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SCHEDULE 4

VALUATION REFORT ON
THE PRUDENTIAL ASSURANCE COMPANY LIMITED
AS AT 31 DECEMBER 1995

The Company's long term business consists of:

(a) life, general annuity, pensions, supplementary accident, permanent health and supplementary sickness and
linked long term business which is carried on in the Ordinary branch;

(b) life business which is carried on in the Industrial branch,
This report is divided into three sections. There 1s a separate section for each branch and a third section containing
Forms 60 and 61 which relate to the whole of the long term business.
The information required for Ordinary long term business is shown separately for:
(i) life, general annuity, pensions and linked long term business and
(ii) supplementary accident and permanent health and supplementary sickness business.
The former starts on page 3, the latter on page 56.

Except where specified to the contrary, business issued in the United Kingdom includes business issued in the
Channel Islands and the Isle of Man.

Critical illness rider benefits providing for an acceleration of the sum assured payment are not treated as long term
sickness and accident business and are included in this return in part @) of the Ordinary Branch section. These
benefits are currently attached to certain Hong Kong policies.

The valuation of the liabilities of long term business shown in this report conforms with regulation 64 of The
Insurance Companies Regulations 1994 (as amended).




ORDINARY BRANCH - life, annuity, pensions and linked long term business

1. The investigation relates to 31 December 1995.

2. The previous investigation related to 31 December 1994.

3. (1) Descriptions of non-linked contracts (other than miscellaneous) not fully described by the entry
in column 1 of Form 55

(A) United Kingdom

(Certain contracts are also issued in the Channel Islands and the Isle of Man.)

0]

(i)

Whole life assurances
(UK life assurance business - with participation in profits)

With certain minor exceptions, premiums payable on whole life assurance business issued before 1 July
1988 contractually cease at age 85. Policies issued 40 or more years previously have been made paid-up
for full benefits. During 1996 policies issued in 1956 will be made paid-up for full benefits and they have
been valued ignoring firture premiums. All whole life contracts issued after 30 June 1988 are issued with
limited payment of premiums. Terms are selected at the outset.

Prudence Bond
(UK life assurance business - with participation in profits).

These policies, which were first issued in 1991, are single premium whole life contracts which may be
written on the life of the investor alone or on the joint lives of husband and wife in which case the death
benefit may be payable either on the death of the second to die or on the first death of the two lives
assured.

The death benefit payable is 101% of the bid value of units.

The contracts may be written in both unitised and linked form. The operation of the linked elements of
the contracts is described in 4(1)(A)(i). Premiums are allocated to secure units in a notional with profits
fund. Allocation rates and charges (other than the fund management charge) are the same as for linked
benefits under these contracts. '

The bid price of units is defined as 95% of the appropriate offer price. Prices of units may be increased by
means of bonus declarations. Reversionary bonus interest additions to unit prices ensure that unit prices
are guaranteed not to decrease. A terminal bonus may be added when units are realised to provide
benefits on death or on a switch of units from the fund or when units are encashed.

There is an option to specify regular income withdrawals at the outset of the policy; if the specified level
of income per annum is less than 7.5% of the policy value then such income will not be subject to any
adjustment to reflect market conditions. On other withdrawals, on a switch of units from the fund and on
surrender, an adjustment to reflect market conditions may be applied.

Exit charges on withdrawals other than regular withdrawals were introduced on business written after 31
December 1994. These charges are described in 4(1)(A)().

For business written after 31 December 1994, higher allocation rates were available where comumission is
given up,
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Non-linked contracts UK continued

{iii) Low-cost endovmnent assurances

@)

o)

o)

(UK life assurance business - with participation in profits)
These policies consist of a combination of:

(a) a with-profit endowment assurance: the sum assured is calculated such that on maturity the sum
assured together with a specified proportion of the total annual bonuses (based on the rates in force
at inception and excluding any speciat element) will equal the amount of the mortgage; and

(b) 2 decreasing temporary assurance: the sum assured at any time is the difference between the death
benefit payable from the endowment assurance and the amount required to cover the mortgage, with
a minimum value of zero.

Under the low-start low-cost endowment contract the premium increases by 20% of the initial office
premium on each of the first five policy anniversaries so that the premium payable in the sixth and
subsequent years is twice the preminm payable in the first year. The net premium valuation method has
been adapted to allow for this,

Low-start low-cost endowmenis have not been issued since 31 December 1992,

Pradence Savings Account
(UK Life Assurance Business - With Participation in Profits)

These unitised with profits whole life policies were first issued in July 1994. They are subject to lump
sum and/or regular premiums, Contracts may be issued to a single life, joint lives or for the benefit of a
child, The death benefit is 101% of the bid value of units.

The offer price of units is calculated daily and incorporates bonus interest. The unit price is guaranteed
never to decrease. The bid price is 6% lower than the offer price subject fo any rounding adjustment.
Allocation rates vary according to cumutative contributions to date varying from 100% (up to £6,000) to
103% (£200,000 or more).

A terminal bonus may be added on death or on full or partial withdrawal.

On full or partial withdrawal, the value of units may be adjusted to reflect market conditions. For regular
premium policies surrender values may also be subject to a charge of £180 (£90 for children’s policies)
less bid/offer spreads taken to date.

Bonus units are added at the end of each month provided the value of the account, excluding any terminal
bonus and any adjustment to reflect market conditions, is then at least £4,000 (currently). A higher rate
of bonus units applies when this value is, currently, at least £6,000. Both the £4,000 and £6,000 limits
can be varied at the company’s discretion.

Prudence Family Cover
(UK Life Assurance Business - Without Participation in Profits)

These term assurance policies were first issued in July 1994, They are subject to level monthly
premioms. The benefit is payable on death within the chosen term or if the life assured is diagnosed as
having a terminal illness, defined as one where death is expected within twelve months, The terminal
iilness benefit is not payabie during the final twelve months of the term.

Deferred assurances
(UK Life assurance business - with participation in profits)

These contracts are endowment assurances issued on the life of a child under the age of 16 at entry.




3.

(1) non-linked contracts UK continued

The benefits are as follows:

on death before the attainment of age 16 the premivmns paid without interest (this may be increased
if death occurs between ages 10 and 16);

on death after the attainment of age 16 the sum assured plus bonus additions; and

on maturity the sum assured plus bonus additions.

The policy participates in profits from inception, but bonus additions are payable only when the sum
assured becomes payable on maturity or previous death after the attainment of age 16.

(vii) Deferred annuities

(@)

®

©

@

Individual
(UK General Anmuity business - with participation in profits)

These contracts are individual retirement annuity policies issued in the Channel Islands and the Isle
of Man.

Individual bonds
(UK General Annuity business - without participation in profits)

These contracts are single premium bonds issued for a term of 10 years. The deferred annuity is
issued together with a single premium capital protected temporary annuity, the two components
form the Prudential Income Bond.

The benefits of the deferred annuity component are as follows:

on maturity a guaranteed cash option or alternatively a guaranteed anmuity payable half-yearly in
arrears for 5 years certain and life thereafter; and

on death the total single premium invested under the two components less any death benefit payable
under the capital protected temporary annuity.

These policies have not been issued since 30 June 1988.

Individual
(UK Pension business - with participation in profits)

These contracts are individual retirement annuity policies issued in the United Kingdom excluding
the Channel Islands and the Isle of Man.

New contracts are no longer issued but existing contracts may be topped-up.

