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companies) shall be deemed to include a reference to Phoenix (and to any member of the
Group).

4. CONTINUITY OF PROCEEDINGS

4.1 On and with effect from the Transfer Date, any Proceedings issued, served, pending,
threatened or otherwise in connection with the Transferred Business, the Transferred
Policies, the Transferred Assets or the Transferred Liabilities in respect of which a
Transferor is a party (including as the plaintiff, claimant, applicant, defendant, respondent,
pursuer, defender or petitioner), and including any such Proceedings commenced in error
against a Transferor on or after the Transfer Date, shall be continued or commenced by
or against Phoenix and Phoenix shall be entitled to all defences, claims, counterclaims,
settlements, rights of set-off and any other rights that that would have been available to
that Transferor in relation to the Transferred Business, the Transferred Policies, the
Transferred Assets, the Transferred Liabilities and such Proceedings.

4.2 On and with effect from the Subsequent Transfer Date applicable thereto, any
Proceedings issued, served, pending, threatened or otherwise in connection with the
Residual Assets or the Residual Liabilities which are to be transferred on such
Subsequent Transfer Date in respect of which a Transferor is a party (including as the
plaintiff, claimant, applicant, defendant, respondent, pursuer, defender or petitioner), and
including any such Proceedings commenced in error against a Transferor on or after the
relevant Subsequent Transfer Date, shall be continued or commenced by or against
Phoenix and Phoenix shall be entitled to all defences, claims, counterclaims, settlements,
rights of set-off and any other rights that would have been available to that Transferor in
relation to the Residual Assets and the Residual Liabilities and such Proceedings. Until
such Subsequent Transfer Date, the relevant Proceedings shall be continued by or
against the relevant Transferor, provided that the relevant Transferor shall consult with
Phoenix and take account of any reasonable comments made by it in relation to such
Proceedings.

4.3 Any judgment, settlement, order or award obtained by or against a Transferor to the
extent that it relates to any part of the Transferred Business, the Transferred Policies, the
Transferred Assets, the Transferred Liabilities, the Residual Assets or the Residual
Liabilities and which is not fully satisfied before the Transfer Date or, as the case may be,
the applicable Subsequent Transfer Date, shall, on that date and to the extent to which it
was enforceable by or against the relevant Transferor immediately prior to such date,
become enforceable by or against Phoenix (to the exclusion of the relevant Transferor).

5. RIGHTS AND OBLIGATIONS IN RELATION TO THE TRANSFERRED BUSINESS

5.1 On the Transfer Date but with effect from the Effective Date, Phoenix shall become
entitled to all the rights, benefits and powers of the relevant Transferor whatsoever
subsisting on the Effective Date under or by virtue of the Transferred Policies.

5.2 Without prejudice to the generality of paragraph 5.1, where the benefits of any
Transferred Policy are held under the terms of a trust, such terms, together with the terms
of any rules applicable to any pension scheme in the case of any pension scheme under
which benefits are referable to a Transferred Policy, shall operate and be construed on
the Transfer Date but with effect from the Effective Date on a basis which is consistent
with the transfer of such Transferred Policy in accordance with the provisions of this
Scheme. For the avoidance of doubt:

(a) where the consent of a Transferor is required under any such terms, the consent
of Phoenix shall, from the Transfer Date, instead be treated as required; and
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(b) where a power to appoint trustees under such terms is conferred on a Transferor,
that power shall, from the Transfer Date, instead be treated as conferred on
Phoenix.

5.3 Subject to paragraph 5.4, every person who is a holder of any of the Transferred Policies
or is a party to, or has the benefit of, any other agreement with a Transferor relating to the
Transferred Business shall, on and with effect from the Transfer Date, become entitled, in
succession to, and to the exclusion of, any rights which he may have had against a
Transferor under any of the Transferred Policies or any other such agreement relating to
the Transferred Business, to the same rights against Phoenix (subject to the terms of this
Scheme) as were available to him against that Transferor under such Policies or such
other agreement relating to the Transferred Business and (as regards Transferred
Policies under which premiums or other sums attributable or referable thereto continue to
be payable) shall, on and with effect from the Transfer Date, account to Phoenix for any
further or additional premiums or other sums attributable or referable thereto as and when
the same become due and payable.

5.4 Unless otherwise agreed by the Phoenix Board, the terms of any Transferring Policy that
is a Linked Policy which entitle the holder to Switch shall be construed so as to entitle the
holder of such Transferred Policy to Switch only to or between the Former NPIL Linked
Funds that correspond to those Linked Funds of NPIL to or between which the holder was
entitled to Switch before the Transfer Date and, for the avoidance of doubt, not so as to
entitle the holder of such Transferring Policy to Switch to or between any other Former
NPIL Linked Fund or any other Linked Funds maintained by Phoenix before or after the
Transfer Date. Accordingly:

(a) holders of Linked Policies which (i) are Transferred Policies and (ii) which were
transferred to NPIL pursuant to the NPIL Unit Linked Scheme shall be entitled to
Switch only to or between the Former NPIL Linked Funds which correspond to
those Linked Funds established by NPIL to receive the property and associated
liabilities comprised in each Linked Fund maintained by the transferors under the
NPIL Unit Linked Scheme which such holders were entitled to Switch to or
between prior to 1 October 2006; and

(b) holders of Linked Policies which (i) are Transferred Policies and (ii) which were
written by NPIL before 1 October 2006 shall be entitled to Switch only to or
between the Former NPIL Linked Funds which correspond to those Linked Funds
maintained by NPIL prior to 1 October 2006 which such holders were entitled to
Switch to or between prior to 1 October 2006.

