.7 21.7 21.7 
Other reserves 25.3 25.3 25.3 
Profit and loss account 7 693.8 902.9 695.4 

Equity shareholders’ funds 750.6 959.7 752.2 

Fund for future appropriations 9.3 144.5 48.2 

Technical provisions:
Long term business provision 9,242.7 9,019.8 8,983.7
Technical provisions for linked liabilities 2,426.8 3,072.4 2,552.8
Other technical provisions 58.8 51.9 59.9 

11,728.3 12,144.1 11,596.4 

Other liabilities 603.9 721.8 597.7 

Total liabilities 13,092.1 13,970.1 12,994.5 
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Six months Six months Year ended

ended ended 31 December

30 June 2003 30 June 2002 2002

£m £m £m

Net cash inflow from operating activities 5.4 117.0 125.4
Interest paid (4.4) (3.0) (7.0)
Taxation – (2.2) (1.8)
Capital expenditure (3.0) (1.0) (6.0)
Acquisitions and disposals 9.1 (0.3) (2.0)
Equity dividends paid – (72.1) (108.5)
Financing (5.0) (34.4) 10.3

2.1 4.0 10.4

Cash flows were invested as follows:
(Decrease)/increase in cash holdings (10.7) 3.4 2.4
Net portfolio investment:

Shares and other variable-yield securities 
and units in unit trusts (0.2) 7.7 5.4
Debt securities and other fixed 
income securities – (0.1) (1.1)
Other financial investments – – –
Deposits with credit institutions 13.0 (7.0) 3.7

12.8 0.6 8.0

Net investment of cash flows 2.1 4.0 10.4

Movement in opening and closing portfolio 
investments net of financing:
Net cash (outflow)/inflow (10.7) 3.4 2.4
Net portfolio investment 12.8 0.6 8.0
Movement arising from cash flows 2.1 4.0 10.4

Movement in long term business investments 198.1 (444.3) (1,364.7)
Movement in debtors and creditors 5.0 35.2 (9.6)
Change to market values and currencies 3.7 (5.1) (26.1)
Total movement in portfolio investments 
net of financing 208.9 (410.2) (1,390.0)
Portfolio investments net of financing 
brought forward 8,926.8 10,316.8 10,316.8
Portfolio investments net of financing 
carried forward 9,135.7 9,906.6 8,926.8

group cash flow statement 
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notes to the financial statements

1. Basis of preparation

The unaudited results for the six months ended 30 June 2003 have been prepared in
accordance with the accounting policies set out in the Group’s audited accounts for the
year ended 31 December 2002.

The financial information for the year ended 31 December 2002 does not constitute
statutory accounts within the meaning of section 240 of the Companies Act 1985 and 
is extracted from the Group’s published financial statements for that year. The financial
statements for the year ended 31 December 2002 received an unqualified audit report
and did not contain a statement under section 237(2) or (3) of the Companies Act 
1985. The Group’s 2002 Annual Report and Accounts have been filed with the Registrar
of Companies. 

2. Investment income

On funds held outside the UK long term funds:

30 June 30 June 31 December

2003 2002 2002

£m £m £m

Investment income 4.8 4.9 9.6
Net gains on the realisation of investments 0.5 0.4 –

5.3 5.3 9.6

3. Other income and charges

On funds held outside the UK long term funds:

30 June 30 June 31 December

2003 2002 2002

£m £m £m

Net losses on the realisation of investments – – (0.2)
Investment expenses and charges including interest (4.3) (2.9) (7.0)
Other income and charges:

Continuing operations 0.4 3.6 1.7
Discontinued operation (1.3) (4.5) (5.2)

(0.9) (0.9) (3.5)
(5.2) (3.8) (10.7)
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4. Exceptional items

The exceptional item relating to continuing operations is the £4.3m write-off in the 
period of the remaining goodwill in Blairlogie (2002: £50m write down of Britannic
Asset Management (BAM) goodwill and £1.7m BAM restructuring costs). The amount
relating to discontinued operations is the loss on disposal of Britannic Money of £25.1m
(2002: £35.7m write down of Britannic Money goodwill).

5. Taxation

30 June 30 June 31 December

2003 2002 2002

£m £m £m

Current tax 0.6 (1.1) (6.9)
Deferred tax 7.2 0.9 8.6
Tax credit attributable to allocated 
investment return transferred (from)/to the long
term business technical account (1.8) 16.1 43.2
Tax credit attributable to balance on the 
long term business technical account (2.2) (3.2) 2.5

3.8 12.7 47.4
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notes to the financial statements (continued)

6. Earnings per share

30 June 30 June 31 December

2003 2002 2002

No. No. No.

