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Standard Life investments Limited

Directors' annual report
for the year ended 31 December 2012

The Directors present their report together with the financial statements of Standard Life Investments Limited (the
Company) for the year ended 31 December 2012.

Directors

The names of the current Directors of the Company are shown on page 1.

) Bradley was appointed as a Director on 6 March 2012. ] Bradley’s fegal name is ] Martin.
G Teasdale was appointed as a Director on 2 May 2012.

The Company's ultimate parent company, Standard Life plc, maintains directors' and officers' liability insurance
on behalf of its Directors and officers.

Principal activities

The principal activity of the Company is to provide investment management services to members of the Standard
Life Group, mutual funds, pension funds and other institutions.

Business review

The result for the year ended 31 December 2012 is a profit after tax of £87,229,000 (2011: £67,691,000). The
Directors consider the result to be satisfactory.

Future outlook
The Directors are confident of maintaining the performance in the future.
Dividends and distributions

The Directors recommended and paid a dividend of £96,000,000 in 2012 (2011: £93,000,000) to its parent
Company and distributed £2,667,000 (2011: £556,000) to Standard Life plc in respect of the Company’s Long
Term Incentive Plans as described in Note 1(q).

Key performance indicators (KPis)

The Directors of Standard Life Investments (MHoldings) Limited (SLIH), the Company's parent undertaking, manage
the operations of the Standard Life Investments (Holdings) Limited Group (the Group) on a divisional basis. The
Company's Directors therefore believe that an analysis using key performance indicators for the Company is not
necessary or appropriate for gaining an understanding of the development, performance or position of the
business of the Company. The KPIs of the Group can be found in the Group’s Annual Report and Financial
Statements.

Principal risks and uncertalnties
The management of the business and the execution of the Company's strategy are subject to a number of risks.

The main business risks to which the Company is exposed, and its financial risk management objectives and
policies, are considered in Note 22 to this report and financial statements. Other key business risks include the
development and retention of key employees as well as competition from other providers of investment
management services.

Employees

The Company’s policy is to recruit, develop and employ staff on the basis of the suitability of their qualifications
and experience to the work performed, regardless of ethnic origin, religion, sex, marital status or disability. Full
consideration is given to continuing the employment of staff who become disabled and to provide training and
career development opportunities to disabled employees.

The Company keeps staff informed of progress and policies through line management channels, training courses,
conferences and an internal communication programme, which consists of various in-house publications and
briefing seminars with staff.

The Company carries out reqular employee surveys to measure employee engagement and uses the results to
develop action plans. Employees are also represented through partnership agreements with staff associations and
there are Employee Share Plans and Sharesave plans in place as discussed in Note 25. There are also regular
feedback sessions given within the Company at a department level to raise awareness of the Company's
performance and the financial and economic factors that affect this.




Standard Life Investments Limited

Directors' annuat report (continued)
for the year ended 31 December 2012

Charitable and political donations

The Company made no charitable donations during the year (2011: £nil). The Company did not make any
donations to any political party, organisation or election candidate, or incur any political expenditure.

Creditor payment policy

it is the Company’s policy to negotiate payment terms with principal suppliers and to pay in accordance with the
terms agreed. For other suppliers, where goods and services have been supplied to specification, payment is
made in accordance with the terms offered by the supplier. There was an average 28 days taken to make
payment for services provided in 2012 (2011: 28 days).

Annual general meeting

There was no annual general meeting held in the year, as permitted by the Companies Act 2006.
Independent Auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office.
Disclosure of information to auditors

So far as each Director is aware, there is no relevant audit information {that is, information needed by the
Company's auditors in connection with preparing their report) of which the Company’s auditors are unaware.

Each of the Directors has taken all the steps that they ought to have taken as Directors in order to make
themselves aware of any relevant audit information and to establish that the Company's auditors are aware of
that information.

By order of the Board of Directors

D ) Burns, Company Secretary
Edinburgh, 28 February 2013




Standard Life Investments Limited

Statement of Directors’ responsibilities for preparing the financial statements for the
year ended 31 December 2012

The following staternent, which should be read in conjunction with the statement of auditors’ responsibilities
included in the independent auditors' report, is made to help shareholders distinguish the respective
responsibilities of the Directors and the auditors in relation to the financial statements for 2012,

The Directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

Company law reguires the Directors to prepare financial statements for each financial year. Under that law the
Directors have prepared the Company’s financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union. The financial statements of the Standard Life Group must
be prepared in accordance with IFRSs issued by the International Accounting Standards Board, as adopted for use
in the European Union, the Companies Act 2006 and Article 4 of the IAS Regulation. The Directors have elected
to prepare the Company's financial statements on the same basis.

Under company law the Directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period. In preparing these financial statements, the Directors are required to:

e select suitable accounting policies and then apply them consistently;
* make judgements and accounting estimates that are reasonable and prudent;

*  state whether applicable IFRSs as adopted by the European Union and IFRSs issued by the IASB, have
been followed, subject to any material departures disclosed and explained in the financial statements;

«  prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also

responsible for safequarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other irreqularities.




Standard Life Investments Limited

Income statement
for the year ended 31 December 2012

Revenue

Management fee income
Other operating incorne
Total revenue

Fee and commission expense
Net revenue

Operating expenses
Administrative expenses

Total operating expenses
Operating profit

Finance income

Finance costs

Restructuring and corporate transaction expenses
Net foreign exchange loss

Profit before tax

Tax expense
Profit for the year

The notes on pages 10 to 3% form part of these financial statements.

2012 2011
Note £000 £000
318,333 265,266
3 44,760 43,51
363,093 308,777
(9,262) (8,198)
353,831 300,579
(246,102) (215,669)
(246,102) (215,669)
5 107,729 84,910
'3 98 6
7 (31) (56)
8 (3,148) (2,454)
(358) (328)
104,290 82,078
9 (17,861 (14,387)
87,229 67,691




Standard Life Investments Limited

Consolidated statement of comprehensive income
for the year ended 31 December 2012

2012 2011

Note £'000 £'000
Profit for the year 87,229 67,691
Other comprehensive income
Tax taken to equity 19 4,587 -
Total other comprehenslve Income for the year 4,587 -
Total comprehensive Income for the year attributable to equity
holders of the parent 91,816 67,691

The notes on pages 10 to 392 form part of these financial statements.




Standard Life Investments Limited

Statement of financial position
as at 31 December 2012

Assets

Non-current assets
Intangible assets

Tax assets

Investment in subsidiaries
Investrnent in associate
Investment securities

Total non-current assets

Current assets

Tax assets

Investment securities

Trade and other receivables
Cash and cash equivalents
Total current assets

Total assets

Equity

Share capital

Retained earnings

Equity attributable to equity holders of the parent

Liabilitles

Non-current liabilities
Trade and other payables
Total non-current liabilitles

Current llabilities
Current tax liabilities
Trade and other payables
Total current liabilities

Total liabilities

Total equity and labilities

The notes on pages 10 to 39 form part of these financial statements.

Approved on behalf of the Board of Directors and authorised for issue on 28 February 2013 by the following

Director:

4

C R Walklin, Director

Registered in Scotland Number SC123321

Note

1
12
13
14
15

12
15
16
17

18
19

20

12
20

2012 201
£'000 £000
4,321 2,957
1,772 8,615
25,659 34,642
13,448 13,448
9,249 5,811
64,449 65,473
98 121
110,29 84,261
89,854 83,891
2,205 2,043
202,493 170,316
266,942 235,789
34,440 34,440
105,182 112,033
139,622 146,473
17,578 16,500
17,578 16,500
2,844 -
106,898 72,816
109,742 72,816
127,320 89,316
266,942 235,789




Standard Life Investments Limited

Statement of changes In equity
for the year ended 31 December 2012

Total equity
attributable to
Retained equity holders
Note Share capital earnings of the parent
£'000 £000 £'000
Balance at 1 January 2011 34,440 137,898 172,338
Comprehenstve Income
Profit for the year - 67,691 67,691
Total comprehensive Incotne for the year - 67,691 67,691
Transactlons with owners
Dividends paid and distributions to equity
holders 10 - (93,556) (93,556)
Balance at 31 December 2011 34,440 112,033 146,473
Balance at 1 January 2012 34,440 112,633 146,473
Comprehensive income
Profit for the year - 87,229 87,229
Total comprehensive income for the year - 87,229 87,229
Other comprehensive income
Tax taken to equity 19 - 4,587 4,587
Total other comprehensive income for the year - 4,587 4,587
Transactions with owners
Dividends paid and distributions to equity
holders 10 - (58,667) (98,667)
Balance at 31 December 2012 34,440 105,182 139,622

The notes on pages 10 to 3% form part of these financial statements.




Standard Life Investments Limited

Statement of cash flows
for the year ended 31 December 2012

Profit before tax

Finance income classified as investing activity
Finance costs classifled as financing activity

Adjustments for:

Movement in fair value of investment securities

Purchase of investment securities

Proceeds from disposal of investment securities

Amortisation of intangible fixed assets

Impairment losses on investments in subsidiary undertakings
Dividends received from subsidiary undertakings classified as investing activity
Dividend received from associate classified as investing activity
Movement in operating assets and liabilities

Group relief movement included in operating assets and liabilities
Taxation and group relief paid

Net cash flows from operating actlvities

Cash flows from investing activitles

Purchase of investment in subsidiary undertakings

Praceeds from disposal of investment in subsidiary undertakings
Dividends received from subsidiary undertakings

Dividends received from associate

Additions to intangible assets

Finance income

Net cash flows from investing activities

Cash flows used In financing activitles
Dividends and distributions

Finance costs

Net cash flows used in financing activities

Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The notes on pages 10 to 39 form part of these financial statements.

Note

-3

n
13
10
10
n

13
13
10
10
n

17

2012 2011
£000 £000
104,290 82,078
(98) )
3 56
104,223 82,128
(1,371 (737
(342,250) {268,510)
314,148 318,050
568 .
1,474 2,280
{38,575) (31,356)
(4,067) (4,025)
29,157 (36,128)
{14,275) 1,51
1,51 1,337
50,543 64,550
(991) (4,576)
8,500 -
38,575 31,356
4,067 4,025
(1,932) (2,957)
98 6
48,317 27,854
(98,667) (93,556)
(31 (56)
(98,698) {93,612)
162 (1,208)
2,043 3,251
2,205 2,043




Standard Life Investments Limited

Notes to the financial statements
for the year ended 31 December 2012

1. Accounting policies
(a) Basls of preparation

(I} Statement of complilance

The financial statements of the Company have been prepared in accordance with International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) and interpretations
issued by the International Financial Reporting Interpretations Committee (IFRIC) as endorsed by the European
Commission for use in the European Union (EU) and those parts of the Companies Act 2006 applicable to
companies reporting under IFRS.