5.5 If any person entitled to do so with respect to a Transferred Policy exercises any right or
option granted under the terms of that Policy and either:

(a) the right or option provides for a new, additional or replacement Policy to be
issued; or

(b) it is appropriate in the opinion of the Phoenix Board, having obtained the advice of
the Phoenix Actuary, in order to comply with that right or option to issue a new
Policy,

such person shall be entitled to require that the obligation thereby arising shall be
satisfied by the issue by Phoenix of a Policy which complies with the terms of such right
or option, but (without prejudice to the right of such person to have the right or option
satisfied by the issue by Phoenix of such a Policy) if Phoenix is not at the time of the
exercise of such right or option writing Policies complying exactly with the Policy to which
such right or option refers, Phoenix shall be entitled to offer to such person as an
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alternative (and, if accepted, in lieu thereof) the Policy commonly offered by Phoenix
which Phoenix considers to be the nearest equivalent Policy in accordance with the terms
and conditions applicable to Policies of Phoenix at that time, provided that the issue of
such alternative Policy would not in the opinion of the Phoenix Board (having obtained
appropriate advice) result in a liability or in an increase in liability to taxation of the holder
of such Policy (or, in the event that such liability or increase in liability would occur,
Phoenix shall have the option to indemnify the policyholder in full and to issue another
Policy pursuant to this paragraph) or otherwise fail to satisfy his reasonable expectations.

5.6 All references in any Transferred Policy or any other agreement or document relating to
the Transferred Business to a Transferor, its board of directors, its Actuary, its WP
Actuary or any other officers, employees or agents of a Transferor shall from and after the
Effective Date be read as references to Phoenix, its board of directors, its Actuary, the
relevant WP Actuary or any other officers, employees or agents of Phoenix. In particular,
but without limitation, all rights and duties exercisable or expressed to be exercisable or
responsibilities to be performed by a Transferor, its board of directors, Actuary, WP
Actuary or any other officers, employees or agents of that Transferor in relation to any
Transferred Policy or other agreement or document relating to the Transferred Business
shall, from and after the Effective Date, be exercisable or required to be performed by
Phoenix, the Phoenix Board, the Phoenix Actuary, the relevant WP Actuary or any other
officers, employees or agents of Phoenix.

5.7 The transfer of any rights, benefits, liabilities and obligations under or in connection with
any Transferred Policy, Transferred Asset, Residual Asset, Transferred Liability or
Residual Liability pursuant to this Scheme shall take effect and shall be valid and binding
on all parties having any interest in the same notwithstanding any restriction on
transferring, assigning or otherwise dealing with the same and such transfer shall be
deemed to take effect on the basis that it does not contravene any such restriction and
does not give rise to any right to terminate, modify, acquire or claim an interest or right, or
to treat an interest or right as terminated or modified.

5.8 Phoenix shall, on and from the Transfer Date, take over from the Transferors the
administration and negotiation of proposals for insurance which would be Transferred
Policies if Phoenix determined to accept them (but whether or not Phoenix does so
determine). Phoenix shall bear all expenses and liabilities in relation thereto and any
liability in relation to interim death benefits. Nothing contained herein shall oblige Phoenix
to accept any proposal for insurance received by or on behalf of any Transferor before the
Transfer Date but not accepted by such Transferor by then.

6. EXCLUDED POLICIES

6.1 Subject to paragraph 6.3, the Excluded Policies shall not be transferred to Phoenix by this
Scheme and all liabilities attributable to the Excluded Policies shall remain liabilities of the
relevant Transferor and be fully reassured with effect from the Effective Date on the
following basis:

(a) all liabilities of the Transferors attributable to the Excluded Policies shall be
reassured in their entirety to Phoenix on the Transfer Date but with effect from the
Effective Date (or in the case of liabilities arising in respect of any Policy issued by
a Transferor pursuant to paragraph 6.2, on and with effect from the date on which
such Policy is issued);

(b) the liability of Phoenix on the Transfer Date but with effect from the Effective Date
shall be such that the rights, benefits and powers provided to holders of Excluded
Policies (including any Policy issued by a Transferor pursuant to paragraph 6.2)
shall, to the extent possible, be the same as the rights, benefits and powers which
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would have been provided to such holders if the Excluded Policies had been
Transferred Policies;

(c) the premiums payable by a Transferor to Phoenix in connection with the provision
of the reassurance described in this paragraph 6.1 shall comprise an amount
equal to:

(i) in respect of Excluded Policies which are Non-Profit Policies, the
aggregate amount of the mathematical reserves relating to those Excluded
Policies immediately prior to the Effective Date; and

(ii) in respect of Excluded Policies which are With-Profit Policies, the
aggregate amount of the realistic value of the liabilities relating to those
Excluded Policies immediately prior to the Effective Date,

provided that such amounts shall be deemed to have been satisfied by the
transfer to Phoenix of the appropriate proportion of the Transferred Assets and
such assets or property shall be allocated to the Fund to which they would have
been allocated had the Excluded Policies been Transferred Policies; and

(iii) all subsequent premiums received by the Transferor in respect of such
Excluded Policies at any time after the Effective Date, which premiums
shall be paid to Phoenix as soon as practicable after they are received and
credited to the Fund to which they would have been allocated had the
Excluded Policies been Transferred Policies.

6.2 If any person entitled to do so with respect to an Excluded Policy exercises any right or
option granted under the terms of that Policy and either:

(a) the right or option provides for a new, additional or replacement Policy to be
issued; or

(b) it is appropriate in the opinion of the Phoenix Board, having obtained appropriate
actuarial advice, in order to comply with that right or option to issue a new Policy,

such person shall be entitled to require that the obligation thereby arising shall be
satisfied by the issue by the relevant Transferor of a Policy which complies with the terms
of such right or option but (without prejudice to the right of such person to have the right
or option satisfied by the issue by the Transferor of such a Policy):

(i) Phoenix shall be entitled to offer to such person as an alternative (and, if
accepted, in lieu thereof) a Policy which complies with the terms of such
right or option; and