Group pension contracts
(UK Pension and General Annuity business - with participation in profits)

The following are deferred annnity contracts:
PCPS (Prudential Company Pension Scheme)
PUS (Pension Unit Scheme)

Each premium paid in respect of a member of the scheme is applied in accordance with the Table of
Rates to provide pension and related benefits on death. The amount of pension payable to a member
is increased by such bonus additions as may be declared. The Company reserves the right to revise
from time to time the rates set out in the Table of Rates upon giving six months notice.

These contracts are no longer actively marketed.
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(1) non-linked contracts UK continued

(viii) Deposit administration contfracts
(UK Pension and General Annuity business - with participation in profits)

@

®)

©

@

CA (group Cash Accumulation)) CAAVC (Cash Accumulation Additional Voeluntary
Contributionsy EPP (Executive Pension Plan), PCRS (Prudential Company Retirement Scheme)
and MPP1 (old style Money Purchase Plan).

Contributions paid are invested, after deductions for expenses and life cover, to provide a fund for
benefits on retirement.

The fund accumulates with compound interest at a basic rate of 4.75% per annum (2.5% per annum
for new monies invested on or after the first scheme renewal date following 15 March 1996) together
with anmal bonuses and any special bonus at retirement (or earlier death) which may be declared.
The basic rate is guaranteed only for contributions invested in the first 5 years of the contract except
for CA and CAAVC where the peried is the first 3 years.

On bulk surrender the value of the fund may be adjusted to reflect market conditions.
PCRS and MPP1 are no longer actively marketed.
PSP (Pension Savings Plan)

Contributions paid are invested, after deduction for any life cover, to provide a fund for benefits on
retirement. There are no deductions for expenses. The fund accummilates with annual bonus
(compounded on a daily basis) and any special bonus at retirement (or earlier death or withdrawal)
which may be declared.

On bulk surrender the value of the fund may be adjusted to reflect market conditions.
Bond 32 (Pension Transfer Bond 32 (old style))

This policy is primarily a deposit administration contract where a transfer value is used to secure an
individual pension arrangement for early leavers from Occupational Pension Schemes. The contract
is no longer actively marketed.

The transfer value, applied as a single premium, is accumulated in an individual Cash Accumulation
fund subject to the same conditions as outlined in (a) above. For early leavers who have been
contracted out of the State Earnings Related Pension Scheme, the Guaranteed Minimum Pension
(GMP) is, wherever possible, secured in the CA fund. However, where the transfer value is
insufficient to secure the full GMP within the CA fund, part of the transfer value is applied to secure
a non-participating deferred annuity (normally vesting at State Pensionable Age) with related
benefits on death. The bases on which GMP is deemed to be secured by the CA fund assume a
minimum basic rate of accumulation of 4% per annum compound throughout for policies written
from 1 January 1986 to 31 October 1986 and 6.75% per annum compound for policies written from
1 November 1986,

On surrender the value of the fund may be adjusted to reflect market conditions.
Group Additional Voluntary Contribution (4VC) contract with alternative investment options

As an alternative to Cash Accemulation investment for AVC's (which is included under (a) above)
these contracts also offer investment in either the AVC Deposit Fund or provide unit linked benefits
(as described in 4.(D)(A)}(xii)).

The AVC Deposit Fund is a deposit administration arrangement whereby after deduction of
expenses and, if applicable, life cover, contributions are invested in a fund which accumulates at
rates of interest linked to market rates to provide benefits on retirement or earlier death. Future
interest rates are not guaranteed.

On bulk surrender the value of the fund may be adjusted to reflect market conditions.
6




3. (1) non-linked contracts UK continued

(ix) Individual Personal Pension Policy, Individual Personal Pension Scheme, Individual Free-Standing
Additional Voluntary Contribution Scheme, PPA (Individual Personal Pension Accounts), EPP2/3/4
(Executive Pension Plans Series 2, 3 and 4 contracts), PPP (Personal Pension Plan), FSAVC (Free
Standing Additional Voluntary Contributions), EIB (Exempt Investment Bond), EIA (Exempt
Investment Account)

(UK Pension business: with participation in profits)

Personal Pension Policy, Personal Pension Scheme and Free-Standing Additional Voluntary Contribution
Scheme contracts are written in unitised form. After deduction of a policy fee and any charge for waiver
of premium supplement, premiums are allocated to secure units in notional with-profit funds at the

following rates:
Regular premium %
Under £100 per month 100
£100 per month or more 102

These percentages are increased to 103% and 105% respectively after 10 years from either
commencement or top-up, as appropriate,

Single premium %
Under £1,000 95
£1,000 to £4,999 100
£5,000 or more 101

For certain transfer values the allocation rates are increased to 97%, 102% and 103% respectively.

For rebate and incentive contributions paid to an Individual Personal Pension Scheme by the Department
of Social Security the allocation rate is 100%.

PPA, EPP 2/3/4 and PPP contracts offer linked benefits in addition to those in unitised form. The
operation of the linked elements of the contracts is described in 4.(1)(A). After deduction of a policy fee,
premiums are allocated to secure units in notional with-profit funds. Allocation rates, charges and loyalty
bonus are the same as for linked benefits under these contracts {described in 4.(1)(A)).

On disinvestment from the With Profits Fund other than at the selected pension date or on death, there
may be an adjustment to reflect market conditions.

Notional funds are of two types: short term (appropriate for some policies with terms of 5 years or less)
and long term, with bid prices being defined as 95% of the appropriate offer price. Prices of units may be
increased by means of bonus declarations. Reversionary bonus interest additions to unit prices ensure that
the unit prices are guaranteed not to decrease. A terminal bonus interest addition may be made in the
case of long term funds to augment the amount of the fund on realisation to provide benefits on death or
vesting, or to meet periodic charges where these cannot be otherwise levied against premiums. Terminal
bonus interest may also be added to long term funds at the end of the original term of the policy, although
vesting may then be deferred with the option to switch from long term to short term funds.

Annuity rates for the provision of pension benefits are not guaranteed, and the amount of fund available
to provide retirement benefits or a transfer value other than at the end of the original term is not
guaranteed in the case of the long term funds. On each anniversary of the commencement of Personal
Pension Policy, Personal Pension Scheme and Free-Standing Additional Voluntary Contribution Scheme
contracts, for a maximum of 25 years, 5% of the remaining units secured by regular premiums due in the
first year of payment are cancelled. This applies separately to each increase in the level of regular
premiums.

EPP 2/3/4 contracts contain the facility for temporary assurance cover to be secured on a monthly basis by
cancellation of units. The mortality rates used to charge for the cover may be varied by the Company at
short notice.
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non-linked contracts UK continued

EIB and EIA contracts are similar to the PPA contracts described above except that there is no short term
with-profit fund and there may not be a fixed vesting date.

FSAVC contracts are no longer actively marketed.

GPP1 (Grouped Personal Pension Scheme (Old)), GPP2 (Group Personal Pension Scheme (New)),
PTP (Pension Transfer Plan), MPP2 (new style Money Purchase Plan)
(UK Pension business: with participation in profits)

These contracts ate written in unitised form and each offers a unit-linked option in addition to a
with-profits investment, Full details of these contracts are given under linked business set out in
4 (1)(A)x). The amount of premium invested on 2 non-linked basis and the corresponding liability are
shown in Form 55.