The financial statements have been prepared under the historical cost convention, as modified by the revaluation
of financial assets and liabilities, which includes derivatives, at fair value through profit or loss (FVTPL). The
financial statements have also been prepared cn a going concern basis.

The principal accounting policies set out below have been consistently applied to all financial reporting periods
presented in these financial statements, unless otherwise stated. Additional information has been included in the
financial statements for the current and prior year, resulting in some minor changes in comparison to the
presentation in the prior year.

All amounts classified as current are expected to be settled/recovered in less than 12 months unless otherwise
stated in the notes to these financial statements.

(if) New standards, interpretations and amendments to published standards that have been adopted by
the Company

The Company has adopted the following amendments to IFRSs, International Accounting Standards {IASs) and
interpretations which are effective from 1 January 2012 and management considers that the implementation of
these amendments and interpretations has had no significant impact on the Company’s financial statements:

Amendment to IFRS 7 Financial Instruments: Disclosures (effective for annual periods beginning
on or after 1 july 2011)

The amendment to IFRS 7 requires additional disclosures for financial instruments which are designed to allow
users of financial statements to improve their understanding of transfer transactions of financial assets. This
includes understanding the possible effects of any risks that may remain with the entity that transferred the
assets. The amendments also require additional disclosures if a disproportionate amount of transfer transactions
are undertaken around the end of a reporting period. The adoption of the amendment to IFRS 7 is not expected
to have a significant impact on the financial statements of the Company.

Amendment to IAS 12 Income Taxes {(effective for annual periods beginning on or after 1 January
2012)

IAS 12 requires an entity to measure the deferred tax relating to an asset depending on whether the entity
expects to recover the cartying amount of the asset through use or sale. This amendment to IAS 12 introduces a
presumption that the recovery of the carrying amount of an asset measured using the fair value model in IAS 40
Investment Property will, normally, be through sale. The adoption of the amendment to IAS 12 is not expected to
have a significant impact on the financial statements of the Company.

(ilf) Standards, interpretations and amendments to published standards that are not yet effective and
have not been early adopted by the Company

Certain new standards, amendments and interpretations to existing standards have been published that are
mandatory for the Company’s annual accounting periods beginning on or after 1 January 2013 or later periods.
The Company has not early adopted the standards, amendments and interpretations described below:

10




Standard Life Investments Limited

Notes to the financial statements (continued)
1. Accounting policies {(continued)

Amendment to IAS 1 Presentation of Financial Instruments (effective for annual periods
beginning on or after 1 July 2012)

The amendment to IAS 1 revises the way other comprehensive income (OCI) is presented. The key changes are as
follows:

s Requirement to group items presented in OCI according to whether they will subsequently be reclassified to
profit and loss

¢ Requirement to show separately the tax associated with itermns presented before tax in OCI for each
classification of OCl items

The adoption of the amendment to IAS 1 will change the presentation of the consclidated statement of
comprehensive income in the financial statements of the Group.

IFRS 10 Consolidated Financial Statements (effective for periods beginning on or after 1 January
2013)

IFRS 10 introduces a single consolidation model to be applied to all entities and replaces previous requirements
on control and consolidation in 1AS 27 Consolidated and Separate Financial Statements and SIC 12 Consclidation
— Special Purpose Entities. IFRS 10 defines control, determines how to identify if an investor controls an investee
and requires an investor to consolidate entities it controls under the new standard. IFRS 10 identifies three
elements which must be present for an investor to control an investee, which are as follows:

¢ Power over the investee

» Exposure, or rights, to variable returns from its involvement with the investee, and

» The ability to use that power over the investee to affect the amount of the returns.

The adoption of IFRS 10 is expected to have a significant impact on the financial statements of the Group.

IFRS 11 Joint Arrangements (effective for periods beginning on or after 1 January 2013)

IFRS 11 defines and establishes accounting principles for joint arrangements and replaces previous requirements
in IAS 31 Interests in Joint Ventures and SIC 13 Jointly Controlled Entities — Non-Monetary Contributions by
Venturers. The standard distinguishes between two types of joint arrangements - Joint Ventures and joint
Operations — based on how rights and obligations are shared by the parties to the arrangement. Joint operators
should recognise their share of the assets, liabilities, revenue and expenses of the interest in accordance with
applicable IFRSs. joint ventures should apply the equity method of accounting prescribed in IAS 28 (revised 2011)
Investments in Associates and Joint Ventures to account for their interest.

The adoption of IFRS 11 is not expected to have a significant impact on the financial statements of the Group.

IFRS 12 Disclosure of Interests In Other Entities (effective for periods beginning on or after 1
January 2013)

IFRS 12 is a single disclosure standard which applies to alt entities that have an interest in a subsidiary, a joint
arrangement, an associate or an unconsolidated structured entity. IFRS 12 requires entities to disclose information
to enable users of the financial statements to evaluate the nature, risks and financial effects associated with
interests in other entities. The required disclosures are grouped into the following main categories:

» Significant judgements and assumptions

¢ Interests in subsidiaries

¢ Interests in joint arrangements and associates

+ Interests in unconsolidated structured entities

IFRS 12 has not yet been endorsed by the EU. The adoption of IFRS 12 is expected to have a significant impact on
the financial statements of the Group.

Amendment to IAS 27 Separate Financial Statements (2011) {effective for periods beginning on or
after 1 January 2013)

IAS 27 is amended to remove the requirements for consolidated financial statements which are superseded by the
issue of IFRS 10,

"




Standard Life Investments Limited

Notes to the financial statements (continued)
1. Accounting policles (continued)

Amendment to IAS 28 Investments in Assoclates and Joint Ventures (2011) (effective for periods
beginning on or after 1 January 2013)

IAS 28 is amended to include Joint Ventures as well as associates. Joint Ventures are required to be equity
accounted following the issue of 1FRS 11.The amendment to IAS 28 is.not expected to have a significant impact
on the financial statements of the Company.

IFRS 10, IFRS 11, IFRS 12, Amendment to IAS 27 and Amendment te 1AS 28 must be adopted concurrently.

Annual improvements to IFRSs 2009-2011 Cycle (effective for annual periods beginning on or
after 1 January 2013)

The publication published in May 2012 amends five standards. The amendments have not yet been endorsed by
the EU.

IFRS 13 Fair Value Measurement {effective for annual periods beginning on or after 1 Januvary
2013)

IFRS 13 replaces the guidance on fair value measurement in existing IFRSs with a single standard. The standard
does not change requirements regarding which items should be measured at fair value but provides guidance on
how to determine fair value and enhances disclosures about fair value measurement.

Entities are required to make various quantitative and qualitative disclosures about fair value measurements and
their classification within the hierarchy. The adoption of IFRS 13 is expected to result in additional disclosures in
the financial statements of the Company.

Amendment to 1AS 19 Employee Benefits (effective for annual periods beginning on or after 1
January 2013)

IAS 19 amendment revises requirements for pensions and other post retirement benefits, termination benefits and
other employee benefits. The key changes which affect defined benefit plans are as follows:

» All actuarial gains and losses should be recognised immediately in CCl. Companies will no longer be able to
defer gains and losses under the corridor approach.

* The calculation of the finance cost through profit and loss has been revised.
« Enhanced disclosures surrounding the characteristics and risk profile of defined benefit plans are required.

Cther changes include changes to accounting for termination benefits and clarification of varicus miscellanecus
issues and other matters submitted to the IFRS Interpretations Committee. The adoption of the amendment to
IAS 19 is expected to have an impact on the measurement and presentation of defined benefit plans and related
balances in the Company’s financial statements. Additional disclosures will also be presented.

Amendment to IFRS 7 Financial Instruments: Disclosures (effective for annual periods beginning
on or after 1 January 2013)

This amendment to IFRS 7 enhances the disclosure requirements where financial assets and liabilities are offset on
the statement of financial position. The new requirements focus on enhancing quantitative disclosures about
recognised financial instruments that are offset. Additionally enhanced disclosures are required on financial
instruments subject to master netting of similar arrangements regardless of whether they are offset. The impact of
the adoption of the amendment to IFRS 7 on the financial statements of the Group is currently being reviewed by
management.

IFRS 2 Financial instruments (effective for annual periods beginning on or after 1 January 2015)
IFRS 9 will replace IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 allows only two
measurement categories for financial assets: amortised cost and fair value. All equity instruments are measured at
fair value. A debt instrument is measured at amortised cost only if it is held to collect contractual cash flows and
the cash flows represent principal and interest, otherwise it is measured at fair value through profit or loss
(FVTPL). For financial habilities designated as at FVTPL, changes in the fair value due 1o changes in the liability’s
credit risk are recognised directly in OCL. Financial liabilities that are neither held for trading nor elected to be
held at FYTPL are measured at amortised cost. Financiak liabilities that are held for trading are measured at FVTPL.

In December 2011 the JASB issued Mandatory Effective Date of IFRS 9 and Transition Disclosures, which amends
IFRS 2 to require application for annual periods beginning on or after 1 January 2015, rather than 1 fanuary 2013.
IFRS ¢ has not yet been endorsed by the EU.

12




Standard Life Investments Limited

Notes to the financial statements (continued)
1. Accounting policles (continued)

(b) Revenue recognition
(1) Managernent fee income

All fees and costs associated with the provision of investment management services are recognised, subject to
recoverability, as the services are provided. Front-end fees relating to investment management services are
deferred as a liability and recognised over the average period during which services are provided.

Performance fees are calculated with reference to performance benchmarks specified in the individual investment
management agreements. Revenues arising in respect of performance fee arrangements are recognised provided
that the outcome of such arrangements can be estimated reliably and it is probable that the economic benefits
associated with the transaction will flow to the Company.

(il} Other operating income
'Other operating income’ consists mainly of dividend income received from associate and subsidiary companies.

In the previous year it also includes net income received in respect of the transfer of management of certain
money market funds to an external provider.

The remaining balance includes realised and unrealised gains on founder shares, seeding and credit derivative
swaps, private equity fund distributions and income from the Seabury Asset Fund.