(ii) if Phoenix is not at the time of the exercise of such right or option writing
Policies complying exactly with the Policy to which the right or option
refers, Phoenix shall be entitled to offer to such person as an alternative
(and, if accepted, in lieu thereof) the Policy commonly offered by Phoenix
which Phoenix considers to be the nearest equivalent Policy, in
accordance with the terms and conditions applicable to Policies of Phoenix
at that time, provided that the issue of such alternative Policy would not in
the opinion of the Phoenix Board (having obtained appropriate advice)
result in a liability or in an increase in liability to taxation of the holder of
such Policy (or, in the event that such liability or increase in liability would
occur, Phoenix shall have the option to indemnify the policyholder in full
and to issue another Policy pursuant to this paragraph) or otherwise fail to
satisfy his reasonable expectations.
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6.3 If all consents, orders, permissions or other requirements for the transfer or novation of an
Excluded Policy from the relevant Transferor to Phoenix are obtained:

(a) such Excluded Policy shall be transferred to Phoenix, and shall thereafter be
treated in all respects, as if it were a Transferred Policy and not an Excluded
Policy; and

(b) all property relating to, and any liability attributable to, such Excluded Policy shall
be transferred to Phoenix and shall thereafter be treated in all respects as if it
were a Transferred Asset or a Transferred Liability, as the case may be.

6.4 In accordance with paragraph 6.3:

(a) Guernsey Policies shall be treated for all purposes of this Scheme as if they were
Transferred Policies with effect from the Guernsey Effective Date and shall, on the
Guernsey Transfer Date, be transferred to and vested in Phoenix by the Order (in
addition to any order of the Royal Court of Guernsey) with effect from the
Guernsey Effective Date; and

(b) Jersey Policies shall be treated for all purposes of this Scheme as if they were
Transferred Policies with effect from the Jersey Effective Date and shall, on the
Guernsey Transfer Date, be transferred to and vested in Phoenix by the Order (in
addition to any order of the Royal Court of Jersey) with effect from the Jersey
Effective Date.

7. PREMIUMS, MANDATES AND OTHER PAYMENTS

7.1 All premiums attributable or referable to the Transferred Policies shall on and after the
Transfer Date be payable to Phoenix and shall on the Transfer Date but with effect from
the Effective Date be receivable and received by Phoenix, and shall be allocated to the
Fund to which the Policy to which they relate is allocated pursuant to paragraph 13.

7.2 Any mandate or other instruction in force on the Transfer Date (including any instruction
given to a bank by its customer in the form of a direct debit or standing order) and
providing for the payment by a banker or other intermediary of premiums payable to a
Transferor under or in respect of any of the Transferred Policies shall thereafter take
effect as if it had provided for and authorised such payment to Phoenix.

7.3 Any mandate or other instruction in force on the Transfer Date as to the manner of
payment of any sum payable by a Transferor under any of the Transferred Policies shall,
on and from the Transfer Date, continue in force as an effective authority to Phoenix.

8. DECLARATION OF TRUST BY THE TRANSFERORS

8.1 If:

(a) any property of a Transferor comprised in or attributable to the Transferred
Business is not, or is not capable of being, transferred to and vested in Phoenix by
the Order on the Transfer Date by reason of such property being a Residual Asset
or is outside the jurisdiction of the Court or otherwise; or

(b) in any circumstances Phoenix shall decide before the Transfer Date (or, in the
case of any Residual Asset, before the Subsequent Transfer Date applicable
thereto) that it is expedient not to effect a transfer of any property of a Transferor,

then that Transferor shall, from the Transfer Date but with effect from the Effective Date
(but save to the extent that giving effect to such a trust would require a consent or waiver
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which has not been obtained or that such a trust would not be recognised by any
applicable law or that the relevant Transferor and Phoenix agree not to give effect to such
a trust for any reason), hold any property referred to in paragraphs (a) and (b) of this
paragraph 8.1, together with any proceeds of sale or income or other right accrued or
return arising in respect thereof, as trustee for Phoenix.

8.2 The Transferors shall be subject to Phoenix's directions in respect of any property
referred to in paragraph 8.1 from the Transfer Date until the relevant property is
transferred to or otherwise vested in Phoenix or is disposed of (whereupon the relevant
Transferor shall account to Phoenix for the proceeds of sale thereof), and Phoenix shall
have authority to act as the attorney of each of the Transferors in respect of such property
for all such purposes.

8.3 In the event of any payment being made to, property being received by, or right being
conferred upon a Transferor after the Transfer Date in respect of the Transferred
Business, any Transferred Asset, any Residual Asset or any asset referred to in
paragraph 8.1, that Transferor shall, as soon as is reasonably practicable after its receipt,
pay over the full amount of such payment or (to the extent to which it is able to do so)
transfer such property or right to, or in accordance with the directions of, Phoenix and
Phoenix shall indemnify the Transferor on demand against any costs incurred in making
any such payment or transfer.

8.4 The CRR Amount shall only be subject to the provisions of this paragraph 8 insofar as
such provisions shall be consistent with NPIL continuing to satisfy the requirements of
GENPRU in relation to its Capital Resources Requirement.

9. INDEMNITIES IN FAVOUR OF THE TRANSFERORS

9.1 From the Transfer Date but with effect from the Effective Date, Phoenix shall discharge on
the relevant Transferor's behalf or, failing that, shall indemnify that Transferor against:

(a) charges, costs and claims arising in respect of all Transferred Liabilities and
Residual Liabilities which are not, or are not capable of being, transferred by this
Scheme or by a vesting order pursuant to section 112(1) of FSMA (whether made
before, on or after the Transfer Date) (other than liabilities which are the subject of
paragraph 9.1(b) or paragraph 9.2) until the relevant liability is transferred to or
becomes a liability of Phoenix; and

(b) any amount paid by that Transferor in respect of any Transferred Liabilities and
Residual Liabilities of that Transferor which are, whether wholly or in part, the
subject of a policy of indemnity insurance or a claim or right of recovery against a
third party, but only to the extent that such Transferor, having made a claim under
such a policy or against such third party, shall have failed to recover any such
amount pursuant to rights it may have under such policy, claim or right of recovery
(having used reasonable endeavours to do so).