PTB32 (Pension Transfer Bond 32), WP Inv Acc (With-Profits Investment Acconnt)
(UK Pension business: with participation in profits)

These contracts are written in unitised form but without 2 unit-linked option.
(a) PIB32

The PTB32 is a unitised with-profits investment contract for transfer values from occupational
pension schemes and provides pension and lump sum benefits on retirement or death. The contract
secures GMP in respect of members who were contracted out of the State Earnings Related Pension
Scheme (SERPS).

All monies received purchase units from which a policy fee of £10 per annum is deducted by
cancellation of units. The allocation to purchase units depends upon the commission taken, the size
of the transfer value and the term to selected pension date. The allocation is at least 99%. Where a
GMP is to be guaranteed all or part of the transfer value purchases special units in the With-Profits
Fund. This fund receives a different rate of bonus from other units but receives the same allocations.
The value of the benefits is the bid value of the units but this may be adjusted to reflect market
conditions on early retirement or surrender.

&) WPInv Acc

This is a unitised with-profits investment contract for self administered defined benefit or money
purchase schemes.

The contract receives recurrent single premiums and money is redeemed to provide retirement and
death benefits from the scheme as they fall due. The allocation to purchase units at the offer price is
105% (less any commission) or 100% at bid price (where no commission is payable). There is an
annual charge on each scheme to meet the cost of claim payments. The charge is based on the size
of the scheme. The charge for schemes of less than 100 members is £250 per annum and rises to
£1250 per annum for schemes of over 700 members. The full value of units is provided in respect of
units realised to meet retirement or death claims. The benefit on withdrawal is based on the full
value of the units realised but may be adjusted to reflect market conditions.

(xii) SPO (Secured Pensions Options) and SAO (Secured Annuity Option) Funds

(UK Pension business: without participation in profits)

The SPO and SAQO Funds are unitised arrangements available to investors within 5 years of retirement to
enable them to obtain a guaranteed interest rate on which their pension will be calculated.

The contracts accept regular premiums, single premiums and transfer values. These contributions are
used to buy units at a guaranteed offer price. This price is the value of a single life anmuity at the date of
effecting the SPO or SAO, and is based on an interest rate linked to the Corporate Pensions immediate
annuity interest rate (the guaranteed interest rate). The guaranteed bid price is equal to 95% of the
guaranteed offer price.
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(1) non-linked contracts UK continued

Additional units are earned on the purchased units at the guaranteed interest rate Jess a deduction of a
0.75% per annum management charge. A policy fee of £10 per annum (£18 per annum if regular
contributions are paid) is deducted by cancellation of units each year.

At retirement the guaranteed bid value of the member's units is available to purchase an annuity with the
Company at the guaranteed rate of interest. The format of this annuity is chosen by the member at that
date. If 2 member retires early after having contracted to make further contributions into the SPO or SAO
then there may be a charge to cover any losses incurred in respect of contributions not paid. There is no
cash option facility on this contract,

On death before retirement, the guaranteed bid value of the units is payable. If the member takes an Open
Market Option, the bid value of units based on the interest rates ruling at retirement is paid.

(xiii) Anruities in payment

These comprise:

@

®

©

@

@

Immediate single life annuities
(UK General Annuity business - without participation in profits)

An annuity is payable thronghout the lifetime of the annuitant. Alternatively the annuity can
incorporate a minimum guaranteed period of payment or a provision that, on death, the Company
will pay the excess, if any, of the purchase money over the total gross annuity payments made.

A small proportion of these derive from individual retirement annuity policies issued in the Channel
Islands and the Isle of Man.

Joint life and last survivor annuities
(UK General Annuity business - without participation in profits)

An anmuity is payable for so long as either life may survive (in some cases the annuity reduces on
first death). Alternatively the annuity can incorporate a minimum guaranteed period of payment or
a provision that, on the death of the last survivor, the Company will return the excess, if any, of the
purchase money over the total gross annuity payments made.

A small proportion of these derive from individual retirement annuity policies issued in the Channel
Istands and the Isle of Man.

Temporary annuities and capital protected temporary annuities
(UK General Annuity business - without participation in profits)

An annuity is payable for a specified term of years or until the earlier death of the annuitant.
Alternatively the annuity can incorporate a guarantee that in the event of death during the specified
term the Company will return the excess, if any, of the purchase money over the total gross annuity
payments made.

Individual (level and escalating) annuities
{UK Pension and General Annuity business - without participation in profits)

These are individual annuities, either single life or joint life and last survivor, which provide a level
series of payments or incorporate a provision to increase payments annually at a guaranteed rate.
Any annuity may incorporate a minimum guaranteed period of payment.

Group pension (level and escalating) annuities
(UK Pension and General Annuity business - without participation in profits)

These are group pension annuities, either single life or joint life and last survivor, which provide a
level series of payments or incorporate a provision to increase payments annually at a guaranteed
rate or to revalue in line with the Retail Price Index. Any annuity may incorporate a minimum
guaranteed period of payment.

9
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(1) non-linked contracts UK continued

{(#} Group pension annuifies
(UK. Pension business - with participation in profits)

A with-profits option is available under which annuities are increased in payment by declared
bonuses and may incorporate a minimum guaranteed period of payment.

Group pension with-profit annuities, either single life or joint life and last survivor, are issued as
annuities on retirement under PCPS and PCRS.

(B) New Zealand

®

)

Whole life assurances

With certain minor exceptions, premiums payable on whole life assurance business cease at age 90 and
policies have been valued accordingly.

PruPac policies
PruPac contracts are multiple benefit policies. The basic benefit is a pure endowment with return of
premiums with interest on death. Other pure endowments, temporary benefits and disability products
may be attached.

The pure endowment contract is effected by annual premiums and the sum assured is determined at the
commencement of each contract.

(iii) Flagship Capital policies

(v}

These are recurrent single premium endowment assurances issued on an individual basis for non-
superannuation and superannuation business. As each premium is paid the sum assured is increased by
the amount of the premium. Insured death and disability benefits may be attached.

The basic benefit is the accumulated fund plus the insured benefit on death. The accumulated fund
consists of premiums, less charges, plus base and bonus interest declared. See 3.(2)(iii)(g) for surrender
benefits.

For non-superannuation policies without insured benefits, the death benefit is guaranteed to be at least
110% of the premiums paid.

For each new policy a target premium equal to a proportion of the expected first year's premium is
established. Initial charges are related to this target premium,

No new policies have been issued since September 1991 but increases to benefits under existing policies
may be accepted.

Superplan, Cashbuilder and Assetbuilder

These are recurrent single premium endowment assurance contracts issued on an individual basis for
non-superannuation and superannuation business. Insured death and disability benefits may be attached
and the benefit is the accumulated fund plus the insured benefit. See 3.(2)(iii)(g) for surrender benefits.
The accumulated fund consists of premiums, less charges, plus base and bonus interest declared. For
each new policy a target premium equal to a proportion of the expected first two years' premium is
established. Initial charges are related to this target premium.,

No new policies have been issued since November 1990 but increases to benefits under existing policies
may be accepted.

10




3.(1) non-linked contracts New Zealand continued
(v) Design Life

These are recurrent single premium endowment assurance contracts issued on an individual basis for
non-superannuation and superannuation business. For non-superanmuation policies insured death
benefits may be attached and the benefit is the accumulated fund plus the insured benefit. See
3.(2)(iii){g) for surrender benefits.

The accumulated fund consists of premiums, less charges, plus base interest declared. For each new
policy a target premium equal to a proportion of the expected first two years' premium is established.
Initial charges are related to this target premium.