(<) Expense recognition

() Impairment of non-financlal assets

The carrying amounts of assets are reviewed at each statement of financial position date to determine whether
there is any indication of impairment. Where there is an indication of impairment, an impairment review is
performed and an impairment loss recognised in the income statement to the extent that the carrying amount
exceeds its recoverable amount.

The recoverable amount of an asset is the greater of its net selling price (fair value less costs to sell) and value in
use. In assessing value in use, any estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset, or the net assets value is used where appropriate. For an asset that does not generate largely independent
cash inflows, the recoverable amount is determined for the cash-generating unit, or group of units, to which the
asset belongs.

() Administrative expenses
‘Administrative expenses’ are recognised on an accruals basis.

(d) Foreign currency

Foreign currency transactions and fair values are translated using the exchange rates applying to the functional
currency, which is Sterling, prevailing at the dates of the transactions or at the date the fair value was
determined, with related foreign currency exchange qains or losses reflected in the income statement. Translation
differences on non-monetary items such as equities held at FVTPL, are reported as part of the fair value gain or
loss.

(e) Intangible assets

Intangible assets, including internally developed software and software purchased from third parties, are
recognised in the statement of financial position if it is probable that the relevant future economic benefits
attributable to the asset will flow to the Company and their cost can be measured reliably and are either
identified as separable (i.e. capable of being separated from the entity and sold, transferred, rented, or
exchanged} or they arise from contractual or other legal rights, regardless of whether those rights are transferable
or separable.

Intangible assets are carried at cost less accumulated amortisation and any accumulated impairment losses.
Amortisation is charged to the income statement on a straight-line basis over the estimated useful life of up to
five years of the intangible asset. Impairment losses are calculated and recorded on an individual basis in a
manner consistent with policy (¢} (i). Amortisation commences at the time from which an intangible asset
becomes available for use.

13




Standard Life Investments Limited

Notes to the financial statements (continued)

1. Accounting policies (continued)

{f) Income tax
(1) Current tax

The current tax expense is based on the taxable results for the year, using tax rates enacted or substantively
enacted at the statement of financial position date, including any adjustments in respect of prior years. Amounts
are charged or credited to the income statement or equity as appropriate.

(i) Deferred tax

Deferred tax is provided using the statement of financial position liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
Deferred tax assets are recognised to the extent that it is probable that future taxable results will be available
against which the temporary differences can be utilised. The amount of deferred tax provided is based on the
expected manner of realisation or settlement of the carrying amount of assets and liabilities.

Temporary differences arising from investments in subsidiaries give rise to deferred tax in the statement of
financial position only to the extent that it is probable that the temporary difference will reverse in the foresecable
future or the Company does not control the timing of the reversal of that difference. Deferred tax is provided on
unremitted earnings of subsidiaries to the extent that the temporary difference created is expected to reverse in
the foreseeable future.

Deferred tax is recognised in the income statement except when it relates to items recognised directly in the
statement of changes in equity in which case it is credited or charged directly to retained earnings through the
statement of changes in equity.

{g) Financial assets - designation

{l) Designation as fair value through profit or loss (FVTPL)

Financial assets are designated as FVTPL where the asset or liability is part of a group of assets that are evaluated
and managed on a fair value basis.

All investment securities and derivatives are designated as FVTPL.

(1) Loans and recelvables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. They are included in current assets, except for maturities greater than 12 months after the
statement of financial position date. These are classified as ‘Non-current assets’. The Company's loans and
receivables comprise "Trade and other receivables’ and 'Cash and cash equivalents’ in the statement of financial
position.

(h) Investments In subsidiaries

Subsidiaries are all entities over which the Company has the power to govern the financial and operating policies.
Such power, generally but not exclusively, accompanies a shareholding of more than one half of the voting
rights.

The Group uses the acquisiticn method of accounting for the value of subsidiaries. The cost of an acquisition is
measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the
date of exchange. Acquisition costs are expensed when incurred.

Where there is an indication of impairment, an impairment review is performed and an impairment loss
recognised in the income statement to the extent that the carrying amount exceeds its recoverable amount.

Dividend income received from subsidiaries is included as ‘Other operating income’ in the income statement.

(i) Investment In associate

Associates are entities over which the Company has significant influence but not control, generally accompanying
a shareholding of between 20% and 50% of the voting rights.

The Company uses the acquisition method of accounting for the value of associates. The cost of an acquisition is
measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the
date of exchange. Acquisition costs are expensed when incurred.

Where there is an indication of impairment, an impairment review is performed and an impairment loss
recognised in the income statement to the extent that the carrying amount exceeds its recoverable amount.

Dividend income received from the associate is included as ‘Other operating income’ in the income statement.

14




Standard Life Investments Limited

Notes to the financial statements (continued)

1. Accounting policies (continued)

(j) Investment securities and derivatives

Management determines the classification of investment securities and derivatives at initial recognition. The
Company recognises investment securities at fair value on the trade date of the transaction. Directly attributable
transaction costs are not included in the initial measurement value but are recognised in the income statement.
All derivatives are held at fair value and changes in fair value are recorded in the income statement.

Fair values are based upon the current quoted bid price where an active market exists. Where a quoted price in
an active market cannot be obtained, an appropriate market consistent valuation technigue (for example
discounted cash flows and recent market transactions) is used to determine fair value.

(k) Trade and other recelvables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost, less
a provision for impairment where this is deemed necessary. A provision for impairment of trade receivables is
established when there is objective evidence that the Company will not be able to collect all amounts due
according to the original terms of the receivables. Significant financial difficulties of the debtor, probability that
the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than
30 days overdue} may be considered indicators that the trade receivable is impaired.

The amount of any provision is the difference between the asset's carrying amount and its estimated realisable
value. The carrying amount of the asset is reduced through the use of an allowance account, and the amount of
the loss is recognised in the income statement within ‘Administrative expenses’. When a trade receivable is
uncollectible, it is written off against “Trade and other receivables’. Subsequent recoveries of amounts previously
written off are credited against ‘Administrative expenses’ in the income statement.

{I) Cash and cash equivalents

‘Cash and cash equivalents’ include cash in hand, deposits held at cail with banks and any highly liquid
investments with less than three months to maturity from the date of acquisition. ‘Cash and cash equivalents’ are
categorised for measurement purposes as loans and receivables and are therefore measured at amortised cost.

{m) Share capital

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all
of its liabilities. Shares are classified as equity instruments when there is no contractual obligation te deliver cash
or other assets to another entity on terms that may be unfavourable. The difference between the proceeds
received on issue of the shares and the nominal value of the shares issued is recorded in the share premium
account. Incremental costs directly attributable to the issue of new equity instruments are shown in the share
premium account as a deduction from the proceeds, net of tax. Incremental costs directly attributable to the issue
of equity instruments in a business combination are included in the cost of acquisition.

{n) Trade and other payables

Trade and other payables are recognised at their initial fair value and subsequently measured at amortised cost.

(o) Leases

Leases, where a significant portion of the risks and rewards of ownership are retained by the lessor, are classified
as operating leases. Payments made as lessees under operating leases (net of any incentives received from the
lessor) are charged to the income statement on a straight-line basis over the period of the lease.

There are no material finance leases affecting the Company as either lessor or lessee.

(p) Pension costs and other post retirement benefits

Standard Life plc and its subsidiaries (Standard Life Group) operates a number of defined benefit and defined
contribution plans, the assets of which are held in separate trustee-administered funds. The pension plans are
funded by payments from employees and by the Standard Life Group of companies, determined by periodic
actuarial calculations.

The Company is unable to identify its share of the underlying assets and liabilities in the defined benefit schemes
on a consistent and reasonable basis, therefore it treats these schemes as defined contnbution schemes.
Consequently the costs of these schemes and the defined contribution schemes represent the contributions
payable for the accounting period.

For the defined contribution scheme, the Company pays contributions to separately administered pension
insurance schemes. The contributions are recognised in staff expenses when they are due.
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Standard Life Investments Limited

Notes to the financial statements (continued)

1. Accounting policies (continued)

(q) Dividends and distributions

Dividends are recognised directly in equity in the Company's financial statements in the period in which they are
paid.

Distributions relate to the additional charge payable to Standard Life plc as a result of dividend shares on Long
Term Incentive Plans, as set out in Note 25. Distributions are recognised directly in equity in the Company’s
financial statements in the period in which the awards, to which they relate, vest.

(r) Employee cash-based long term Incentive payments

The Standard Life Group operates cash based long term incentive plans for certain senior employees. These are
accounted for under IAS 19 'Employee Benefits' and are remeasured at fair value at each reporting date and at the
settlement date, with any difference in value taken to the income statement.

(s) Employee share-based payments

Standard Life Group operates share incentive plans for all employees, share-based Long Term Incentive Plans for
senior employees and may award annual performance shares to all eligible employees when targets for each
scheme are met. The schemes are all in respect of Standard Life plc shares and further details are set out in Note
25. The majority of schemes are treated as equity-settled share-based payment schemes under IFRS 2 Share-based
payment.

For equity-settled share-based payment employee transactions, the services received as compensation are
measured at their fair value. This fair value is measured by reference to the fair value of the equity instruments
granted. The fair value of those equity instruments is measured at the grant date, which is the date that the
Standard Life Group and the employees have a shared understanding of the terms and conditions of the award. If
that award is subject to an approval process then the grant date is the date when that approval is obtained. The
charge in respect of the services received by the Company from its employees is recharged to the Company by
Standard Life Group.

If the equity instruments granted vest immediately, the employees become unconditionally entitled to those
equity instruments. Therefore, the Company recognises immediately the full charge in the income statement with
a corresponding amount due to Standard Life Group.

If the equity instruments do not vest until the employee has fulfilled specified vesting conditions, the Company
presumes that the services to be rendered by the employee as consideration for those equity instruments will be
received in the future, during the period of those vesting conditions (vesting period). Therefore, the Company
recognises the charge in respect of those services as they are rendered during the vesting period with a
corresponding amount due to Standard Life Group.

(t) Offset of financial assets and liabilities

Financial assets and liabilities are offset and the net amount reported in the statement of financial pesition only
when there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a
net basis, or to realise the asset and settle the liability simultanecusly.

2. Key estimates and judgements

The preparation of financial statements, in conformity with IFRS, may require the use of estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenses during the reporting period.