9.2 Phoenix shall indemnify each Transferor against any costs and/or expenses which it may
incur in pursuing any claim under any such policy of indemnity insurance or against any
such third party as is referred to in paragraph 9.1(b). Subject thereto, such Transferor
shall take such steps as Phoenix shall reasonably require in order to pursue the rights it
may have under any such policy of indemnity insurance or against any such third party.
Phoenix shall be entitled, upon notice to such Transferor, to have conduct of all litigation
or other proceedings in respect of any such claim. In that connection, the relevant
Transferor shall give all such assistance as Phoenix may reasonably require in
conducting any such proceedings.
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10. PENSION SCHEMES

10.1 On the Transfer Date but with effect from the Effective Date, Phoenix shall unconditionally
and irrevocably become the scheme administrator (within the meaning of the relevant
scheme deeds) of the NPIL Pension Schemes in place of NPIL.

10.2 With effect from the Effective Date:

(a) Phoenix shall undertake the liabilities and responsibilities of the provider (within
the meaning of the relevant scheme deeds) under the NPIL Pension Schemes in
the place of NPIL; and

(b) NPIL shall be released from all obligations applicable to it under the relevant
scheme deeds, which shall have effect as if Phoenix had been the provider
referred to in the scheme deeds for each of the NPIL Pension Schemes.
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PART D - FUND STRUCTURE

11. PURPOSE OF ALLOCATIONS

Any allocation of property or attribution of liabilities, and any re-allocation or re-attribution
of the same, which is made under the terms of this Scheme for the purpose of the
maintenance of a WP Fund or the Non-Profit Fund or the Phoenix Shareholders' Fund is
for the purpose of establishing policyholder entitlements from time to time and shall not be
taken to limit the availability of all the property from time to time of Phoenix to meet the
liabilities which it is obliged by law to meet.

12. ESTABLISHMENT OF NEW PHOENIX SUB-FUND

On the Transfer Date but with effect from the Effective Date (and in addition to the
separate sub-funds maintained in accordance with the Existing Phoenix Schemes),
Phoenix shall establish the NPI WP Fund as a separate with-profits sub-fund of the
Phoenix Long-Term Insurance Fund.

13. ALLOCATION OF POLICIES

13.1 On the Transfer Date but with effect from the Effective Date, the Transferred Policies shall
be allocated to the Non-Profit Fund.

13.2 On the Guernsey Transfer Date but with effect from the Guernsey Effective Date, the
Guernsey Policies shall be allocated to the Non-Profit Fund.

13.3 On the Jersey Transfer Date but with effect from the Jersey Effective Date, the Jersey
Policies shall be allocated to the Non-Profit Fund.

14. ALLOCATION OF ASSETS

14.1 On the Transfer Date but with effect from the Effective Date, the Transferred Assets held
by NPIL in respect of the WP Investment Element of any NPIL UWP Policy immediately
prior to the Transfer Date shall be allocated to the NPI WP Fund.

14.2 On the Transfer Date but with effect from the Effective Date, the following shall be
allocated to the Non-Profit Fund:

(a) all Transferred Assets allocated to the Long-Term Insurance Fund of NPIL
immediately prior to the Transfer Date, other than those Transferred Assets held
by NPIL in respect of the WP Investment Element of any NPIL UWP Policy; and

(b) all Transferred Assets of NPLL immediately prior to the Transfer Date.

14.3 On the Transfer Date but with effect from the Effective Date, all Transferred Assets
allocated to the Shareholders' Fund of NPIL immediately prior to the Transfer Date,
including the assets and property attributable to the interest of the shareholders of NPIL in
its Long-Term Insurance Fund, shall be allocated to the Phoenix Shareholders' Fund.

14.4 On and with effect from the applicable Subsequent Transfer Date, each Residual Asset
shall be allocated to the Fund to which it would have been allocated in accordance with
the provisions of paragraphs 14.1 to 14.3 had it been a Transferred Asset.

15. ALLOCATION OF LIABILITIES

15.1 On the Transfer Date but with effect from the Effective Date, the following shall be
allocated to the NPI WP Fund:
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(a) all Transferred Liabilities attributable to the WP Investment Element of any NPIL
UWP Policy immediately prior to the Transfer Date;

(b) all liabilities attributable to the Excluded Policies Reassurance Arrangement, to
the extent that such liabilities relate to any Long-Term Insurance Business to
which any Transferred Asset falling within paragraph 14.1 relates;

(c) the liability to indemnify the Transferors pursuant to paragraph 8.3, to the extent
that the payment or property to which such indemnity relates is allocated by
paragraph 14.1 to the NPI WP Fund; and

(d) the liability to discharge liabilities on each Transferor's behalf, or failing that to
indemnify each Transferor, pursuant to paragraph 9.1 and the liability to indemnify
each Transferor pursuant to paragraph 9.2, to the extent that such liability relates
to any Long-Term Insurance Business to which any Transferred Liability falling
within paragraph 15.1(a) relates.

15.2 On the Transfer Date but with effect from the Effective Date, the following shall be
allocated to the Non-Profit Fund:

(a) all Transferred Liabilities allocated to the Long-Term Insurance Fund of NPIL
immediately prior to the Transfer Date, other than those Transferred Liabilities
attributable to the WP Investment Element of any NPIL UWP Policy;

(b) all Transferred Liabilities of NPLL immediately prior to the Transfer Date;

(c) all liabilities attributable to the Excluded Policies Reassurance Arrangement, to
the extent that such liabilities relate to any Long-Term Insurance Business to
which any Transferred Asset falling within paragraph 14.2 relates;

(d) the liability to indemnify the Transferors pursuant to paragraph 8.3, to the extent
that the payment or property to which such indemnity relates is allocated by
paragraph 14.2 to the Non-Profit Fund; and

(e) the liability to discharge liabilities on each Transferor's behalf, or failing that to
indemnify each Transferor, pursuant to paragraph 9.1 and the liability to indemnify
each Transferor pursuant to paragraph 9.2, to the extent that such liability relates
to any Long-Term Insurance Business to which any Transferred Liability falling
within paragraph 15.2(a) or paragraph 15.2(b) relates.