No new policies have been issued since August 1987 but increases to benefits under existing policies
may be accepted. Initial charges are incurred in relation to the increase in regular yearly premiuva.

(vi) Capital Bond

The Capital Bond, which was issued between April 1989 and May 1990, is a single premium
investment bond with no life cover attached. The benefit on death or maturity is the accumulated fund.
See 3.(2)(iii)(@) for surrender benefits.

The accumulated fund consists of premiums, less charges, plus base and bonus interest declared.

(C) HongKong
Crisis Cover Benefits

These benefits have been issued in Hong Kong since November 1990. The policy may only be sold as
an attached benefit to an assurance contract. In the event of diagnosis that the policyholder is suffering
from one of several specified dread diseases, a proportion of the sum assured will be advanced.

Group Pensions Cash Accumulation

Contributions paid are invested, after deductions for expenses, to provide a cash fund at retirement or
carlier withdrawal (including bulk surrender).

Most of the liability is for contracts under which the fund accumulates with compound interest at a basic
rate of 5% per annum together with anmual bonuses. The basic rate is guaranteed to apply to benefits
secured up to the tenth scheme anniversary, after which it may be varied subject to giving six months
notice. No new contracts of this type have been issued since 31 December 1995.

The remainder of the liability is for contracts under which terminal bonus may be added to the fund at
retirement. There are two contract types. Under the first contract the fund is guaranteed to be no less
than contributions paid less expense deductions, while under the second contract the fund is guaranteed
10 be no less than contributions paid less expense deductions accumulated at 3% per annum. These
contracts were introduced in September 1995.

On withdrawal (including bulk surrender) in the first five policy years, a discontinuance charge will be
applied of 5% of the fund in year 1, reducing linearly to 1% in year 5. For contracts subject to a basic
rate of accumulation of 5% per annum, an adjustment to reflect market conditions may be applied on
bulk surrender.

(D) Malta

Whole life assurances

With certain minor exceptions, premiums payable on whole life assurance business cease at age 85 and
policies have been valued accordingly.

11




3.22)

Guarantees and Options

(i} Premium rate guarantees

(@) Under a few without-profit group pension deferred annuities, premium rates are guaranteed for
existing emplovees.

(b) Under most group pension deferred annuities, premium rates are guaranteed for existing employees in
respect of the pension applicable to the current salary level.

(c) Under a few group pension temporary assurances, premium rates are guaranteed for employees in
respect of current levels of sum assured; group pension temporary assurance premium rates are
generally guaranteed for 2 years and in some cases for 3 years.

(d) With-profit whole life assurances issued in the United Kingdom up to March 1977 contain an option
to convert at a guaranteed premium rate to a2 with-profit endowment assurance for a sum assured not
exceeding the original sum assured and for a term after conversion of at least 10 years.

(¢) Without-profit whole life assurances issued in the United Kingdom between April 1966 and March
1977 contain an option to convert at a guaranteed premium rate to a without-profit endowment
assurance for a sum assured not exceeding the original sum assured and for a term after conversion of
at least 10 years.

() A few endowment assurances contain a guaranteed annuity option exercisable on maturity.
(g) With the exception of MPP1, PSP, Bond 32 and investments in the AVC Deposit Fund in the United

Kingdom and business written in Hong Kong, all deposit administration contracts contain guaranteed
anmyity options at various interest rates not exceeding 5.50%,

(i) Mortality options

(2) Income security benefit contracts issued in the United Kingdom between February 1971 and
November 1981 contain an option to convert the income security benefit, or part thereof, to a whole
life or endowment assurance without evidence of health. The maximum sum assured under the new
assurance is three times the quarterly income benefit being cancelled, muitiplied by the number of
years remaining of the income benefit term.

(b) Certain endowment assurances on female lives issued in the United Kingdom between September
1953 and May 1978 contain an option on marriage to terminate the policy and effect an assurance on
the life of the husband without evidence of health, provided he is then aged 45 or less, for a sum
assured not exceeding four times that of the original policy.

(c) Some policies issued in New Zealand and Hong Kong contain an option, in return for an additional
premium, to effect further assurances without evidence of health for a sum assured not exceeding the
original benefit. The option is also included in a few policies issued in the United Kingdom between
September 1975 and April 1984, for which the accumulated increases may exceed the original benefit.

(d) A few assurance policies issued in the United Kingdom between Cctober 1973 and July 1979 on the
life of a parent or guardian contain an option to permit the child, after attaining a specified age, to
effect a whole life or endowment assurance without evidence of health for 2 sum assured not
exceeding four times that of the original policy. If the child is a girl, the option can, instead, be
exercised on marriage on her husband’s life if he is under age 43.

(¢) Some temporary assurance policies issued in New Zealand contain an option, in return for an
additional premium, to convert fully or partially to a whole life or endowment assurance for a sum
assured not exceeding the original sum assured, or 125% of the original sum assured if the new policy
commences at the expiry date of the original policy.

(f) Some individual level temporary assurance policies issued in the United Kingdom and Hong Kong

contain an option, in return for an additional premium, to convert fully or partially to a whole life or
endowment assurance for a sum assured not exceeding the original sum assured.

12




3.(2) non-linked contracts guarantees & options continued

(g) Prudential Portfolio contracts in New Zealand may be increased in line with the Consumer Price Index
subject to 2 minimum increase of 5% per annum. Insured benefits for PruPac, Prulink, Flagship
Capital and Flagship Unit-linked policies issued in New Zealand may be increased in line with the
Consumer Price Index.

(h) Certain individual temporary assurance policies contain an option to renew the assurance every 5 or
10 years without evidence of health subject to a maximum age at renewal of 55 next birthday (65 for
Hong Kong business). The sum assured under this option can be increased by up to one half of the
sum assured remaining at the end of the 5 or 10 year period. In the United Kingdom there is an
alternative option to convert at the end of the term to any other ordinary branch single life assurance,
for a sum assured of up to 150% of that under the temporary assurance policy.

(i) Some assurance policies in the United Kingdom, New Zealand and Hong Kong contain options to
effect further assurances without evidence of health at specific ages or on marriage, adoption or birth
of a child. Under some assurances in Hong Kong, a guaranteed insurability option of up to five times
the basic sum assured is offered at the maturity of the pure endowment part of the assurance.

(§) Low-cost endowment assurance policies (including low-start low-cost endowment assurance policies)
issued since April 1984 in connection with mortgage repayments contain an option to effect further
endowment assurance policies without evidence of health to cover each increase (subject to the
restrictions mentioned below) which may be allowed in the mortgage for which the policy is being
used. The total amount of benefits under the new policy (or series of policies) must not exceed the
guaranteed minimum death benefit under the original policy. The option may be effected only whilst
all the lives assured are under age 50 and where the mortgage is secured on the principal private
residence of the assured(s). These policies also contain an option to extend the policy term, without
evidence of health, if the term of the mortgage is being extended, provided that the revised term is not
less than ten years and does not extend beyond the 70th birthday of any of the lives assured.

(k) If a policyholder ceases to be eligible for an individual retirement annuity, individual Personal Pension
Policy contract or individual Personal Pension Scheme contract in the United Kingdom then any
temporary life assurance cover written under such a policy ceases. These policies contain an option
allowing such temporary cover to be replaced by an individual assurance at the relevant rates of
premium then in force, based on the original underwriting decision.