Key judgements made in selecting accounting policies and critical accounting estimates

In the process of applying the Company's accounting policies, management has used its judgement and made
estimates and assumptions in determining the amounts recognised in the financial statements. These estimates
and assumptions can affect the reported amounts of assets and liabilities at the date of the financial statements
and the reported amounts of revenue and expenses during the reported period. Although these estimates are
based on management's best knowledge of the amount, event or actions, results ultimately may differ from these
estimates. The most significant areas where judgements and estimates are made are set out below:

(i} Long Term Incentive Plans

The key judgement in respect of Standard Life Group’s Long Term Incentive Plan is in relation to the number of
awards the Directors expect to vest at each individual vesting date or the cash amount payable at each reperting
date. This judgement is arrived at using a number of factors including expectations of the Group’s future
cumulative pre-variable compensation Earnings Before Interest and Taxation (EBIT) from third party assets under
management.
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Standard Life Investments Limited

Notes to the financial statements (continued)
2. Key estimates and judgements (continued)

(i) impairment assumptions

The Company conducts annual impairment tests on its intangible assets and on the carrying value of the
associate and subsidiaries. The recoverable amount is determined from the net realisable value or from value-in-
use calculations. The key assumptions in the value-in-use calculations reflect managernent’s expectations of the
intangible assets and the medium-term operating performance of the associate and subsidiaries and growth
prospects in the associate’s and subsidiaries markets.

(ili) Fair value calculations

Fair value is defined as the value at which assets, liabilities or positions could be closed out or sold in a transaction
with a willing and knowledgeable counterparty. Where quoted market prices are not available, fair value is based
upon cash flow models which use, wherever possible, independently sourced market parameters such as interest
rate yield curves and option volatilities. Other factors are also considered, such as counterparty credit quality and
liquidity. Management must use judgement and estimates where not all necessary data can be externally sourced
or where factors specific to the Company's holdings need to be considered. The accuracy of the fair value
calcutations wou!d therefore be affected by unexpected market movements, inaccuracies within the models used
compared to actual outcomes and incorrect assumptions.

3. Other operating income

2012 2011
£000 £000
Income from shares in Group undertakings 42,641 35,381
Gains on disposal of money market mandates - 6,838
Net unrealised gains on founder shares and seed capital 1,034 il4
Cains on finandal instruments carried at FYTPL 532 761
Cther 553 417
Total other operating income 44,760 43,511
4. staff and other employee related costs
2012 2011
£000 £000
The aggregate remuneration payable in respect of employees was:
Wages and salaries 89,627 80,352
Social security costs 14,311 12,484
Pension costs 9,062 6,138
Cash based long term incentive plans 3,224 -
Share based payment expenses 11,842 15,381
Other 3,843 4,067
Total staff and other employee related costs 131,909 118,422

The average number of staff of the Company during the year was 822 (2011: 782). The staff split by activity is as
follows:

2012 2011

Fund management 257 233
Clobal client group 173 163
Operations and change 320 320
Executive office, finance and risk 72 66
822 782

Details of Directors’ remuneration for services to the Company are contained in Note 23, ‘Related party
transactions’.
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Standard Life Investments Limited

Notes to the financial statements (continued)

5. Operating profit

The following have been included in arriving at operating profit:

Staff and other employee related costs (Note 4)
Operating lease rentals

Fees payable to the Company's auditors for the audit of the Company financial statements
Fees payable to the Company's auditors pursuant to legislation:

Cther services pursuant to legislation

Other assurance services

Tax services
Total payable to the Company's auditors

6. Finance income
Interest income consists primarity of income received from banks.

7. Finance costs

Finance costs consist of overdraft interest and interest claims.

8. Restructuring and corporate transaction expenses

2012 2011
£000 £000
131,909 118,422
137 169

23 P

13 14

29 EY)

5 11

70 B8

Restructuring costs of £3,148,000 (2011: £2,454,000} relate to expenses incurred by the Company during the

process of restructuring operations.

9. Tax expense

{a) Analysis of the tax charge for the year:

Current tax

United Kingdom corporation tax

Adjustment to tax expense in respect of prior years
Overseas tax

Total current tax

Deferred tax

Defetred tax charge arising in the current year {note 12(b})
Total deferred tax

Total tax expense

2012 2011
£000 £000
15,429 4,057

1,063 (5,615)
34 39
16,526 (1,519)
535 15,906
535 15,906
17,061 14,387

In the prior year the current tax charge was reduced by the effect of historic tax losses brought forward. Those

losses were fully utilised and there are no remaining losses offset against taxable profits in the current year.
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Standard Life Investments Limited

Notes to the financial statements (continued)

9. Tax expense (continued)

(b) Reconciliation of tax expense :

2012 2011

£'000 £'000
Profit before tax 104,290 82,078
Tax at UK corporation tax rate of 24.5% (2011: 26.5%) 25,551 21,751
Effects of:
Income not taxable (10,447} (9,376}
Disallowable expenses 435 549
Transfer pricing (146) (31)
Prior year adjustments in respect of current tax 1,063 206
Prior year adjustments in respect of deferred tax (829) -
Impairment of subsidiaries 361 604
Changes in deferred tax rate Nz 1,706
Share of profits from controlled foreign companies 145 136
Other 11 (1,158)
Total tax expense 17,061 14,387

From 7 April 2012 the main rate of UK corporation tax has decreased from 26% to 24%. Accordingly, this results

in an average current tax rate of 24.5% for the year.

10. Dividends and distributions

2012 2011
£000 £'000
Dividends paid to parent urdertaking 96,000 93,000
Distributions made to ultimate parent undertaking 2,667 556
Total dividends and disttibutions 98,667 93,556
Dividends received from subsidiary undertakings 38,575 3,356
Dividend received from associate 4,067 4,025
42,642 35,381
2012 2011
pence per pence per
share share
Dividends paid to parent undertaking 278.7 270.0
11. intangible assets
2012 2011
£'000 £'000
At 1 jJanuvary 2,957
Additions 1,932 2,957
Amortisation {568) -
At 31 December 4,321 2,957

Intangible assets are carried at cost less accumulated amortisation and any accumulated impairment losses.

Amortisation is charged to ‘Administrative expenses’ on a straight-line basis aver the estimated useful life of up to

five years of the intangible asset.

Impairment losses are calculated and recorded on an individual basis in a manner consistent with Note 1 (c) (i).

There has been no impairment recorded in the year (2011 nil).
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Standard Life Investments Limited

Notes to the financlal statements (continued)

12. Tax assets and liabilities
{a) Tax assets and liabilities

2012 2011
£000 £000
Current tax recoverable 98 121
Deferred tax assets (see (b} below) 11,772 8,615
Total tax assets 11,870 8,736
Current tax labilities 2,844 -
Total tax Habilities 2,844 -
(b) Recognised deferred tax
2012 201%
£000 £'000

Deferred tax assets comprise:

Employee benefits 12,045 8,622
Legal & marketing pravision 150 250
Gross deferred tax assets 12,195 8,872
Less: offset of deferred tax liabilities (423) (257)
Net deferred tax assets 1,772 8,615
Deferred tax liabilities comprise:

Unrealised gain on investment securities (423) 257
Gross deferred tax Habilities (423) 257
Less: offset against deferred tax assets 423 (257)
Net deferred tax Babilities - -
Movements in net deferred tax assets comprise:

At 1 January 8,615 24,521
Amounts charged to the income statemnent {(note 9(a)) (535) (15,906)

Deferred tax taken to equity 3,692 -
At 31 December 1M,772 8,615

Deferred tax balances have been measured at 23% (2011: 25%), this being the tax rate substantively enacted at
the statement of financial position date.

13. Investments in subsidiaries

2012 2011

£'000 £'000
At 1 January 34 642 32,346
Additional investment 991 4,576
Disposals (8,500) -
tmpairment losses recognised (1,474) (2,280)
At 31 December 25,659 34,642

Impairment losses recegnised during 2012 consist of £58,000 (2011: £777,000) relating to Standard Life
Investments (Asia) Limited, £437,000 (2011: £1,383,000) relating to Standard Life Investments (USA} Limited,
£nil (2011: £120,000) relating to Standard Life Investments (Hong Kong) Limited and £979,000 (2011: £nil)
relating to Standard Life tnvestments (France} Limited. The carrying values of the investments have been impaired
to their recoverable amount. The recoverable amount of Standard Life Investments (Asia) Limited is deemed to be
£208,000 (2011: £266,000), Standard Life Investments (USA) is deemed to be £1,242,000 (2011: £1,679,000),
Standard Life Investments (Hong Kong} Limited is deemed to be £2,200,000 (2011: £2,200,000) and Standard
Life Investments (France) is deemed to be £225,000 (2011: £213,000).

Impairment losses are recognised within ‘Administrative expenses’.

Disposals in the year relate to the redemption of preference shares in Standard Life Investments (Corporate
Funds} Limited, Standard Life Investments (Mutual Funds} Limited and SLTM Limited.
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Standard Life Investments Limited

Notes to the financial statements (continued)

13. Investments In subsidlaries (continued)

The following are particulars of the Company's subsidiary undertakings:

21

Country of

registration/

Name Incorporation
Standard Life Investments (Mutual Funds) Limited * Scotland
SLTM Limited * Scotland
Standard Life fnvestments (Corporate Funds) Limited * Scotland
Standard Life Investments (Private Equity) Limited * Scotland
SL Capital Partners LLP + Scotland
Standard Life Investments (Asia) Limited * Scotland
Standard Life Investments (USA) Limited * Scotland
Standard tife Investments (Hong Kong) Limited * Hong Kong
Standard Life Investments (Jersey) Limited * Jersey
Standard Life Investments (France) * France
5L Capital Partners (US) Limited + Scotland
SLCP (Holdings) Limited + Scotland
Standard Life Investments Inc. * Canada
4384831 Canada Inc. - Canada
SLI (Real Estate) Inc. - Canada
Standard Life Investments (General Partner EPGF) Limited * Scotland
SLI (GP UK Shopping Centre Feeder Fund LP} timited * Scotland
Standard Life tnvestments (GP UK PDF) Limited * Scotland
Standard Life Investments (GP PDFI) Limited * Scotland
5L} (General Partner GARS) Limited * Scotland
SLCP {General Partner ESP 2006) Limited + Scotland
SLCP (General Partner ESP 2008) Limited + Scotland
SLCP (General Partner ESP 2008 Coinvestment) Limited + Scotland
SLCP (General Partner ESP CAL) Limited + Scatiand