15.3 On the Transfer Date but with effect from the Effective Date, the Transferred Liabilities
allocated to the Shareholders' Fund of NPIL immediately prior to the Transfer Date,
including the liabilities attributable to the interest of the shareholders of NPIL in its Long-
Term Insurance Fund, shall be allocated to the Phoenix Shareholders' Fund.

15.4 On and with effect from the applicable Subsequent Transfer Date, each Residual Liability
shall be allocated to the Fund to which it would have been allocated in accordance with
the provisions of paragraphs 15.1 to 15.3 had it been a Transferred Liability.

15.5 If any doubt or difference shall arise as to the allocation or attribution of any Transferred
Asset, Transferred Liability, Residual Asset or Residual Liability in accordance with this
Scheme, the same shall be determined by the Phoenix Board, having obtained
appropriate actuarial advice.
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16. LINKED FUNDS

16.1 On the Transfer Date but with effect from the Effective Date, the property and any
associated liabilities comprised in each Linked Fund of NPIL shall be allocated to and
become comprised in a corresponding Linked Fund of Phoenix within the Non-Profit
Fund, comprising immediately following the Transfer Date the same number and value of
units as were comprised within the relevant Linked Fund of NPIL immediately prior to the
Transfer Date.

16.2 On the Transfer Date but with effect from the Effective Date:

(a) subject always to the provisions of this paragraph 16, in relation to any benefits
under Transferred Policies which are linked to a Linked Fund of Phoenix pursuant
to paragraph 16.1, Phoenix shall become entitled to the same rights and powers
and be subject to the same duties and liabilities as applied to NPIL in relation to
the corresponding Linked Fund of NPIL immediately prior to the Transfer Date;
and

(b) benefits under any Transferred Policy which, immediately prior to the Transfer
Date, were linked to anyone or more Linked Fund(s) of NPIL shall become linked
to the corresponding Linked Fund(s) of Phoenix and Phoenix shall allocate to
each such Transferred Policy the same number and classes of units in the
corresponding Linked Fund(s) of Phoenix as the number and classes of units in
the relevant Linked Fund(s) of NPIL which were allocated to the Transferred
Policy immediately prior to the Transfer Date.

16.3 If any property comprised in a Linked Fund of NPIL falls within the provrsions of
paragraph 8.1, all interests and rights in relation to such property shall be allocated to the
relevant Linked Fund of Phoenix to which such property would, had it been a Transferred
Asset, have been allocated.

16.4 On and with effect from the relevant Subsequent Transfer Date, each Residual Asset
which is comprised in a Linked Fund of NPIL shall be allocated to the Linked Fund of
Phoenix to which it would have been allocated pursuant to this paragraph 16 had it been
a Transferred Asset.

17. COSTS AND EXPENSES

The costs and expenses incurred by Phoenix and the Transferors in relation to the
preparation and carrying into effect of this Scheme, whether before, on or after the
Transfer Date, shall be borne by the Phoenix Shareholders' Fund.
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PART E - OPERATION OF THE PHOENIX LONG-TERM INSURANCE FUND

18. OPERATION OF THE EXISTING PHOENIX SCHEMES

18.1 The Existing Phoenix Schemes shall, except as otherwise set out in this Scheme,
continue in full force and effect on the basis that the NPI WP Fund shall be an additional
WP Fund for the purposes of the Phoenix 2009 Scheme.

18.2 Except as otherwise provided in this Scheme, the Phoenix Long-Term Insurance Fund
shall be operated in accordance with Parts E and G of the Phoenix 2009 Scheme in
relation to the NPI WP Fund and on the basis that (without limitation) paragraphs 25
(Oebits and Credits) and 28 (With Profits Committee and SPI FSC) of the Phoenix 2009
Scheme shall apply in relation to the NPI WP Fund on the basis that the NPI WP Fund is
a WP Fund of Phoenix.

19. MAINTENANCE OF PHOENIX SUB-FUNDS

Nothing in this Scheme shall at any time prevent Phoenix from:

(a) establishing and maintaining other Long-Term Insurance Funds or other sub-
funds of the Phoenix Long-Term Insurance Fund and writing in or reassuring to
any such other Long-Term Insurance Funds or sub-funds any new Long-Term
Insurance Business or any business of other Long-Term Insurance Funds or sub-
funds of Phoenix;

(b) writing in or reassuring to any Fund any business;

(c) writing in or reassuring to any Fund, Policies issued pursuant to rights or options
under the terms of the Transferred Policies; or

(d) establishing and maintaining new Linked Funds.

20. MERGER AND CLOSURE OF FORMER NPIL LINKED FUNDS

20.1 The provisions of this paragraph 20 shall apply to the management of each Former NPIL
Linked Fund but not, for the avoidance of doubt, to any other Linked Fund established or
maintained by Phoenix either before or after the Transfer Date.

20.2 Subject to paragraph 20.3 below and unless the Phoenix Board, having obtained the
advice of the Phoenix Actuary, should consider it impracticable or inappropriate having
regard to the interests of the relevant policyholders, Phoenix shall be at liberty at any time
and from time to time to:

(a) amalgamate any Former NPIL Linked Fund or any part or parts thereof with any
other Linked Fund or any part or parts thereof, or divide any Former NPIL Linked
Fund into one or more Linked Funds, or change the name or designation of any
Former NPIL Linked Fund, or effect any combination of the aforesaid; and

(b) modify or enlarge the investment objectives of any Former NPIL Linked Funds to
permit investment in assets which are reasonably similar to, or provide reasonably
similar investment exposure to, those then held or permitted to be held in that
Former NPIL Linked Fund,

on such terms as the Phoenix Board shall consider equitable as between the
policyholders affected thereby (having obtained the advice of the Phoenix Actuary).