A similar option is available to employees leaving Group pension schemes in New Zealand and Hong
Kong. This option is also available to employees leaving those Group pension schemes in the United
Kingdom where it has not, as yet, proved possible to remove the option. During 1988 the continuation
option was withdrawn in respect of new schemes. )

() Some group life and widows schemes with death in service benefits in the United Kingdom contain an
option to effect an individual assurance for an equivalent benefit on a member leaving the pension
scheme. During 1988 this option was withdrawn in respect of new schemes.

(m)Some temporary assurance policies issued after August 1988 in New Zealand include certain options
which are available without evidence of health.

(n) Certain temporary benefits incorporated in PruPac, Flagship Capital, and Flagship Unit-Linked
policies in New Zealand contain an option to increase the sum assured in line with the rate of inflation
on a recurrent single preminm basis.

(iii) Surrender and paid-up policy guarantees and cash options

(a) Most individual deferred annuity contracts, other than retirement annuity contracts, issued in the
United Kingdom contain a guaranteed cash option at the end of the period of deferment.

(b) Individual deferred annuity contracts (other than retirement annuity contracts) issued in the United
Kingdom prior to June 1967 contain guaranteed minimum surrender values. In most other countries
individual deferred annuity contracts contain guaranteed surrender values. The financial implications
are minimal.
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3.(2) non-linked contracts guarantees & options continued

(c) Most assurance policies, other than temporary assurances, issued in the United Kingdom prior to
January 1986 provide guaranteed minimum paid-up policy values on a proportionate basis when at
least 2 years' premiums have been paid provided that the policy has not been altered in any way.

(d) Assurance policies, other than temporary assurances, issued in the United Kingdom and Malta before
October 1960 provide guaranteed minimum surrender values of one third of the premiums paid.

(¢) When the option referred to in 3.(2)(i)(b) is exercised in respect of post May 1969 policies there is a
guaranteed minimum surrender value under the original policy. Provided no bonuses have been
surrendered, the guaranteed value will be for an amount not less than that proportion of the basic sum
assured under the original policy which the amount of premiums paid bears to the maximum amount
of premiums payable. For policies issued before September 1968 there is a corresponding guaraniee.
The value of the original policy is allowed as a reduction against the premium on the husband’s
policy; the reduction will not be less than the total premiums paid under the original policy (less any
marriage benefit paid) divided by the term of the husband’s policy.

(f) Some endowment assurances issued in the United Kingdom in connection with building society or
bank mortgages contain a form of guaranteed surrender value. The guarantee becomes effective if the
lender forecloses on the mortgage and the house sale proceeds together with the normal surrender
value of the policy is less than the outstanding Joan. In this event the normal surrender value can be
increased up to the amount of the principal to which the lender would have been entitled had the loan
been granted under the annuity repayment method, in order to rectify the shortfall. The financial effect
has been minimal.

(g) In New Zealand for group deposit administration business and for classes of business listed in
3.()(B)(iii) to 3.(L)(B)(vi) inclusive, the accumulated fund is available on individual surrender at any
time. On termination of a group contract the fund is payable over five years.

(h) Individual retirement annuity policies issued in the United Kingdom before 1986 include a guarantee
that the paid-up policy amount will not be less than that proportion of the original basic annuity which
the number of years premiums paid bears to the number originally payable, provided that at least 1
year's premiums have been paid.

(iv) Other guarantees and options

(2) Some individual and group pension deferred annuity contracts issued in the United Xingdom contain
guaranteed benefit conversion factors for early or late retirement.

(b) Full GMP benefits are guaranteed to be secured from the CA fund by the Bond 32 contract in the
United Kingdom, If part of the GMP is secured by a non-participating deferred annuity, the balance is
guaranteed to be secured from the CA fund.

(¢) Some individual assurances issued in New Zealand prior to 1979 provide a guarantee that the rate of
interest charged on automatic premium advances will not exceed 7% per anaum.
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4, (1) Categories of in force linked business

(A) United Kingdom

@

Prudence Bond, Prudence Managed Bond

@

®

©

@

These coniracts are single premium whole life assurances and offer linked benefits in addition to the
non-linked benefits referred to in 3(1)(A)(ii).

The death benefit payable is 101% of the bid price of units at the date of death.

For business written affer 31 December 1994, exit charges were introduced on withdrawals other
than regular withdrawals. This charge is deducted from the fund on the following basis:

Exit during the first year is 5% of fund value
Exit during the second year is 4% of fund value
Exit during the third year is 3% of fund value
Exit during the fourth year is 2% of fund value
Exit during the fifth year is 1% of fund value

Assuming foll commission is paid the percentage of premium invested varies between 100% and
102% depending on the size of the premium. ‘

For business written after 31 December 1994 the allocation rates are:

Amount of Initial Investment Allocation Rate
Less than £10,000 100.0%
£10,000 to £24,999 101.0%
£25,000 to £49,999 101.5%
£350,000 and more 102.0%

Allocation rates are increased where cormmission is given up.

The internal linked funds of Prudential Holborn Life Limited to which funds may be linked under a
reinsurance agreement are shown in 4 (2)(A)(a).

Benefits are not linked to external funds.

(ii} Distribution Bond

@

These contracts are single premium whole life assurances offering benefits linked to the Distribution
Fund. Income from the underlying assets of the fund will normally be distributed to the Distribution
Cash Fund biannuaily.

The death benefit payable is 101% of the bid price of units at the date of death.

For business writter after 31 December 1994, exit charges were introduced on withdrawals other
than regular withdrawals. This charge is deducted from the fimd on the following basis:

Exit during the first year is 5% of fund value
Exit during the second year is 4% of fund value
Exit during the third year is 3% of fund value
Exit during the fourth year is 2% of fund value
Exit during the fifth year is 1% of fund value
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4.

(1) linked business UK continued

®)

©

(@

Assuming full commission is paid the percentage of premium invested varies between 100% and
102% depending on the size of the premium.

For business written after 31 December 1994 the allocation rates for the Nil Commission option are:

Amount of Initial Investment Allocation Rate
Less than £10,000 100.0%
£10,000 to £24,999 101.0%
£25,000 to £49,999 101.5%
£50,000 and more 102.0%

Allocation rates are increased where commission is given up.

Benefits are linked to the Prudential Individual Distribution Fund and Prudential Individual
Distribution Cash Fund, internal linked funds of Prudential Holborn Life Limited to which funds
may be livked under a reinsurance agreement as shown in 4 (2)(A)(2).

Benefits are not linked to external funds.

(iii) Prutrust: Whole life

These are single premium assurances which were issued from June 1969 to September 1930.

(a)

®

(©

The cash value is the value of the units allocated, less a deduction in respect of tax on capital gains,
which is calculated having regard to any relevant gain in the market value of units allocated to the
policy. The benefits are as follows:

on death the amount payabie is the greater of the sum assured and the cash value of the units
allocated; and

on surrender the amount payable is the cash value of the units atlocated.
The benefits on death or surrender may be paid in units of equivalent value,

Immediately prior to the contract being withdrawn the policy fee was £30, and 100% of the single
premium, net of the policy fee, was invested in units.

Benefits are not linked to internal funds.

(d) Benefits are linked to Prudential Equity Trust units. (See 4.(3))

(iv) Prutrust: Endowment

These assurances were issued from September 1968 to November 1982.