Share class
Ordinary

Ordinary

Ordinary

Crdinary
Ordinary
Ordinary
Ordinary &
Redeemable
Preference

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary

Ondinary

% owned
100

100

100

100

60

100

100

100

100

100

60

60

100

100

100

100

100

100

100

100

60

60

60

Nature of
business
Collective

investment

products
management
Collective
investment
products
management

Investment

management

Investment
management
Investment
management
Investment
management
Investment
management

Investment
management
Property
investment
management

!nvestment
management

Equity research
and marketing
services
Holding
Company
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
investment
management
Investment
management
Investment
management
Investment
management




Standard Life Investments Limited

Notes to the financial statements (continued)

13. Investments in subsidiaries (continued)

Name
SLCP (General Partner NASP 20056) Limited +

SLCP (General Partner NASP 2008) Limited +

SLCP (General Partner) Limited +

SLCP (General Partner I} Limited +

SLCP (General Partner ESP 2004) Limited +

SLCP (General Partner CPP) Limited +

SLCP (General Partner Edcastle) Limited +

SLCP (General Partner Tidalreach) Limited +

SLCP (General Partner ESF Iy Limited +

SLCP (General Partner NASF I} Limited +

SLCP (General Partner USA) Limited +

SLCP (General Partner Europe Vi) Limited +

Castlepoint GP Limited *

Castlepoint Nominee *

SU UK Shopping Centre Feeder Fund Company Limited *
Standard Life Investments Securities LLC ~

Standard Life Investments (Trustees No 1 UK PDF) Limited *
Standard Life Investments (Trustees Ne 2 UK PDF) Limited *
Standard Life Investments (Trustees No 3 UK PDF) Limited *
Standard tife Investments (Trustees No 4 UK PCF) Limited *
Standard Life Investments (Trustees No 5 UK PDF) Limited *
Standard Life Investments (Trustees No 6 UK PDF) Limited *
Standard Life Investments (Trustees No 7 UK PDF) Limited *
Standard Life Investments (Trustees No 8 UK PDF) Limited *

Standard Life Investments (Trustees No 9 UK PDF) Limited *

Country of

registration/
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incorporation

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

us

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Scotland

Share class
Ordinary

Ordinary
Crdinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary

Ordinary

% owned
60

60

60

60

60

60

60

60

60

60

60

60

100

100

100

100

100

100

100

100

100

100

100

100

100

Nature of
business
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
management
Investment
managemeant
Investment
management




Standard Life Investments Limited

Notes to the financial statements (continued)

13. Investments in subsidlaries (continued)

Country of Nature of

Name registration/ Share class % owned business
Standard Life Investments (Trustees No 10 UK PDF) Limited * Scotland Ordinary 100 Investment
management

Standard Life Investments (Trustees No 11 UX PDF) Limited * Scotland Ordinary 100 Investment
management

Standard Life Investments (Trustees No 12 UK PDF) Limited * Scotland Ordinary 100 Investment
management

* Subsidiary undertaking of Standard Life Imvestments Limited

+ Subsidiary undertaking of Standard Life Investments Private Equity Limited

- Subsidiary ing of Lde Inc

- Subsidiary undertaking of Standard Life irvestrents (USA) Limited

All of the companies are unlisted and have a financial year end date of 31 December, with the exception of
Standard Life Investments (Jersey) Limited, which has a financial year end date of 31 March.

14. Investment In assoclate

The Company has an associate, HDFC Asset Management Company Limited (HDFC AMC), an investment
management company incorporated in India. The Company holds a 40% (2011: 40%) interest in the equity
share capital of HDFC AMC. The Company has significant influence in the associate. HDFC AMC has a financial
year end date of 31 March.

The Company’s investment in the associate is as follows:

2012 2011
£000 £'000
Cost at 1 January and 31 December 13,448 13,448
15. Investment securities
Investment securities comprise of the following listed and unlisted instruments:
2012 2011
£'000 £'000
Equity securities - listed 114 57
Equity securities - unlisted 69,338 90,015
Debt securities - listed 50,093 -
119,545 90,072
Non-current 9,249 5,811
Current 110,296 84,261
119,545 90,072

Listed equity securities consist of amounts in regulated collective investment schemes.

Unlisted equity securities consist primarily of capital invested into limited partnerships and regulated collective
investment schemes.

Listed debt securities consist of amounts held in certificates of deposit.

16. Trade and other recelvables

2012 2011

£000 £000
Amounts owed by subsidiary undertakings 62,635 59,220
Amounts owed by Standard Life Group undertakings 16,730 13,457
Amount owed by parent undertaking - 1,761
Prepayments and accrued income 9,549 7,198
Cther 980 2,255
Total trade and other recelvables 89,894 83,891
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Standard Life Investments Limited

Notes to the financial statements (continued)

16. Trade and other recelvables {continued)

All of the financial assets above are non-interest bearing. Note 22 to these financial statements provides an
analysis of the credit and foreign currency risks from the financial assets noted above.

17. Cash and cash equivalents

012 2011

£000 £'000

Cashat bark and in hand 213D 1,969
Short term bank deposits 75 74
Total cash and cash equivalents 2,205 2,043

Cash at bank and in hand and deposits are subject to variable interest rates.

All of the ‘Cash and cash equivalents’ balances at the statement of financial position date were held with
counterparties rated (Standard & Poor’s) A or above (2011: A or above),

18. Share capital

Authorised
2012 2011
No. £'000 No. £'000
Ordinary Shares of £1 each 100,000,000 100,000 100,000,000 100,000
Allotted, Called Up and Fully Paid
2012 2011
No. £'000 No. £'000
Ordinary Shares of £1 each 34,440,000 34,440 34,440,000 34,440
19. Retained earnings
2012 2011
£000 £'000
At 1 January 112,033 137,898
Profit for the year attributable to equity holders 87,229 67,691
Dividends and distributions (98,667) (93,556)
Tax taken to equity 4,587 -
At 31 December 105,182 112,033
20. Trade and other payables
2012 2011
£000 £'000
Accruats & deferred income 74917 61,810
Amounts owed to Standard Life Group undertakings 43,013 21,205
Amounts owed to subsidiary undertakings 2,429 1,637
Other 4117 4,664
Total trade and other payables 124,476 89,316
Presented as:
Non-current 17,578 16,500
Current 106,898 72,816
Total trade and other payables 124,476 89,316

All trade and ather payables, with the exception of certain accruals, are expected to be settled within 12 months.
All of the financial liabilities listed above are non-interest bearing.
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Standard Life Investments Limited

Notes te the financial statements (continued)

21. Movement in operating assets and liabilities

2012 2011
£000 £000
Movement In operating assets:
Trade and cther receivables (6,003) {56,435)
(6,003) (56,435)
Movement In operating labilities:
Trade and other payables 35,160 20,307
35,160 20,307
Movement in operating assets and Habilities D57 (36,128)

22, Financial risk management
(a) Standard Life Group approach to risk management

Standard Life plc, the ultimate parent of the Company, has established an Enterprise Risk Management (ERM)
Framewaork to provide the basis for ensuring that risks inherent in the design and execution of Standard Life
Group strategy are managed in line with its expectations.

{b) standard Life Investments (Holdings) Limited and Its subsidiaries (the Group) approach to risk
and capital management

The Company operates within the governance structure of the Standard Life Group. The Group has its own
established governance framework, with clear terms of reference for the Group Board (the Board) and risk
committees and a clear organisaticn structure, with documented, delegated authorities and responsibilities.

The Group takes and manages risks to achieve its corporate, financial and regulatory objectives. The types of risk
inherent in the pursuit of these objectives and the extent of exposure to these risks form the Group’s risk profile,
The Group Board has approved a risk policy which cutlines the framework for identifying, assessing, monitoring
and controlling risk.

Capital is managed within the regulatory framework in which the Group operates. This makes use of an Internal
Capital Adequacy Assessment Process (ICAAP), approved by the Board, to identify the risks to which the business
is exposed and to quantify their impact on economic capital, including changes thereto by way of stress and
scenario tests. The ICAAP estimates how much capital is needed to mitigate the risk of insclvency to a selected
remote level of risk. The Group is required at all times to maintain at least this level of capital. While the Company
does not have its own ICAAP it is a part of the Group ICAAP. The Group's calculation thereof is subject to review
by the FSA who also monitor compliance by way of quarterly and annual submissions made by the Group and
periodic visits.

The ICAAP is subject to high level quarterly review within the Group, with detailed annual review and approval by
the Board. The potential impact of any significant risks identified outwith these timescales would be subject to
immediate review.




Standard Life Investments Limited

Notes to the financial statements (continued)

22. Financial risk management (continued)

(<) The management of financlal and nen-financial risks

The following tables reconcile the classes of financial instruments used for the risk management analysis to
staternent of financial position line items.

(i) Statement of financlal position reconcillation

2012
Financial assets
Loans and Non-financial

FVTPL recelvables assets Total
£'000 £000 £'000 £'000
Intangible assets - - 4321 4,321
Investments in subsidiaries - - 25,659 25,659
Tax assets - - 11,870 11,870
Investment in associate ’ - - 13,448 13,448
Investment securities 119,545 - - 119,545
Trade and other receivables - 88,893 1,007 89,894
Cash and cash equivalents - 2,205 - 2,205
Total assets 119,545 91,098 56,299 266,942

2011

Financlal assets

Loans and Non-financlal

FVTPL recelvables assets Total
£'000 £'000 £'000 £'000
Intangible assets - - 2,957 2,957
Investments in subsidiares - - 34,642 34,642
Tax assets - - 8,736 8,736
Investment in associate - - 13,448 13,448
Investment securities 90,072 - - 90,072
Trade and other receivables - 82,776 1,115 83,821
Cash and cash equivalents - 2,043 - 2,043
Total assets 90,072 84,819 60,898 235,789
2012
Financlal liabilities
Other

financial Non-financial
liabilitles Habilitles Total
£'000 £'000 £'000
Current tax liabilities - 2,844 2,844
Trade and other payables 124,476 - 124,476
Total liabllities 124,476 2,844 127,320

2011
Financial liabilitles
Other

financial Non-financial
FVTPL llabllitles liabilitles Total
£'000 £'000 £'000 £'000
Trade and other payables - 89,316 - 89,316
Total llabilitles - 89,316 - 89,316
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Standard Life Investments Limited

Notes to the financial statements (continued)

22. Financial risk management (continued)

(i) Fair value of assets and liabilities

All financial assets and that are held as FVTPL are carried at their fair value which is stated in the table above. All
assets listed as FVTPL are classified as designated on initial recognition. Due to the short term nature of current
financial assets and current financial liabilities the amortised cost is approximate to the fair value.