20.3 Phoenix shall not take any step pursuant to paragraph 20.2 which would be precluded by
the terms of affected Policies unless it has first obtained the permission of the Court
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(either generally or in relation to any specific step that is proposed). In seeking such
permission, Phoenix shall give the holders of Policies affected by the proposed step not
less than 6 weeks notice of its intention to seek such permission, providing that, for the
purposes of giving such notice (and unless the FSA shall direct otherwise), Phoenix shall
not be required:

(a) to place any advertisements in any newspaper or any of the London, Edinburgh or
Belfast Gazettes;

(b) to write to the holder of (or person otherwise interested in) any Policy affected by
the proposed step where the terms of that Policy either would not be varied or
breached by the proposed step or expressly permit the proposed step; and

(c) to notify the holder of (or person otherwise interested in) any Policy which has
lapsed prior to the date of giving such notice or which is due to mature before the
date on which the proposed step would take effect (or, where permission is sought
generally, the date on which the application for permission is sought).

20.4 On and with effect from the Transfer Date, Phoenix will be at liberty at any time and from
time to time to wind up any Former NPIL Linked Funds where the value of the assets of
such fund is less than £5 million (increased annually from 31 December 2006 at the
annual rate of increase of the RPI in the preceding calendar year) (or the equivalent in
other currencies) or such other amount below which the Phoenix Board, having obtained
the advice of the Phoenix Actuary, considers that maintenance of the Former NPIL Linked
Fund in question is no longer administratively feasible.

20.5 In the event that Phoenix determines to wind up a Former NPIL Linked Fund pursuant to
paragraph 20.4, it shall cancel units in that Former NPIL Linked Fund allocated to Policies
and allocate to the relevant policyholders, without charge, new units of an equal value (as
determined by the Phoenix Board, having obtained the advice of the Phoenix Actuary) in
a different Linked Fund in substitution for the cancelled units. The substitute Linked Fund
shall be a fund from among those available from Phoenix at the time to holders of Policies
of the same class as the Policies held by the relevant policyholders and which, in the
opinion of the Phoenix Board, having obtained the advice of the Phoenix Actuary,
provides reasonably equivalent investment exposure to the Former NPIL Linked Fund so
wound up.

20.6 Where any policyholder is affected by the application of paragraph 20.2 or 20.4:

(a) without prejudice to any entitlement for a policyholder to effect a Switch under the
terms of his Policy, one Switch shall be permitted by Phoenix, even where such
Switch was not permitted under the terms of the Policy, from the affected fund or
funds into one or more funds to which that policyholder's Policy is, by its terms,
linked, provided this Switch is effected within 12 months after the relevant change
has occurred; and

(b) any switching charge that would otherwise apply as a consequence of such
Switch during the period from the date when he receives notification that his policy
may be affected until the date 12 months after the relevant change has occurred
shall be waived in respect of the first (but not any subsequent) occasion when
such charge would have applied.

If such a Policy is linked to two or more funds, this paragraph 20.6 shall apply separately
in respect of each such fund that is the subject of the application of paragraph 20.2 or
20.4, as the case may be.
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20.7 In the event that the Phoenix Board, having obtained the advice of the Phoenix Actuary,
considers that any group of policyholders may have been disadvantaged financially by
any action taken pursuant to the provisions of this paragraph 20, the Phoenix Board shall
consider whether appropriate compensation should be contributed to the relevant Linked
Fund.

21. MERGER AND CLOSURE OF THE NPI WP FUND

21.1 Subject to paragraph 21.4, the provisions of paragraph 23 (Merger and closure of the
100% WP Fund, the 90% WP Fund, the Alba WP Fund, the Phoenix WP Fund, the
Britannic WP Fund, the SM WP Fund and the SPI WP Fund) of the Phoenix 2009
Scheme shall apply in respect of the NPI WP Fund and to Policies allocated or reassured
to that Fund as if the NPI WP Fund were a Relevant With-Profits Fund falling within
paragraph 23.1(i) of the Phoenix 2009 Scheme (under which, for the avoidance of doubt,
Phoenix shall be required to close the NPI WP Fund if the statutory liabilities (gross of
reassurance) relating to With-Profits Policies allocated or reassured to the NPI WP Fund
fall below £50 million) and as if:

(a) the scale of bonuses referred to in paragraph 23.1 of the Phoenix 2009 Scheme
as appropriate in relation to the NPI WP Fund was that determined in accordance
with paragraphs 21.2 and 21.3 below;

(b) paragraph 23.4 of the Phoenix 2009 Scheme applied to the NPI WP Fund by
reference to the scale determined in accordance with paragraphs 21.2 and 21.3
below; and

(c) the reference in paragraph 23.5(B) of the Phoenix 2009 Scheme to "this Scheme"
were a reference to this Scheme and the Phoenix 2009 Scheme.

21.2 If the NPI WP Fund is to be merged with the Non-Profit Fund in accordance with
paragraph 21.1, then the Phoenix Board, having obtained appropriate actuarial advice,
shall calculate the surplus then existing and likely to arise in the NPI WP Fund on a basis
which reflects current and likely financial and other circumstances, without any allowance
for the declaration of future bonuses.

21.3 100 per cent. of the total surplus determined in accordance with paragraph 21.2 shall be
used to determine a scale of guaranteed increases in benefit for With-Profits Policies then
allocated or reassured to the NPI WP Fund which will be applicable for all future years
until the termination (in accordance with their terms) of each of the remaining With-Profits
Policies allocated or reassured to the NPI WP Fund which are entitled to receive
guaranteed increases in benefit under that scale and such Policies shall thereafter have
no further right to participate in any of the profits of Phoenix.

21.4 The provisions of paragraph 21.1 shall not apply to the NPI WP Fund for so long as
substantially all (as determined by the Phoenix Board, having obtained appropriate
actuarial advice) of the Long-Term Insurance Business comprised within the NPI WP
Fund (including the liabilities under the WP Investment Element of NPIL UWP Policies
allocated to the NPI WP Fund pursuant to paragraph 26) is wholly reassured to another
Fund, company or person.