Weighted average number of shares in issue 196,491,049 196,454,717 196,454,674
Diluted weighted average number of shares 196,491,049 196,454,717 196,454,674

£m £m £m

Loss after interest and tax attributable to 
ordinary shareholders (1.6) (42.2) (249.7)
Operating profit after tax attributable to 
ordinary shareholders 6.0 15.3 (82.1)
Exceptional items 4.3 – 87.4 
Tax on exceptional item – – (0.5)
Operating profit after tax attributable to 
ordinary shareholders (before exceptional items) 10.3 15.3 4.8 

Pence Pence Pence

Operating earnings per share 
(before exceptional items) - basic 5.2 7.8 2.4
Operating earnings per share - basic 3.1 7.8 (41.8)
Earnings per share - basic (0.8) (21.5) (127.1)
Earnings per share - diluted (0.8) (21.5) (127.1)
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7. Profit and loss account 

Other amounts Total profit &

Shareholders’ held within the Distributable loss account

retained capital long term fund reserves reserve

£m £m £m £m

At 1 January 2003 537.9 24.0 133.5 695.4
Retained loss for the period (6.0) (2.7) 7.1 (1.6)
Reserves transfer (4.3) 4.3 – –
At 30 June 2003 527.6 25.6 140.6 693.8
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supplementary information - achieved profits
group profit and loss account 

Six months Six months Year ended

ended ended 31 December

30 June 2003 30 June 2002 2002

£m £m £m

Long term business operating profit:
New business 7.1 5.8 17.2
In-force business 20.9 12.3 11.4

28.0 18.1 28.6
Longer term investment return on shareholders’ 
retained capital held within the long term business 14.4 29.4 51.3
General business operating profit 1.3 1.4 2.6
Longer term return on other investments 5.7 7.7 13.7
Other operating income and charges (5.1) (4.5) (10.5)
Operating profit before exceptional items 44.3 52.1 85.7
Exceptional items (4.3) – (87.4)
Operating profit/(loss) after exceptional items 40.0 52.1 (1.7)
Loss on disposal of Britannic Money (25.1) – –
Effect of changes in interest rates, investment
variance and other assumptions (27.6) (56.4) (190.6)
Short term fluctuations in investment return 10.6 (76.4) (214.1)
Change in the equalisation provision 0.3 0.1 0.4
Loss on ordinary activities before tax (1.8) (80.6) (406.0)
Tax on loss on ordinary activities:

Operating profit (10.8) (13.8) (19.3)
Other 13.2 32.6 92.0 

Profit/(loss) for the financial period 0.6 (61.8) (333.3)
Dividends – (36.4) (36.4)
Retained profit/(loss) for the financial period 0.6 (98.2) (369.7)

Pence Pence Pence

Operating earnings per share 
(before exceptional items) 17.1 19.5 33.5
Operating earnings per share 14.9 19.5 (10.7)
Earnings per share - basic 0.3 (31.5) (169.7)
Earnings per share - diluted 0.3 (31.5) (169.7)
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supplementary information - achieved profits
group balance sheet 

As at As at As at

30 June 30 June 31 December

2003 2002 2002

Notes £m £m £m

Intangible assets 167.5 193.4 171.8
Investments 11,731.8 13,051.0 11,288.1
Internally generated present value of 
in-force business 236.3 298.1 234.1
Other assets 1,192.8 658.3 1,512.2
Total assets 13,328.4 14,200.8 13,206.2
Other liabilities (603.9) (721.8) (597.7)
Total assets less other liabilities 12,724.5 13,479.0 12,608.5
Less:

Fund for future appropriations 9.3 77.1 25.8
Technical provisions 11,728.3 12,144.1 11,596.4

11,737.6 12,221.2 11,622.2
Net assets 986.9 1,257.8 986.3

Capital and reserves:
Called up share capital 9.8 9.8 9.8
Share premium account 21.7 21.7 21.7
Other reserves 25.3 25.3 25.3
Other shareholders’ reserves 930.1 1,201.0 929.5

Equity shareholders’ funds 3 986.9 1,257.8 986.3
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notes to the supplementary achieved profits basis results

1. Basis of preparation

The supplementary information has been prepared in accordance with the methodology
and basis of preparation set out in the supplementary information to the Group’s
financial statements for the year ended 31 December 2002, except for the treatment of
the acquisition expense overruns of Britannic Retirement Solutions. These have been
included within the new business profit for 2003 as the business is no longer in its 
start-up phase. Comparative figures have not been restated, where the expense overrun
was included within in-force business.