The accounting standards define fair value hierarchy levels which describe the nature of an instrument’s fair value
measurement as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

The following table classifies the financial instruments held at FVTPL into one of the above three levels:

2012
Level 1 Level 2 Level 3 Total
Assets £000 £'000 £000 £'000
Investment securities 114 110,297 9,134 119,545
14 110,297 9,134 119,545

2011
Level 1 Level 2 Level 3 Total
Assets £000 £'000 £000 £'000
Investment securities 57 84,261 5,754 90,072
57 84,261 5,754 90,072

Equity instrurments listed on a recognised exchange are valued using prices sourced from the primary exchange
on which they are listed. These instruments are generally considered to be quoted in an active market, and are
therefore treated as level 1 instruments within the fair value hierarchy.

Level 2 securities consist of unlisted investments in the Seabury Assets Fund and amounts held in certificates of
deposit. These investments are valued using prices sourced directly or indirectly. Since they are not generally
considered to be quoted in an active market, they have been treated as level 2 within the fair value hierarchy.

A valuation technique is used for Level 3 equity securities. The Company’s exposure to these relates primarily to
private equity investments. The majority of the Company’s private equity investments are carried out through
European fund of funds structures, where the Company receives valuations from the investment managers of the
underlying funds. The valuation of these investments by the investment managers of the underlying funds is
based on European Venture Capital Association Guidelines, including price/earnings ratio based valuations. The
valuations received from investment managers of the underlying funds are reviewed and where appropriate
adjustments are made to reflect the impact of changes in market conditions between the date of the valuation
and the end of the reporting period. The valuation of these securities is largely based on inputs that are not based
on observable market data, and accordingly these instruments are treated as level 3 instruments within the fair
value hierarchy. Where appropriate, reference is made to observable market data.
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(iii) Reconciliation of movements in level 3 Instruments

Level 3 investment securities principally comprise interests in Private Equity co-investments. The movements in
level 3 financial assets and liabilities held at fair value are set out below.

2012 2011
Investment Investment
securities securities
£000 £'000
At 1 January 5754 5,447
Total gains or losses recognised in the income statement 1,034 114
Purchases . ’ 2,806 B66
Sales (264) (534)
Foreign exchange adjustment (196) (139)
At 31 December 9,134 5,754

(iv) Credit risk

The Company is exposed to credit risk through capital investments, cash deposits, trade receivables and
intercompany balances. For cash deposits an internal credit assessment of each counterparty is used to set
counterparty limits by the Group. This is presented to the Standard Life Group Credit Risk Committee for review
and approval.

Management fee income provides the bulk of the Company's revenues and is the largest component of ‘Trade
and other receivables’. Funds are managed in accordance with legal agreements in place with both Standard Life
Group companies and third parties, that specify contractual payment terms. The majority of receipts by value are
received either monthly or quarterly from Standard Life Group entities who have had no defaults in the past.

Cash deposits, comprising the majority of ‘Cash and cash equivalents’, are placed for terms of less than 3 months,
with counterparties selected according to the criteria noted and are all rated (Standard & Poor‘s) A or above
(2011: A or above).

The table below provides an analysis of total assets bearing credit risk:

2012 20117

£'000 £'000

Trade and other receivables 88,893 82,776

Investment securities 60,203 84,261
Debt securities 50,093 -

Cash and cash equivalents 2,205 2,043

201,394 169,080

At the statement of financial position date, none of the financial assets above were impaired but Trade and other
receivables’ classified as past due amounted to £176,000 (2011: £50,000), of which £33,000 (2011: £nil) was
overdue for greater than 3 months, £nil over 6 months (2011: £nil) and £nil (2011: £nil) over 12 months.

(v} Market risk

Market risk is the risk of adverse impact on the Company of changes in the fair values of financial instruments
from fluctuations in foreign currency exchange rates, interest rates, property prices and equity prices.

The Group uses sensitivity test-based analysis including market and property value changes, foreign exchange
and interest rate movements, detailed in its ICAAP, to understand their impact on expected earnings for decision-
making and planning purposes.

The impact of a fall in asset values at a point in time would primarily impact revenue, which is accrued based on
those values, and is not hedged. A 10% change in market levels would result in a change in profit after tax of
£24,034,000 {2011: £19,497,000).
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The Company transacts most of its business in Sterling but has exposure to foreign exchange movements
through its overseas subsidiaries, its Indian associate, foreign currency denominated cash balances, and fee
income derived from Canadian Dollar, US Dollar or Eure denominated assets, all unhedged. The Company's

currency exposure at the statement of financial position date was as follows:

2012
Other
Sterling Euro currendes Total
£000 £000 £'000 £000
Investment securities 111,981 7,052 52 119,545
Trade and other receivables 82,030 3,542 4,322 89,894
Cash and cash equivalents 1,681 54 470 2,205
195,692 10,648 5,304 211,644
2011
Other
Stﬂilrﬂ Euro currendes Total
£'000 £000 £'000 £000
Investrnent securities 85,002 4,629 441 90,072
Trade and other receivables 80,280 1,286 2,325 83,89
Cash and cash equivalents 1,796 51 196 2,043
167,078 5,966 2,962 176,006
2012
Other
Sterling Euro currencies Total
£'000 £'000 £'000 £'000
Trade and other payables 120,180 1,967 2,329 124,476
120,180 1,967 2,329 124,476
2011
Other
Sterling Euro currencles Total
£'000 £'000 £'000 £'000
Trade and other payables 86,575 1,260 1,481 89,316
86,575 1,260 1,481 89,316

A 10% movement in the exchange rate between Sterling and the main currency to which the Company is

exposed, would have the following impact:

2012

10% Increase In currency

10% decrease In currency

agahlst Steding against Sterling
Euro Eure
£000 £000
Impact on profit after tax 893 (731)
011
10% Increase In currency 10% decrease in currency
against Sterling agalinst Sterling
Euro Euro
£'000 £000
Impact on profit after tax 487 (399)

The Company has exposute to market tisk in the UK anly for equity securities.
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The Company is exposed to interest rate risk through its ‘Cash and cash equivalents’ as disclosed in the statement
of financial position. A sensitivity impact of interest rate change on the profits of the Company is shown below:

2012

Sbps Increase In Interest rates 5bps decrease In Interest rates

£000 £000
Impact on profit after tax
Cash and cash equivalents 1 M
1 L)
2011

5bps Increase in interest rates 5bps decrease in Interest rates

£000 £'000
Impact on profit after tax
Cash and cash equivalents 1 Q)

1 m

(vi) Uquidity risk

Liquidity risk is the risk of the Company being unable to maintain sufficient cash and marketabie securities to
enable it to meet cashflow obligations as they fall due.

The Company's cashflows are such that short term liabilities are generally matched by similarly short term assets,
and longer term liabilities are covered by short term assets, normally held in cash or highly liquid securities. The
Group manages its liquidity risk by regular monitoring of its cash position, credit control including credit risk
assessment noted above, forward planning including cash flow analysis and regular reporting thereon to the
Board and the Operational Risk Committee.

Surplus cash is generally invested in cash deposits with institutions meeting the Group's credit risk approval
criteria, repayable on demand. These are disclosed in the statement of financial position under ‘Cash and cash
equivalents’.

The following table represents the Company’s ability to meet its cash commitments as they fall due:

2012
Trade and
Investment other Cash and cash
Financlal assets securities receivables equlvalents
£'000 £'000 £'000
Due on demand - - 2,205
Due within  month - 9528 -
No contractual maturity date 119,545 79,365 -
119,545 88,893 2,205
2011
Trade and
investment other Cash and cash
Financlal assets securities receivables equivalents
£'000 £'000 £'000
Due on demand - - 2,043
Due within 1 month - 8,338 -
No contractual maturity date 90,072 74,438 -
90,072 82,776 2,043

30




Standard Life Investments Limited

Notes to the financial statements (continued)

22. Financlal risk management (continued)

2012 2011

Financial liabilities Trade and other payables
£'000 £000
Due within 1 month 27,960 18,811
Due within 1 year 58,598 45,418
Due between 1 and 5 years 17,578 16,500
No contractual maturity date 20,340 8,587
124,476 89,316

{vil) Operational risk

Operational risk is defined as the risk of loss, or adverse consequences for the business, resulting from inadequate
or failed internal processes, people and systems, or from external events. The Group sets an acceptable level of
operational risk through the risk policy.

The types of operational risk the Company is exposed to are identified using the following operational risk
categories: fraud or irregularities; regulatery or legal; customer treatment; business interruption; supplier failure;
planning; process execution; and people. Activities undertaken to ensure the practical operation of controls over
financial risks (i.e. market, credit, liquidity and insurance risk} are treated as an operational risk.

The Group assesses its exposure to operational risk to enable efficient allocation of resources to manage such
risks. The Group assesses its historical operational risk exposure using cbjective quantitative data. The Group also
assesses the impact and likelihood of operational risks materialising in the future through a combination of
qualitative data arising from management’s judgement and historical data.

The Group’s control environment is subject to quarterly self-assessment by management. Managers are
responsible for correcting any control weaknesses identified through this process, taking into account the cost of
implementing preventive or corrective action plans and the Group's acceptable level of operational risk as set out
in the risk policy.

The impact of a new product, a significant change, or any one-off transaction on the operational risk profile of
the Company is assessed and managed.
(d) Compliance with FSA regulatory requirements

The Capital Requirements Directive created a revised regulatory capital framewaork across Europe governing how
much capital financial services firms must retain. in the United Kingdom, this is being implemented by our
regulator, the FSA which has created rules and guidance specifically through the creation of the General
Prudential Sourcebook (GENPRU) and the Prudential Sourcebook for Banks, Building Societies and Investment
Firms (BIPRL).

The FSA framework consists of three ‘Pillars’:

Pillar 1 sets out the minimum capital requirements that companies need to retain to meet their credit, market and
operational risk;

Pillar 2 requires each company, and the FSA, to take a view on whether the company needs to hold additional
capital against firm-specific risks not covered by Pillar 1; and

Pillar 3 requires each company to develop a set of disclosures which will allow market participants to assess key
information about its underlying risks, risk management controls and capital position.