22. DISTRIBUTIONS OF SURPLUS WITHIN PHOENIX

The provisions of paragraph 24 (Distributions of surplus within Phoenix) of the Phoenix
2009 Scheme shall apply in respect of the NPI WP Fund (and the Policies or benefits
allocated or reassured to it) as if:
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(a) the references in paragraph 24.2 of the Phoenix 2009 Scheme to a "Transferor"
were references to NPIL, the references in that paragraph to "Transferred
Policies" were references to Transferred Policies comprised in the NPIL
Transferred Business and either allocated or reassured to the NPI WP Fund from
time to time (as such terms are defined in this Scheme), and as if references in
that paragraph to the "Effective Date" were references to the Effective Date as
defined in this Scheme, with references to the PPFM being construed accordingly;

(b) the reference in paragraph 24.3 of the Phoenix 2009 Scheme to "this Scheme"
were a reference to the Phoenix 2009 Scheme and this Scheme;

(c) paragraphs 24.4 of the Phoenix 2009 Scheme applied in respect of surplus arising
within the NPI WP Fund; and

(d) paragraph 24.6 of the Phoenix 2009 Scheme applied in respect of the NPI WP
Fund as if the references to "Policies" in that paragraph included a reference to
Policies allocated or reassured to the NPI WP Fund and as if the reference to
reassurance pursuant to paragraph 6.1 of the Phoenix 2009 Scheme was a
reference to paragraph 6.1 of this Scheme and the references to the PPFM shall
be construed accordingly.

23. DEBITS AND CREDITS

In addition to the amounts permitted or required by the Phoenix 2009 Scheme to be
credited to, transferred from or debited or charged to any WP Fund, Phoenix shall be
entitled to credit to, transfer from or debit or charge to the NPI WP Fund any amount
permitted or required by this Scheme.

24. CAPITAL SUPPORT AND THE PHOENIX CAPITAL POLICY

Paragraph 27 (Capital support and the Phoenix Capital Policy) of the Phoenix 2009
Scheme shall apply in relation to the NPI WP Fund on the basis that the NPI WP Fund is
a WP Fund of Phoenix, save that, for so long as substantially all (as determined by the
Phoenix Board, having obtained appropriate actuarial advice) of the Long-Term Insurance
Business comprised within the NPI WP Fund (including the liabilities under the WP
Investment Element of NPIL UWP Policies allocated to the NPI WP Fund pursuant to
paragraph 26) is wholly reassured to another Fund, company or person, the terms of
paragraph 3 of Schedule 7 (Phoenix Capital Policy) shall be read and construed in
relation to the NPI WP Fund as though the words "(or £5m if greater)" were not included.

25. FUTURE FINANCIAL MANAGEMENT OF THE NPI WP FUND

25.1 Subject to paragraph 25.3, Phoenix shall manage its affairs in accordance with applicable
laws and regulatory requirements from time to time and in particular shall manage the NPI
WP Fund in accordance with applicable principles and practices of financial management,
as amended from time to time, as required pursuant to COBS 20.3.1 R or any successor
provision.

25.2 The Phoenix Board shall (save to the extent that such practice is inconsistent with the
provisions of this Scheme) manage the NPI WP Fund having regard to the established
practices of NPIL as set out, from time to time, in its PPFM prior to the Transfer Date, as
they applied in respect of the Long-Term Insurance Fund of NPIL or the Transferred
Policies comprised therein.

25.3 In the event of inconsistency between the provisions of this Scheme and applicable
regulatory requirements from time to time, the provisions of this Scheme shall prevail to
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the extent not inconsistent with mandatory laws (other than those arising from FSA
Rules).

26. TREATMENT OF THE WP INVESTMENT ELEMENT OF NPIL UWP POLICIES

26.1 On and with effect from the Effective Date, the liabilities under the WP Investment
Element of NPIL UWP Policies shall be allocated to the NPI WP Fund.

26.2 The WP Investment Element of premiums paid (other than amounts arising as a result of
switches from unit linked investment or index-linked investment to with-profits investment
in accordance with paragraph 26.5 below) in respect of each NPIL UWP Policy shall be
allocated to the NPI WP Fund and applied to purchase WP Units in respect of the relevant
Policy.

26.3 Bonuses and market value reductions in respect of NPIL UWP Policies shall be set by the
With-Profits Committee, having obtained appropriate actuarial advice.

26.4 On any claim (whether arising by reason of death, disability, maturity, surrender or
otherwise other than in relation to a switch from with-profits investments in accordance
with paragraph 26.6 below) or in respect of any charges, expenses or fees payable under
the terms of a Policy referred to in paragraph 26.2 above, the Cost of the WP Element
under any NPIL UWP Policy shall be re-allocated from the NPI WP Fund to the Non-Profit
Fund and WP Units allocated to the relevant Policy in the NPI WP Fund shall be
cancelled.

26.5 If at any time a switch is made from unit linked investment or index-linked investment to
with-profits investment in respect of a NPIL UWP Policy, assets having an appropriate
value shall be re-allocated from the Non-Profit Fund to the NPI WP Fund and applied to
purchase WP Units and, where appropriate, units in the relevant Linked Funds shall be
cancelled.

26.6 If at any time a switch is made from with-profits investment to unit linked investment or
index-linked investment in respect of a NPIL UWP Policy, assets having an appropriate
value shall be re-allocated from the NPI WP Fund to the Non-Profit Fund and, in the case
of a switch to unit linked investment, applied to purchase units in the relevant Linked
Funds and WP Units shall be cancelled in respect of the amount switched.

26.7 Nothing in this paragraph 26 shall prevent Phoenix (having obtained appropriate actuarial
advice) from replacing the arrangement established pursuant to paragraph 26.1 with an
equivalent arrangement under which a WP Fund other than the NPI WP Fund becomes
liable for the liabilities under the WP Investment Element of NPIL UWP Policies, providing
that the terms of such replacement arrangement are otherwise consistent with the terms
of this paragraph 26 and the With-Profits Committee has agreed to such change.