@

The cash value is the value of the units allocated, less a deduction in respect of tax on capital gains,
which is calculated having regard to any relevant gain in the market value of units allocated to the
policy. The benefits are as follows:

on death the amount payable is equal to the annual investment sum multiplied by the
endowment term (and known as the nominal sum assured) plus any amount by which the cash
value of the units allocated exceeds the total of the investment sums applied up to the date of
death;

on maturity the amount payable is the cash value of the units allocated. Provided that the policy

has not previously become paid up, there is an option to effect a paid up Prutrust whole life
assurance in lieu of the maturity proceeds; and
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4. (1} linked business UK continued
on surrender the amount payable is the cash value of the units allocated less an expense
deduction. The expense deduction is initially £10 plus 50p per cent of the nominal sum assured
and reduces to zero over the term of the policy.
The benefits on death or maturity may be paid in units of equivalent value.
(b) The proportion of the office preminm, net of policy fee, invested was as shown below:

Age next birthday Proportion
at maturity (male lives) invested
%

45 958.00
55 96.20
65 92.60
5 81.30

Immediately prior to the contract being withdrawn the policy fee for monthly preminm payments
was £0.75.

{c) Benefits are not linked to internal finds.
(d) Benefits are linked to Prudential Equity Trust units. (See 4.(3))
(v) Prufund: Protection Flan
These contracts were issued from March 1984 to June 1988.
(a) The Plans are whole life contracts with premiums payable monthly throughout life, on either a
single life or joint life first death basis. An administration charge and a mortality charge are levied
monthly with the cost being met by cancelling allocated units, valued at the bid price.

For a given premium the level of life cover may be selected between two limits as follows:

(i) minimum cover - provides a level of cover which is guaranteed to be maintained throughout
life;

(ii) maximum cover - provides a higher level of cover for the first 10 years which thereafier may
need to be reduced.

Automatic reviews take place on the tenth policy anniversary and subsequently every 5 years until

age 70 with annual reviews thereafter. Each review will determine the maximum sum assured
available at that time, which can be supported until the next review.
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4,

(1) linked business UK continued

®

©

The level of life cover may be reduced at any time but not below the level of cover which would
render the contract non-qualifying. Alternatively, provided certain conditions are met, the life cover
under the Plan may be increased.

The benefits are as follows:

on death the amount payable is the greater of the selected life cover and the cash value of the
units allocated; and

on surrender the amount payable is the cash value of the units allocated.

The contract may be converted to a paid-up policy provided that it has acquired a surrender value.
Deductions for the cost of life cover and the monthly administration charge continue to be made
until the policy has no surrender value, at which time the policy lapses without value, Alternatively,
if the surrender value exceeds £1,000, the life cover may cease and the benefit payable on a
subsequent claim is the bid value of units. In this case no further mortality or administration charges
are made.

Where the original policy was issued on normal terms a new policy may be effected without evidence
of health every 5 years prior to the attainment of age 50 for a sum assured of up to 50% of the sum
assured under the existing policy at the time each option is exercised. The option lapses if not
exercised (in whole or part). The new policy may be a with-profit whole life or endowment
assurance.

During the first 2 policy years 50% of each premium was invested in units; thereafter the proportion
was increased to 102% of each premium, The administration charge is currently £1.60 per month.

Renefits are linked to Prufund units.

(d) Benefits are not linked to external funds.

(Vi) Prufund: Savings Plan

Series 1 contracts were issued between November 1982 and February 1938.
Series 2 contracts were issued from February 1988 to July 1991.

(@) Series 1 Plans are all 10 year term single life contracts and provide the following benefits:

on death the amount payable is the greater of the guaranteed life cover and the cash value of
the units allocated;

on maturity the amount payable is the cash value of the units allocated (alternatively the policy
may be continued either with or without further payment of premiums); and

on surrender the amount payable is the cash value of the units allocated.

Series 2 Plans are single life whole life assurance contracts with a 10 year premium paying term and
provide the following benefits:

on death the amount payable is the greater of the guaranteed life cover and the cash value of
the units allocated; and

on surrender the amount payable is the cash value of the units allocated.

At the end of the premium payment term there is an option available (on both Series 1 and Series 2)
to continue the payment of premiums for a further 10 years.
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4.

(1) lioked business UK continued

(by The proportion of the office premium net of policy fee invested is shown below:

Age next Proportion invested in policy year
birthday at 1 2t05 Subsequent
Contracts entry

(Male lives) % %o %
35 62.00 104.00 104.00
Series 1 45 60.25 102.25 104.00
55 56.00 98.00 104.00
65 53.25 95.25 104.00
Series 2 35 62.00 104.00 104.00
issued between 45 60.25 102.25 104.00
February 1988 55 56.00 98.00 104.00
and June 1990 65 51.00 93.00 104.00
Series 2 35 57.00 104.00 104.00
issued from 45 55.25 102.25 104.00
July 1990 55 51.00 98.00 104.00
to July 1991 65 46.00 93.00 104.00

Immediately prior to the contract being withdrawn, the policy fee for monthly premium payments
was £2. No policy fee was charged where the monthly premium was at least £150.

(c) Benefits are linked to Prufund units.
{d) Benefits are not linked to external funds.
(vii) Prufund : Investment Bond

These contracts were issued from November 1982 to October 1991, Existing policies may contimue to
receive top-up premiums.

(a) The Bonds are all single premium whole life contracts. The contracts are available in either single
life or joint life and last survivor form. The cash value of the bond on death is 101% of the value at
the bid price of the units allocated. This also applies, by concession, fo policies issued before April
1989 (with a contractual death benefit of 100% of the bid value of the units). The cash value of the
bond on surrender is the value at the bid price of the units allocated. The cash value of some or all
of the units may be taken at any time.

(b) (@) For contracts issued before April 1989, 100% of the single premium, net of a policy fee (for
premiums of less than £25,000), was invested in units. In March 1989 the policy fee was £50.
For initial investment under policies issued from April 1989 to June 1990 the amount applied

to allocate units was:
Amount of investment Investment
under a policy allocation
£ %

2,000 - 4,999 98.0

5,000 - 9,999 99.5

10,000 - 24,999 100.5

25,000 and over 101.0

1%




4.

(1) linked business UK continued

©
d

(ii) For initial investment under policies issued from July 1990 the amount applied to allocate units
is;

Amount of investment Investment
under a policy allocation
£ %
2,000 - 4,999 97.5
5,000 - 9,999 99.0
10,000 - 24,999 100.0
25,000 - 49,999 100.5
50,000 and over 161.0

No policy fee has been charged since March 1989.
Benefits are linked to Prufund units.

Benefits are not linked to external funds.

(viii} PPA, EPP2/3/4, EIB and EIA

EPP?2 contracts were issued from May 1987 to October 1987. EPP3 contracts were issued from November
1987 to December 1994. PPA contracts were issued from November 1987 to June 1988. EIB and EIA
contracts have been issued since April 1989. EIA contracts are no longer actively marketed. EFPP4
contracts have been issued since January 1995,

@

®)

These contracts offer linked benefits, in addition to the non-linked benefits referred to in
3.(1)(A)(vii), on death, normal retirement, transfer and early retirement. In each case the benefit is
the bid value of units secured at the date of realisation less, on transfer or early retirement, an
adjustment as detailed below. Only PPA policies may invest in the Guaranteed Fund. On cach
anniversary of the commencement of the contract 7% of the remaining units secured by regular
premiums due in the first year of payment are cancelled. This applies separately to each increase in
the level of regular premiums. On transfer or early retirement the amount available is reduced by the
amount of any cancellations outstanding.