Rule Il of BIPRU sets out the provision for Pillar 3 disclosure. This must be done in accordance with a formal
disclosure docurment. The disclosure of this document meets the Company's obligation with respect to Pillar 3,
and can be found at:

http://www.standardlifeinvestments.com/Global_PHlar_3_Policy/getLatest.pdf

The Pillar 3 disclosure does not falt within the remit of the annual audit.
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23. Related party transactions
Parent and uvitimate controlling party

The Company's parent undertaking is Standard Life Investments (Holdings) Ltd, and the ultimate controlling
party is Standard Life plc.

Copies of the Annual Report and Accounts of Standard Life plc are available to the public from, Standard Life
House, 30 Lothian Road, Edinburgh EH1 2DH.
Company transactions between and balances with related partiles

In the normal course of business, the Company enters into transactions with related parties in respect of
investment management business. Such related party transactions are at arms length.

The following are details of significant transactions with related parties (excluding key management personnel}
during the year and year end balances arising frem such transactions:

2012
Amounts Amounts
owed by owed to
redated related
Revenues Expenses parties parties
£'000 £000 £'000 £'000
Pension schemes - 3,062 - -
Investment in associate 4,068 26 - -
Other (induding fellow subsidiaries) 240,108 656,848 79,365 45,442
244,176 75,936 79,365 45442
2011
Amounts Amounts
owed by owed to
related related
Revermies Expenses parties parties
£'000 £000 £'000 £'000
Parent - - 1,761 -
Pension schemes - 6,138 - -
Investment in associate 4,025 38 - -
Other (including fellow subsidiaries) 193,093 55,289 72,677 22,842
197,118 61,465 74,438 22,842

Interest paid to the parent amounted to £nil (2011: £nil). Interest paid to other related parties amounted to £nil
(2011: £nil).

Dividend income from subsidiaries amounted to £38,575,000 (2011: £31,356,000). Dividends owed by
subsidiaries amounted te £nil (2011: £nil).

Dividend income from the associate amounted to £4,067,000 (2011: £4,025,000). Dividends owed by the
associate amounted to £nil (2011: £nil}.

Transactions with related parties were made at market rates. The amounts outstanding are unsecured and will be
settled in cash. No guarantees have been given or received. No expense for bad and doubtful debts has been
recognised in the year, or in the prior year, in respect of the amounts owed by related parties.

Key management personnel

Key management personnel comprises 12 people (2011: 10 people) within the Company, including all directors.
The remuneration of the Directors during the year was as follows:

2012 2011

£'000 £'000

Short-term benefits 10,337 10,210
Post employment benefits 24 22
Share based payment expenses 5,894 4,930
Total key management personnel remuneration 16,255 15,162
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£13,088,000 (2011: £10,067,000) was owing to key management personnel at the statement of financial
position date.

Twelve Directors (2011: Eleven) of the Company were participants in Long Term Incentive Ptans. The benefits
arising under the incentive schemes are recorded in the period in which entitlement is determined.

Retirement benefits are accruing to eight Directors (2011: seven) in respect of their services to the Company and
its subsidiaries under a defined benefit scheme operated by the Standard Life Group and three (2011: five) under
a defined contribution scheme.

The highest paid Director of the Company received aggregate remuneration during the year of £2,509,000
(2011: £2,661,000). At 31 December 2011, the highest paid Director also held accrued pension henefits of
£14,000 (2011: £13,000) under the defined benefit pension scheme operated by the Standard Life Group.

24. Pension obligations

The majority of the staff who manage the affairs of the Company are members of a defined benefit pension
scheme or a defined contribution pension scheme operated by the Standard Life Group for its employees in the
United Kingdom. There is no contractual agreement or policy for charging the net defined benefit cost of the
defined benefit scheme across the participating UK companies. The sponsoring employer for the UK defined
benefit scheme is a fellow subsidiary of Standard Life and therefore the net defined benefit cost of the scheme is
recognised by Standard Life Assurance Limited. As a result the Company account for their contributions to the
defined benefit scheme as an expense in the period they are payable.

The Company also makes contributions to state pension schemes in Hong Kong and to a defined contribution
pension scheme for its employees in the United States of America. Contributions to defined contribution plans
(including state plans) are expenses when employees have rendered services in exchange for such contributions,
generally in the year of contribution.

The contributions to the defined benefit and the defined contribution schemes recognised as an expense for the
year ended 31 December 2012 were £9,062,000 (2011: £6,138,000).

The Company is required, under IAS 19 Employee Benefits, to provide the following disclosures relating to the
Standard Life Group's UK defined benefit schemes.

Changes to the UK defined benefit scheme

With effect from 16 November 2004, the UK scheme was closed to new entrants. The benefits provided by the
UK scheme have since undergone substantial further review. In November 2007, as part of a broader suite of
changes and subsequent to appropriate consultation, members were given a choice of two options which took
effect from January 2008:

i) maintaining a link to final salary for benefit accrued to 31 December 2007, with future service benefits accruing
on a defined contribution basis; or

(ii) linking benefits accrued to 31 December 2007 to movements in the Retail Price Index, with future service to
be credited on defined benefit basis, as earned and revalued thereafter in line with the same index.

Approximately 95% of members selected option (ii). The financial information presented in this note reflects the
outcome of this activity. Further information is outlined below, where appropriate.

Contributions to UK defined benefit schemes

The following table shows the actual contributions made to the Standard Life Group plans in 2011 and 2012:

2012 2071

£m £fm

United Kingdom - normal funding 38 30

United Kingdom - additicna! contributions - 20
Expected contributions to the plans in 2013 are as follows:

2013

£m

United Kingdom - normat funding 40

United Kingdom - additicnal contributions -

Note that the total contributions to the UK scheme include deficit reduction contributions paid in accordance
with the existing agreement with the scheme trustees.
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(a) Analysis of amounts recognised In the Standard Life Group statement of financial position for

the UK defined benefit schemes

The present value of the defined benefit obligation less the fair value of gross scheme assets is as follows:

2012 201
£m £m
Present value of funded obligation (2121) (1,972)
Fair value of plan assets 2,642 2,519
Surplus not recognised (182) (209)
Net asset on the Standard Life plc group balance sheet 339 338
(b) Defined benefit obligation
The movement in the present value of defined benefit obligation is as follows:
2012 2011
£m £m
At 1 [anuary 1,972 1,724
Current service cost 39 38
Interest cost N 92
Actuarial gains 53 217
Past service cost 1 (64)
Benefits paid (35) (35)
At 31 December 2,121 1,972
The defined benefit obligation is funded as follows:
2012 2011
£m £m
Wholly funded 2,121 1,972
At 31 December 2,121 1,972
2012 2011
£m £m
At 1 January 2,519 2,005
Expected return on plan assets 137 124
Actuarial (gains) / losses (18) 375
Contributions by employer 39 50
Benefits paid (35) (35)
At 31 December 2,642 2,519
(<) Plan assets
The changes in the fair value of plan assets are as follows:
The distribution of the fair value of the plan assets at year end is as follows:
2012 201
£m £fm
Equities 645 472
Bonds - government 473 457
Bonds - corporate 844 70
Property 52 52
Other 628 837
Total 2,642 2,519

Derivative instruments are used by the UK scheme to modify the profile of the assets of the scheme to better

match the scheme’s liabilities and to execute specific strategies as defined within the scheme’s investment
guidelines.
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The expected return on plan assets is based on market expectations at the beginning of the period for returns
over the entire life of the related benefits obligations. The expected return by geography is as follows:

2012 2011
% %
Total expected return 5.40 5.45

The actual return on plan assets during 2012 was £120m (2011: £303m).
{d) Principal assumptions

The principal economic assumptions used in determining pension benefit obligation for the Standard Life Group’s
plans are as follows:

2012 2011
% %
Rate of increase in salaries 5.30 4.45-5.45
Rate of increase in pensions 270 2.85
Discount rate 4.50 4.60
Inflation assumption 3.3.27 2.85-3.45
Rate of return on plan assets 5.40 5.45

The valuation of scheme liabilities is sensitive primarily to both the assumed discount and inflation rates and in
particular to the difference between these two rates. A reduction of ten basis peints in the discount rate used to
value the UK scheme would increase the defined benefit obligation by £51m (2011: £49m).

The most significant non-economic assumption is that made in respect of mortality post retirement. The mortality
tables (along with sample complete expectations of life) are illustrated below:

Normal
Retirement
Table Improvements Age
Scheme specific  ‘Double entry’
basis reflecting table, CMI cohort
membership projections with
United Kingdom demographics underpin 60
Male, age today Female, age today
NRA 40 NRA 40
United Kingdom 31.0 320 30.0 320

25. Employee share based payments

The Company does not operate any share-based payment schemes. During the year the Company's ultimate
parent company, Standard Life plc, operated a number of share-based payment schemes, the majority of which
are equity settled. Details of these arrangements affecting the Company are as follows:

(i) standard Life Group Long Term Incentive Plan (LTIP) and Restricted stock plan (RSP)
Long term incentive plan

Under the terms of the LTIP, share options are awarded to executives and senior management based on personal
performance and/or the performance results of the Standard Life Group over a three year period.

The performance period and grant date for the active LTIP schemes are as follows:

Plan 2072 2011 2010

Grant date 29/03/2012 31/03/20M1 25/06/2010
1january 20012 1 January 20011 1 January 2011

Performance period -31 Dec 2014 - 31 Dec 2013 - 31 Dec 2012
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The performance target for the three years of the 2012 plan is in two parts. Part | is based on the Standard Life
Group's operating profit for the year ended 31 December 2014. Part Il is based on the Standard Life Group’s
petformance against its 2014 Group scorecard. The 2012 plan also has personal performance targets.

The performance target for the three years of the 2071 plan is also in two parts. Part | is based on the Standard
Life Group’s operating profit for the year ended 31 December 2013. Part |l is based on the Standard Life Group’s
performance against its 2013 Group scorecard. The 2011 plan also has personal performance targets.

The performance target for the three years of the 2010 plan is based on the Standard Life Group’s operating
profit for the year ended 31 December 2012,

Restricted stock plan (RSP)

RSP is an additional share plan under which options can be awarded to executives (other than Directors) and
senior management. The conditions and vesting period attached to RSP grants are tailored to the individual
award. RSP awards may be granted at any time during the year.

