


Customer satisfaction. How we measure up
(and what we're doing when we don't).

Where we've come from and
where we're going

We set up Pearl Group in 2005 with one simple aim:
to improve the returns to policyholders of our closed
funds. ("Closed’ funds are those that are closed to
new business — often many years ago).

We also wanted to make life easier in other ways too.
We know we have a big job on our hands to update
and change our systems and documents. So we're
working on it. In the meantime, we're finding out
what our customers think, need and want.

So this report covers two pieces of research. The ABI
(Association of British Insurers) industry survey which
interviewed ¢1,500 customers spread across Pearl,
NPl and London Life in September and October 2007.
And the c1,800 more who responded to our own
customer questionnaires. (Thank you).

It also tells you what we're doing to respond.
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ABI. The ABC of
policyholder research

The ABI runs an annual Customer Impact
Survey — currently involving 32 life, pensions
and investment companies.

Its aim is to improve ‘customer experience
against 3 core commitments’:

1. Developing and promoting products and
services which meet the needs of customers.

2. Providing customers with clear information
and good service when they buy products.*

3.  Maintaining appropriate and effective
relationships with customers, providing
them with a good service after they have
bought a product.

We've signed up to these aims. At Board level,
we commit to introducing measures to meet these
aims — and to being measured against them.

We first took part in the 2006 survey — with just
customers from Pearl. But for 2007, our results
cover NPl and London Life, too.

* Please note, we're not able to participate in the questions
related to commitment 2 — ‘providing customers with clear
information and good service when they buy products’ —
because we no longer sell new products.
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ABI Customer Commitment 1
Developing and promoting
products and services

Total score from all questrons in this category
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Our poorest smgle score —

2006

2,686 responses
Pearl only

61 %

Satisfaction score ‘excellent’,
‘very good’ and ‘good’
Industry average 79%

2007

7,579 responses
Pearl, London Life and NPI

51%

Satisfaction score ‘excellent’,
‘very good’ and ‘good’
Industry average 78%

return on mvestment
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2006

450 responses
Pearl only

520/0

Satisfaction score ‘excellent’,
‘very good’ and ‘good’
Industry average 68%

2007

1,277 responses
Pearl, London Life and NPI

42

Satisfaction score ‘excellent’,
‘very good’ and ‘good’
Industry average 69%
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How we measure

As a closed company, we have one big
difference. We don’t ‘develop and promote’
products. In fact, not one penny is diverted to
chasing new customers.

So, we don't expect to score well —

or even at all — on the ABI questions about
developing and promoting products. But we
are focused on developing services to meet our
customer needs.

Last year, the results for Pearl Group (based on
just Pearl) showed that far and away the area
of most concern was ‘return on investment’.
This year, across three companies the sentiment
is even stronger, with only 42% saying our
investment performance was ‘good’, ‘very
good’ or ‘excellent”.

We agree. It's our main priority.

up...

In 2006 we told Pearl customers how we had
invested heavily in Axial — our own risk and
capital analysis house. It's enabling us to bring
sophisticated modelling, more commonly used
in investment banks, to our customers.

We have also built unigue software.

It allows us to analyse the assets in our funds
—and the risks to them — in increasingly
microscopic detail.

These changes will take time to make a
difference, but already, by reducing risk, we've
been able to increase the amount invested in
equities — from around 25% to a target of 50%
in the Pearl funds and from around 10% to

a target of 35% for some London Life funds

— potentially increasing returns for 1 million
policyholders.

We're also working on a proposal to deliver
more investment options for NPI.
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ABI| Customer Commitment 3
Maintaining appropriate and
effective relationships

Total score from all questions in this category

Industry average 80%

2007

13,735 responses
Pearl, London Life and NPI

66"

Satisfaction score ‘excellent’,
‘very good’ and ‘good’
Industry average 80%
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Our poorest single score — complaint handling

2006

28 responses
Pearl only

227

Satisfaction score ‘excellent’,
‘very good’ and ‘good’
Industry average 31%

1
25
3 2007
108 responses

Pearl, London Life and NPI

127

Satisfaction score ‘excellent’,
‘very good’ and ‘good’
Industry average 23%
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How we measure up...

66% of customers told the ABI we But you also said we need to ensure
were ‘good’, ‘very good’ or ‘excellent’  you can contact the right people more
at ‘maintaining effective relations’ easily, with 63% believing we were
with them. ‘good’, ‘very good'’ or ‘excellent’ at

this. And resolve queries quicker and
And within this category we had a more efficiently 58%

variety of scores:

...and we need to make written
‘Courteous and professional” call communications as clear as possible
centres (81%) and ‘overall service 67%.
satisfaction’ (76 %).

Complaints handling was the biggest
single area of customer service concern
for both us and the industry, with only
12% of you rating us as ‘good’, ‘very
good’ or ‘excellent’.
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New customer Initiatives
Since the last ABI survey we've:

...introduced local rate phone
numbers for all customers calling from
a UK land-line.

...improved our automated telephone
system to help you get though to the
right person faster.

...introduced email contact addresses
for all our customers, to give you
another contact option.

And we're ensuring we reward
employees for being customer focused
with a monthly award scheme for
those who go to extra lengths to help.

The longer-term initiatives we told
Pearl customers about in our 2006
report are progressing well. We're
overhauling the technology and
administration systems used by our
Customer Service teams to ensure they
are better informed and have easier
access to information.

We're also re-writing letters and
statements in English rather than in
lifeinsurancehowcomplexcanwemakeit
speak, and in 2007 we introduced a
customer ‘test panel’ to tell us exactly
what works and what doesn’t so we
can make further improvements. Some
of you will start to see the new-style
letters by the end of 2008.

Our complaint handling
needs to get better.

We're continuing the work
we started in 2006:

...Annual training and awareness
programmes that every one of our
400 customer service employees has
to complete.

...Reviewing the complaints process as
part of how we work, not just a one-
off exercise — to ensure the people
who do the work, and who talk to our
customers, can tell us exactly what
needs to change.

In 2007 we've also introduced follow-
up questionnaires for everyone who
has a complaint to monitor how

we are doing — and address any
outstanding issues.

Our overall aim is straightforward — to
eliminate the causes of complaints...
but we have still got some way to go.
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The latest results

We're often as impatient for improvement as our
customers. Certainly we want to know which
measures are working — and which need more
attention.

So, as well as the ABI annual survey, we've
introduced our own customer satisfaction
surveys whenever people request a transaction,
whether by writing to us, or by phoning us.

These surveys now cover around 1,800
customers — and provide us with a regular
update on our service.

So far, over 85% confirmed we had given them
everything they needed. A similar percentage
said what they received was easy to understand
and jargon free.

Only 51% said they ‘received things within their
expected timescale’...

so we still have work to do.
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What next

For the next year, we'll be working on the
measures we've outlined here — and continuing
on the longer-term work of improving returns
and overhauling our systems.

This May, we acquired the former

Resolution plc companies, making us the
biggest company of our kind in the UK. We'll
be looking closely to see how we can bring the
best levels of service to our 8.3m policyholders.

And, of course, we'll continue to monitor

and report customer views across our
companies. We might look after ‘closed’ funds
— but we're very open about our desire to
make a difference.
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