For EPP 2/3 policies (written before 6 April 1990) a loyalty bonus of 0.25% of the average value of
the accumulated fund for each year is added to the fund, if at least 90% of the regular contributions
due up to 5 years before the normal pension date have been paid. Loyalty bonus is reduced if less
than 90% of the regular contributions have been paid. Loyalty bonus is also paid on single
contributions provided they remain invested for at least 5 years. Loyalty bonus is paid if death
occurs before normal pension date.

For PPA and EPP 2/3 policies (written before 1/1/95), the percentage of premiums deemed invested
varies with size of contribution and term. The minimum and maximum percentages for selected
terms are shown below:

Regular contributions
PPA EFP 2/3
Term Maximum | Minimum Term Maximum | Minimum
(years) %Yo % (vears) % %
5 99.50 97.50 All 105.00 100.00
10 or more 102.00 100.00

For all levels of single contributions the alfocation rate is 100%.
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4.

(1) linked business UK continued

©

For EPP 4 policies written after 31 December 1994, the allocation rate varied with the commission
paid. The allocation rates for selected commission levels are shown below:

Regular Premium
Amount of Commission Allocation Rate
Nil 105.25%
5.25% 100.00%
8.00% 07.25%

Single Premium - nil commission terms

Investment Amount Allocation Rate
Under £20,000 105.25%
£20,000 to £29,999 106.00%
£30,000 to £39,999 107.00%
£40,000 to £49,999 108.00%
£50,000 and more 109.00%

For EIB and EJA policies the minimum percentage allocated is 100% and the maximum is 101%.

For EPP3 policies (written before 1 January 1995) a setting up fee was charged on the first single or
regular contribution. In addition a policy fee of £24 per annum was charged for the first single
contribution and a policy fee of up to a maxinmm of £24 per annum may be charged for regular
premium policies. These policy fees may be increased in the future.

For EPP4 policies (written since 1 Janunary 1995), an administration fee is payable via unit
realisation. For regular contributions, the fee is £15 per month for the first 24 months and £2 per
month thereafter. For single contributions, the fee is £24 per annum from the first single
contribution.

The internal linked funds of Prudential Holborn Pensions Limited, to which funds may be linked
under a reinsurance agreement, are shown in 4.(2)(A).

The Guaranteed Fund is a non-unitised fund currently invested in short dated securities and loans.
A rate of interest is published daily and money ailocated to the Fund is increased appropriately after
one year,

(d) Benefits are not linked to external funds.

{ix) PPP and FSAVC

FPPP contracts have been issued since July 1988 and FSAVC contracts since January 19%1. FSAVC
contracts are no longer actively marketed. Both contracts operate similarly to those contracts described in
4.(1)(A)(viii) except as stated below:

(a) PPP policies are eligible for loyalty bonus under the same circumstances as EPP 2/3 policies.

(b) For business written before 1 January 1995, a policy fee of £36 per annum is charged if total regular

contributions are less than £750 per anmum or £93.75 per month. The policy fee may be increased in
the future. The percentage of premiums, after deduction of charges, deemed invested varies with size
of contribution. A sample of percentages for selected contribution sizes is shown below:

Policies issued before 6 April 1990 Policies issued on or after 6 April 1990
Annoual Monthly Allocation Annual Monthly Allocation
contributions | contributions contributions | contributions
£ £ % £ £ %
250 25 91 250 25 100
500 50 97 2,000 200 102
5,000 500 104 5,000 500 104
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4.

(1) linked business UK continued
For single contributions the allocation, after deduction of charges, is 100%.

Higher allocation rates are available for grouped PFP regular contribution policies. The highest
allocation rates are 111% for premiums paid in the first policy year and 106% thereafter.

For PPP policies written after 31 December 1994, an administration fee is payable via unit
realisation. For regular contributions, the fee is £15 per month for the first 24 months and £1 per
month thereafter. For single contributions, the fee is £24 per annum from the first single
contribution. The percentage of premiums, after deduction of charges, deemed invested varies with
commission paid. The allocation rates for selected commission levels are shown below:

Regular Premium
Amount of Commission Allocation Rate
Nil 105.25%
5.25% 100.00%
8.00% 97.25%

Single Premium - nil commission terms

Investment Amount Allocation Rate
Under £20,000 105.25%
£20,000 to £29,999 106.00%
£30,000 to £39,999 107.00%
£40,000 to £49,999 108.00%
£50,000 and more 109.00%

Where Transfer Values ate received into PPP contracts the percentage deemed invested varies with
the size of premium and term. The minimum and maximum percentages for selected terms are

shown below.
Term Maximum ;| Minimum
(years) % %
10 or less 100.5 100.0
20 or more 108.0 105.0

Where units purchased by a Transfer Value are cashed to provide early retirement benefits or to
transfer to another pension arrangement the amount available is reduced. Specimen reductions are

as follows.

Complete years before Reduction
Selected Pension Date from units

or State Pension Age Yo

less than 5 Nil

5 0.5

6 1.0

7 1.5

8 20

9 2.5

10 3.0

20 8.0

(c} These policies may not invest in the Guaranteed Fund.
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(1) linked business UK continued

)

GPPI and GPP2

The GPPI contract was first issued in November 1988 and the GPP2 contract first issued in July 1990.
The GPP1 contract is no longer actively marketed.

(a)

(b}

©

(d)

These contracts are written in unitised form and each offers a unit-linked option in addition to a
with-profit investment.

They provide retirement and death in service benefits for groups of employees, and accept single
premiumes, transfer values, regular contributions, and National Insurance contributions and rebates.
The option to transfer amounts between linked and non-linked investments is allowed, but on terms
which are not guaranteed. The value of the benefits is the bid value of the units but this may be
varied for with-profits units by a Market Value Adjustment factor on early retirement, surrender or a
switch to a unit-linked fund. Where benefits are taken before the selected pension date and where
front end loaded commission has been paid, a deduction is made to recover any outstanding charges
in respect of units purchased by the first year of regular contributions (or the first year of any
increase in contributions).

Under the GPP1 contract the percentage of premiums invested varies from 106% for monthly
contributions of £1,000 or more to 84% for monthly contributions of less than £25 (allocations in the
first year are 5% in excess of this). A policy fee of £12 per annum is charged if total regular
contributions are less than £125 per month. If front end loaded commission has been paid, a charge
is made of 7% per annum on the units purchased by the first vear of regular contributions (or an
increase in regular contributions). This charge continues until the selected pension date. If a
scheme is set up on a single contribution only basis, a setting up fee applies based on the
membership joining the scheme and an additional £12 handling charge is charged on premium
receipt. For schemes receiving fransfer values a setting up fee is charged on entry. At least 100% of
each single premium or transfer value is then allocated after deduction of setting up fees and a policy
fee of £12 per annum collected by cancellation of units. For schemes receiving only the contracting
out rebate, at least 99% of each contribution is allocated and a policy fee of £12 per annum is
charged.

From 1 January 1995, under the GPP2 contract the percentages of premiums invested are as follows:

Regular contributions - 103.5% of all contributions received.

Single contributions - 98.3% of all contributions received.

A policy fee of £18 per annum per member which will cover all group retirement contracts held by
the member, is deducted annually by cancellation of units,

Where front end loaded commission is payable a charge is made of 6% per annum on the units
purchased by the first year of regular contributions {or on an increase in contributions). This charge
continues until the attainment of the selected pension date or 25 years, whichever is the earlier,

The internal linked funds of Prudential Pensions Limited to which funds may be linked under a
reinsurance agreement, are shown in 4.(2)(A}a). Benefits linked to the With-Profits fund are
included in Form 55,

Benefits are not linked to external funds.
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(1) linked business UK continued

(xi) PTP
This

@

)

©
@

contract was first issued in February 1990.