(i) Standard Life Investments Long Term Incentive Plan

Under the terms of the 2012, 2011 and 2010 Standard Life Investments LTIP, share options are awarded to
participants based on performance results of Standard Life Investments over a three year period. The performance
target is based on Standard Life Investments’ earnings before interest and tax (EBIT) from third party assets under
management, before variable compensation, subject to an investment performance underpin based on the three
year money-weighted average investment performance of all assets under management against relevant
benchmarks. The participants are also entitled to receive dividends in the form of an entitlement to additional
shares. At the grant date the participants are advised of the range of options that will be awarded. The actual
number of options that ultimately vest is determined at the end of the three year performance period. The terms
and conditions of the Standard Life Investments long-term incentive plans shown in Note 25(b) represent the
maximum number of options that can vest.

The majority of the awards granted under the Standard Life Investments LTIP are equity-settled share-based
payment transactions.

(1)) Share Incentive plans

The Standard Life Group operates share incentive plans, allowing employees the opportunity to buy shares from
their salary each month. The maximum purchase that an employee can make in any year is £1,500. The Standard
Life Group offers to match the first £25 of shares bought each month. The matching shares awarded under the
Share Incentive Plan are granted at the end of each month. The matching shares are generally subject to a three-
year service period and an employee may forfeit some or all of the matching shares if they leave the Standard Life
Group prior to completing three years of service from the date of grant.

(iv) Annual bonus deferred shares

The majority of the members of the executive and senior management including Executive Directors participate
in the Group annual bonus. Under the terms of the 20711 and 2012 annual bonus, half of any bonus in excess of
25% of salary is settled in shares which are deferred for a period of two years, subject to the deferred amount
being worth 10% or more of salary.

The value of any dividends paid on those shares over the two year deferral period will be added to the value of
the deferred bonus. Should an employee resign during the two year deferral period, some or all of the deferred
shares will be forfeited.

The share-based payment expense in respect of the deferred shares has been measured with reference to the
proportion of the annual bonus entitlerment to be settled in deferred shares and will be recognised over the
vesting period, which includes a two year deferral period. The share-based payment expense in respect of annual
bonus deferred shares amounted to £39,000 (2011: £36,000).

The number of instruments granted in 2012 was 19,000 (2011: 24,000),

(v) Sharesave (Save-as-you-earn)

The Standard Life Group operates Save-as-you-earn (SAYE) plans, which allow eligible employees in the UK and
Ireland the opportunity to save a monthly amount from their salaries, over either a three or five year period,
which can be used to purchase shares in Standard Life plc at a predetermined price at the end of the savings
period. Employees are granted a predetermined number of options based on the monthly savings amount and
duration of their contract. The conditions attached to the opticns are that the employee remains in employment
for three years after the grant date of the options and that the employee satisfies the monthly savings
requirement. Settlement will be made in the form of shares.
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(a) Standard Life Group Long Term Incentive Plan (LTIP) and Restricted stock plan (RSP)

The terms and conditions attaching to each of the ongoing arrangements are set out in the table below. The
assumptions disclosed are based on the weighted average nurnber of awards.

LmeP 2012 2011 2010
Date of Grant 29 March 2012 31 March 2011 25 June 2010
Number of instruments granted 365,088 412,701 376,061
Exercise price nil
Share price at date of grant 228p 207p 17%p
RSP

Date of grant 12 November 2012 nfa nfa
Number of instruments granted 10,002 nfa n/a
Share price at date of grant 303p nfa nfa

LTIP (all years) and RSP (2012 only)

Expected outcome of meeting performance criteria (at the
grant date) 50% 50% 50%

Fair value per granted instrument determined at the grant
date 230p 207p 179p

The share options granted under LTIP and RSP are nil cost options and will have a nil exercise price and
setttement will be made in the form of shares. Both the contractual life and expected option life at grant date is
3.5 years. No departures are expected at the grant date, with any leavers being accounted for on departure.

The plans include the entitlement to the receipt of dividends in respect of awards that ultimately vest between
the date of grant and the vesting date.

At 31 December 2012, 1,164,000 options were outstanding under LTIP and RSP (2011: 1,130,000 under LTIP).
The weighted average remaining expected life at 31 December 2012 was 1.31 years (2011: 1.41 years), while the
weighted average remaining contractual life was 1.81 years (2011: 1.91 years).

A reconciliation of movements in the number of share options granted to executives and senior management is
set out in the table below.

2012 2011
Number of options

000's 000's
Outstanding at start of year 1,130 859
Granted 375 413
Exercised @1n -
Expired (124) (142)
Outstanding at end of year 1,164 1,130

The options exercised during 2012 relate to the 2009 LTIP scheme. The weighted average share price at the time
of exercise of options in 2012 was 228p (2011:204p). The weighted average exercise price was £nil (2011: £nil).
The performance conditions attached to the 2008 LTIP scheme were not met and as a result there were no
options exercised during 2011.

(b) The Standard Life Investments Long Term Incentive Plan

The terms and conditions attaching to each of the ongeing arrangements are set out in the table below. The
assurnptions disclosed are based on the weighted average number of awards.
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Arrangement 2012 201 2010
Date of Grant 29/03/2012 31/03/2011 16/06/2010
Number of instruments granted 4,875,190 14,023,898 12,690,066
Share price at date of grant 228p 207p 188p
Contractual life {years) 3.74 years 3.75 years 3.96 years
Expected option life at grant date (years) 3.5 years 3.5 years 3.5 years
Expected outcome of meeting performance criteria (at the

grant date) 50% 50% 50%
Fair value per granted instrurnent determined at the grant

date 228p 207p 188p

The share options granted are nil cost options and will have a nil exercise price and settlement will be made in
the form of shares. No departures are expected at the grant date, with any leavers being accounted for on
departure.

At 31 December 2012 there were 30,244,000 options cutstanding {(2011: 34,538,000). The weighted average
remaining expected life at 31 December 2012 was 1.09 years (2011: 1.50 years), while the weighted average
remaining contractual life was 1.59 years (2011: 2.00 years).

A reconciliation of movements in the number of share options granted to executives and senier management is
set out in the table below.

2012 2011
Number of options
000's 000's
Outstanding at start of year 34,538 25,142
Granted 4,875 14,024
Forfeited (838) (576)
Exercised (8,331) {4,052)
Quistanding at end of year 30,244 34,538

The options exercised during 2012 and 2011 relate to the 2009 and 2008 plans respectively. The weighted
average share price at the time of exercise of the options was 227p (2011:216p). The weighted average exercise
price was nil.

(¢) Share incentive plans

The terms and conditions attaching to each of the ongoing arrangements are set out in the table below and are
based on the weighted average number of awards.

Arrangement Share incentlve Share incentlve Share

plans 2012 plans 2011 Incentive

plans 2010

Number of instruments granted 57,896 67,94 51,194

Share price at date of grant 249p 206p 203p
Fair value per granted instrument determined at 31

December 249p 206p 203p

At the grant date all awards are expected to vest. No departures are expected at the grant date, with leavers
being accounted for on departure.

(d) Sharesave

As at 13 September 2012, further sharesave schemes were granted. On this date there were 181,000 (2011:
1,235,000) options granted with a fair value of 58p (2011: 34p}.

As at 31 December 2012, 1,390,000 (2011: 1,235,000) options were outstanding. The remaining expected and
contractual lives were 2.86 years (2011: 3.00 years) and 3.36 years (2011: 3.50 years) respectively. All are
exercisable within six months of vesting; as at 31 December 2012, exercise prices were 157p.
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The fair value of options granted in 2012 was determined using a standard Black Scholes option-pricing model
that included: expected volatility of shares determined at the grant date based on historic volatility over a peried
of up to 5 years; option term equal to the vesting period of each scheme (either 3 or 5 years); a dividend yield
assumption (given that the employee forgoes all rights to dividends); and a risk free interest rate determined from
the UK GBP swap rate (or local currency equivalent).

A reconciliation of movements in the number of share options granted to eligible employees under sharesave is
set out in the table below:

2012 2011

Average Average

exercise Nomber of exercise price  Number of

price (£) options (£) options
Qustanding at 1 January 1.57 1,234,790 - -
Granted 2.21 181,028 1.57 1,234,790
Forfeited 1.57 (1,353) V.57 -
Exercised 1.57 (24,180) 1.57 -
Outstanding at 31 December 1.65 1,390,485 1.57 1,234,790

(e) Employee share-based payment expense

The amounts recognised as an expense in relation to share options are as follows:

2012 2011

£'000's £'000's

Share options granted under Long Term Incentive Plans 11,552 15,185
Matching shares granted under share incentive plans 133 128
Annual bonus deferred shares granted 39 36
Save as you eam shares granted 118 32
11,842 15,381

26. Commitments
Operating lease commitments

The Company's annual commitments under non-cancellable operating leases for land and buildings were as follows:

2012 2011
£000 £000
Within one year 135 154
Expiring during years 2 to 5 264 273

Commitments to limited partnerships

The Company has entered into partnership agreements which have committed the Company to invest a
maximum of £16,539,000 (20%1: £15,541,000) into limited partnerships. During the year the Company invested
£2,530,000 (2011: £26,000) with a remaining maximum commitment of £7,887,000 (2011: £9,751,000).

27. Events after the statement of financial position date

There have been no significant events after the reporting period.
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Standard Life Investments Limited

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF STANDARD LIFE INVESTMENTS
LIMITED

We have audited the financial statements of Standard Life Investments Limited for the year ended 31 December
2012 which comprise the income statement, the statement of the financial position, the statement of cash flows,
the statement of changes equity and the notes to the financial statements.. The financial reporting framework
that has been applied in their preparation is applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union.

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view. Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and treland). Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom this
repert is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the company’s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial statements. In addition,
we read all the financial and non-financial information in the annual report and the financial statements to
identify material inconsistencies with the audited financial statements. If we become aware of any apparent
material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our epinicn the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2012 and of its profit and
cash flows for the year then ended;

* have been properly prepared in accordance with IFRSs as adopted by the European Union; and

+ have been prepared in accordance with the requirements of the Companies Act
2006.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors” Report for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, in our opinion:

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

¢ the financial statements are not in agreement with the accounting records and returns; or

s  certain disclosures of directors’ remuneration specified by law are not made; or

* we have not received all the information and explanations we require for our audit.

S —

<

Allan McGrath (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Edinburgh

28 February 2013
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