2. Principal Assumptions 

The principal assumptions underlying the achieved profits results were:

30 June 30 June 31 December

2003 2002 2002

% % %

Risk discount rate (after tax) 7.3 8.1 7.8
Future investment returns (pre tax):

Gilts 4.4 5.0 4.5
Ordinary shares 6.9 7.5 7.0
Property 6.9 7.5 7.0

Expense inflation 3.6 3.8 3.4

The risk discount rate is determined from the net equity return plus a risk margin. 
This risk margin has been reduced to 0.5% (30 June 2002: 1.0%, 31 December 2002:
1.0%) to reflect the reduced risks from the risk mitigation actions in the period, including
the better matching of assets and liabilities in the long term fund from substantial asset
reallocations.
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3. Equity shareholders’ funds

30 June 30 June 31 December

2003 2002 2002

£m £m £m

Present value of in-force 236.3 298.1 234.1
Shareholders’ retained capital 527.6 657.5 537.9
Other shareholders’ funds 223.0 302.2 214.3
Equity shareholders’ funds 986.9 1,257.8 986.3

4. Alternative assumptions

The principal assumptions that affect the achieved profit equity shareholders’ funds 
are the economic assumptions. The table below shows the sensitivity of the equity
shareholders’ funds as at 30 June 2003 to changes in the risk discount rate and future
investment returns. For each sensitivity, all other assumptions are left unchanged.

The sensitivity of changing the future investment return includes the impact on the
market value of fixed interest assets held by the policyholders’ and shareholders’ funds.

As published 1% lower 1% higher

£m £m £m

Risk discount rate 986.9 1,020.1 957.2
Future investment return 986.9 967.4 1,001.8
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business review

Six months Six months Year ended

ended ended 31 December

30 June 2003 30 June 2002 2002

£m £m £m

New business:
Britannic Asset Management
Institutional business

Pooled 50.7 59.9 117.7
Segregated - UK 16.7 3.0 5.3

- International – 94.8 94.8
67.4 157.7 217.8

Retail unit trusts and ISAs
IFA 47.3 64.2 100.1
Britannic Assurance 2.5 3.4 6.1
Partnerships 52.4 42.1 69.2

102.2 109.7 175.4

Britannic Assurance
Long term business:

Industrial branch - New annual premiums 0.2 0.2 0.5
Ordinary branch - New annual premiums 2.6 4.8 9.0

- New single premiums 31.9 41.9 83.6
Appropriate personal pensions 43.1 37.1 105.3

77.8 84.0 198.4

Britannic Retirement Solutions
Pension Annuities 174.2 157.8 362.2

Britannic Money
Mortgage business completions 383.0 357.0 762.0

Net premiums written:
Industrial branch 39.5 42.4 85.0 
Ordinary branch 352.1 344.3 268.9 
Unit linked 82.5 105.1 204.0 

474.1 491.8 557.9

General branch – 2.0 4.0

Policyholder bonuses 53.3 127.0 81.3

£bn £bn £bn

Funds under management 14.3 16.0 14.4
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independent review report

Introduction

We have been engaged by the
Company to review the financial
information set out on pages 12 to 19
prepared on a modified statutory basis
and the financial information set out on
pages 20 and 23 prepared on an
achieved profits basis and we have read
the other information contained in the
interim report and considered whether
it contains any apparent misstatements
or material inconsistencies with the
financial information.

This report is made solely to the 
company in accordance with the
terms of our engagement to assist the
company in meeting the requirements
of the Listing Rules of the Financial
Services Authority. Our review has
been undertaken so that we might
state to the company those matters we
are required to state to it in this report
and for no other purpose. To the fullest
extent permitted by law, we do not
accept or assume responsibility to 
anyone other than the company for
our review work, for this report, or for
the conclusions we have reached.

Directors’ responsibilities

The interim report, including the 
financial information contained 
therein, is the responsibility of, and
has been approved by, the directors.
The directors are responsible for
preparing the interim report in 
accordance with the Listing Rules
which require that the accounting
policies and presentation applied to
the interim figures should be consistent
with those applied in preparing the
preceding annual accounts except

where they are to be changed in the
next annual accounts in which case
any changes, and the reasons for them,
are to be disclosed.

Review work performed

We conducted our review in 
accordance with guidance contained
in Bulletin 1999/4: Review of interim
financial information issued by the
Auditing Practices Board for use in the
United Kingdom. A review consists
principally of making enquiries of
Group management and applying
analytical procedures to the financial
information and underlying financial
data and, based thereon, assessing
whether the accounting policies and
presentation have been consistently
applied unless otherwise disclosed. 
A review is substantially less in scope
than an audit performed in accordance
with Auditing Standards and therefore
provides a lower level of assurance
than an audit. Accordingly we do 
not express an audit opinion on the
financial information.

Review conclusion

On the basis of our review we are not
aware of any material modifications
that should be made to the financial
information as presented for the six
months ended 30 June 2003.

KPMG Audit Plc
Chartered Accountants
Registered Auditor
8 Salisbury Square
London EC4Y 8BB
2 September 2003

by KPMG Audit Plc to Britannic Group plc 
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