27. RELEASE OF THE NPIL UNIT LINKED SCHEME

On and with effect from the Transfer Date or, if and to the extent so permitted by the
provisions of this Scheme, the Effective Date, this Scheme shall supersede the whole of
the NPIL Unit Linked Scheme, whose provisions shall be replaced by the provisions of
this Scheme and cease to have effect. This shall be without prejudice to any accrued or
pre-existing rights and liabilities under the NPIL Unit Linked Scheme as between NPIL,
any former policyholders of PAULP, PAUF and LLLA and any other person which remain
to be fulfilled or which are capable of being exercised immediately prior to the Transfer
Date (except to the extent that such liabilities or rights are modified by the terms of this
Scheme). Such rights and liabilities of NPIL shall transfer to Phoenix pursuant to this
Scheme.
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28. DELAY IN ALLOCATIONS TO THE FUNDS

If there is, for any reason, any delay (for which provision is not expressly made in this
Scheme) in the allocation of any receipt, payment or other item to a Fund or the Phoenix
Shareholders' Fund in accordance with this Scheme, the Phoenix Board, having obtained
appropriate actuarial advice and subject to FSMA, shall make such adjustment, including
to allow for investment return earned during the period from (and excluding) the Effective
Date to (and including) the date on which such adjustment is made, between such funds
as it considers appropriate in accordance with the principles underlying this Scheme to
take account of such delay.
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PART F - TAXATION

29. TAXATION OF THE NPI WP FUND

The provisions of paragraph 33 of the Phoenix 2009 Scheme shall apply in respect of the
NPI WP Fund as if:

(a) the NPI WP Fund were included in the list of WP Funds to be treated, for the
purposes of paragraph 33.1 of the Phoenix 2009 Scheme, as a separate mutual
life assurance company; and

(b) the references in paragraph 33.2(A) of the Phoenix 2009 Scheme to "Effective
Date", "Transferred Assets", "Transferred Liabilities", "Residual Assets", "Residual
Liabilities" and "Transferred Policies" under the Phoenix 2009 Scheme were
references to those terms as defined in this Scheme and as if the reference in that
paragraph to the "reinsurance of Excluded Policies" were a reference to the
reassurance of Excluded Policies pursuant to paragraph 6 of this Scheme.
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PART G - MISCELLANEOUS PROVISIONS

30. TRANSFER DATE AND EFFECTIVE DATE

30.1 This Scheme shall become operative at 00:01 GMT on [27 February 2012] or such other
time and date as the Transferors and Phoenix may agree (being a date and time falling
after the making of the Order sanctioning this Scheme).

30.2 Unless this Scheme shall have become operative on or before [27 May 2012] or such
later date, if any, as each of the Transferors and Phoenix may approve and the Court may
allow, this Scheme shall lapse.

30.3 In so far as this Scheme creates rights and obligations that exist only between the parties
to it, it shall so far as possible be treated as having become effective as between the
parties on the Effective Date, including, without prejudice to the generality of the
foregoing, for accounting purposes and for determining the level of policyholder benefits,
and references in this Scheme to the Effective Date and the phrase "with effect from the
Effective Date" shall be construed accordingly.

30.4 No transfer of any asset nor allocation of any liability made under this Scheme shall be
treated, if and to the extent that such transfer or allocation would affect the legal rights or
obligations of any third party, as being effective with regard to that third party before the
Transfer Date.

30.5 Any Transferred Asset which ceases to be an asset of a Transferor between the Effective
Date and the Transfer Date shall be deemed to have been disposed of by Phoenix at the
date on which it was disposed of by the relevant Transferor and any Transferred Asset
which is acquired by a Transferor between the Effective Date and the Transfer Date shall
be deemed to have been acquired by Phoenix at the date on which it was acquired by the
relevant Transferor.

30.6 Any Transferred Liability which ceases to be a liability of a Transferor between the
Effective Date and the Transfer Date shall be deemed to have been discharged by
Phoenix at the date on which it was discharged by the relevant Transferor and any
Transferred Liability which becomes a liability of a Transferor between the Effective Date
and the Transfer Date shall be deemed to have become a liability of Phoenix at the date
on which it became a liability of the relevant Transferor.

31. MODIFICATION OR ADDITIONS

31.1 The Transferors and Phoenix may consent for and on behalf of the parties hereto and all
other persons concerned to any modification of or addition to this Scheme or to any
further condition or provision affecting the same which, prior to its sanction of this
Scheme, the Court may approve or impose.

31.2 Subject to paragraph 31.4, at any time after the sanction of this Scheme, Phoenix shall be
at liberty to apply to the Court for consent to amend its terms, provided that in any such
case:

(a) the FSA shall be notified of and have the right to be heard at any hearing of the
Court at which such application is considered; and

(b) such application shall be accompanied by a certificate from an independent
actuary to the effect that in his opinion the proposed amendment will not:

(i) adversely affect the reasonable expectations of the holders of Policies of
Phoenix immediately prior to the Transfer Date; or
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(ii) adversely affect the reasonable expectations of the holders of Transferred
Policies or Excluded Policies.

31.3 If such consent is granted, Phoenix may amend the terms of this Scheme in accordance
with such consent.

31.4 The consent of the Court shall not be required in relation to minor and/or technical
amendments to the terms of this Scheme (including amendments to correct manifest
errors) that may be identified by the Phoenix Board, provided that the FSA has been
notified of the same and has indicated that it does not object thereto.

32. THIRD PARTY RIGHTS

It is not intended that any person who is not a party to this Scheme may enforce any of its
terms, whether by virtue of the Contracts (Rights of Third Parties) Act 1999 or otherwise.

33. GOVERNING LAW

This Scheme shall be governed by and construed in accordance with English law.

Dated: [oj
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SCHEDULE

NPIL Pension Schemes

1. The Pearl Unit Linked Personal Pension Scheme (formerly know as the Pearl Assurance
(Unit Linked Pensions) Limited Personal Pension Scheme (No.1).

2. The Pearl Stakeholder Pension Scheme.

3. The NPI Stakeholder Pension Scheme.

4. The NPI Limited Personal Pension Scheme.

5. The NPI Limited Free-Standing AVe Scheme.
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