The PTP contract is written in unitised form and offers a unit-linked option in addition to 2
with-profit investment.

It is an investment contract for transfer values from former pension schemes. The plan can be set up
as a Section 32 Buyout or as a Personal Pension and provides pension and lump sum benefits on
tetirement and lump sum benefits on death. Where a GMP is to be guaranteed on a Section 32
policy, all or part of the transfer value purchases special units in the With-Profits fund. The fund
receives a different rate of bonus from other units. The option to transfer amounts between linked
and non-linked investments is allowed (except for the special units), but on terms which are not
guaranteed. The value of the benefits is the bid value of the units, but this may be varied for
With-Profits units by a Market Value Adjustment factor on early retirement, surrender or 2 switch to
a unit-linked fund. On a Personal Pension contract members have the option of paying future
contributions.

The percentage of each transfer value invested depends upon the size of the transfer value and the
commission taken. Specimen rates are shown below.

Single Premium - nil commission terms
Investment Amount Allocation Rate
Under £20,000 105.25%
£20,000 to £29,999 106.00%
£30,000 to £39,999 107.00%
£40,000 to £49,959 108.00%
£50,000 and more 109.00%

For business written before 1 January 1995 a policy fee of £10 per annum is deducted annually by
cancellation of units. For business written after 31 December 1994, an administration fee of £24 per
annum from the first contribution is payable via unit realisation.

As for GPP1/2 (see 4.(1)(x) above).

As for GPP1/2 (see 4.(1)(x) above).

(xii) AVC

The AVC contract has been issued since April 1988 with a linked option.

@

(®)

©
@

This contract offers linked benefits as well as non-linked benefits referred to in 3.(1)(A)(vi) on
death, retirement or transfer. In each case the benefit is the bid value of the units secured at the date
of realisation. On discontinuance of premiums the units may, as an alternative to a transfer, be
preserved until retizement or earlier death subject to the continuing management charge referred to
in 4.(2)(A)(Db).

The percentage of premiums invested varies with size of contribution. For both regular and single
contributions the minimum percentage allocated after deduction for commission is 98% and the
maximum is 102%.

As for GPP1/2 (see 4.(1)(x) above).

As for GPP1/2 (see 4.(1)(x) above).




4. (1) linked business UK continued
(xiii) MPP2

This contract was first issued in July 1991.

(a) The contract is written in unitised form and offers a unit-linked option in addition to a with-profit
investment. It is an investment contract for approved seif administered pension schemes. The
option to transfer amounts between linked and non-linked amounts is allowed, but on terms which
are not guaranteed. The value of benefits is the bid value of the units, but this may be varied for
With-Profits units by a Market Value Adjustment factor on early retirement or surrender.

(b) From 1 January 1995, the percentages of contributions invested are as follows.

Regular contributions - 103.5% of all contributions received.
Single contributions - 98.3% of all contributions received.

A policy fee of £18 per annum, per member which will cover all group retirement contracts held by
the member, is deducted annually by cancellation of units.

{¢) Asfor GPP1/2 (see 4.(1)(x) above).
(d) Asfor GPP1/2 (see 4.(1)(x) above).
(B) New Zealand
() Flagship unit-linked
These contracts were issued from August 1987 to September 1991.
(a) They are issued on an individual basis for both non-superannuation and superannuation business.

For non-superanmuation policies without insured benefits, the death benefit is guaranteed to be at least
110% of premiums paid.

(b) The expense charges in December 1995 were:

@ (2.2 x term)% in each of the first 2 years up to the target premium level defined for the first year,
subject to a maximum of 66%0;

(i) 5% of premiums thereafier;
(iii} 5% of lump sum and reinvested policy proceeds;

(iv) a policy fee of $20.68 per month was charged for the first 24 months and followed by a charge which
commences at $ 5.17 per month but increases each year in line with the Consumer Price Index;

(v) anongoing monthly charge of 0.10% of the fund. This charge may be increased at any time subject to
a maximum. of 0.20% per month.

(¢) Benefits are linked to ordinary unit fund units or superannuation unit fund units as appropriate.
(d) Benefits are not linked to external funds.
(@) Ideal policy

(a) A constant percentage of each premium is deemed to be invested in units such that 100% of the sum
assured is invested over the term of the contzract.




4.(1) linked business New Zealand continued

The benefit on maturity is the greater of:

(i) the sum assured; and

(ii) the bid value at the maturity date of the units deemed to have been invested.

The benefit on death is the greater of:

(i) the sum assured; and

(ii) thebid value at the date of death of the units deemed to have been invested, plus the total of the
portion of premiums which would have been invested in units between the date of death and the
maturity date, had the life assured survived.

() a deduction is made from the bid value of the units deemed to be included in the maturity or death
proceeds in respect of New Zealand capital gains tax of an amount not exceeding the company's tax
liability if it were to dispose of the units deemed to have been invested at the time of the claim.
Income from the unit trusts is retained by the company to meet renewal expenses.

(¢) Benefits are not linked to the internal funds of the issuing office.

(d The benefits are linked to the units of Prudential Equity Trust (in New Zealand), which is external to
the issuing office.

(iii) Equity Plan Assurance Policy

(2) A constant percentage of each premium is deemed to be invested in units such that 70% of the sum
assured is invested over the term of the contract.

The benefit on maturity is the greater of:
(i) the sum assured, and

(i} the bid value at the maturity date of the units deemed to have been invested, plus 30% of the sum
assured.

The benefit on death is the greater of:

(i) the sum assured, and

(i) the bid value at the date of death of the units deemed to have been invested, plus the total of the
portion of the premiums which would have been invested in units between the date of death and the
maturity date, had the life assured survived, plus 30% of the sum assured.

(b) A deduction is made from the bid value of the units deered to be included in the maturity or death
proceeds in respect of New Zealand capital gains tax of an amount not exceeding the company's tax
liability if it were to dispose of the units deemed to have been invested at the time of the claim.
Incomte from the unit trusts is retained by the company to meet renewal expenses.

(c) Benefits are not linked to the internal funds of the issuing office.

{(d) The benefits are linked to the units of Prudential Equity Trust (in New Zealand), which is external to
the issuing office.

(iv) Investorbond

{a) These contracts are recurrent single premium contracts which have been issued since April 1990.
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4.(1) linked business New Zealand continued

(b) InDecember 1995, the maximum initizl charge for a single premium which was less than $5,000 was
5% of the single premium. If the single premium was $5,000 or more, the maximum initial charge
was 3.5% of the single premium. There is an ongoing charge of 1.60% of the fund. This charge may
be increased at any time subject to 2 maximum of 2.40%.

(c) Benefits are linked to assets with the following funds : Beaver, Fixed Interest, Squirrel and Stag.
{d) Benefits are not linked to external funds.
{v) Prudential Portfolio

(a) These contracts have been issued since May 1991. They are recurrent single premium contracts. Non
linked insured death and disability benefits may be added.

(b) For the Personal Superannuation Plan (issued prior to 15 August 1994) and the Savings and Protection
Plan the charges payable in December 1995 were 3.5% of regular premiums and 3.5% of lump sums.
For the Personal Superannuation Plan issued on or after 15 August 1994 the charges were 2.5% of
regular premiums and 3.5% of lump sums. For the Business Insurance Plan the charges were 3.5% of
lump sums only. Regular premiums purchase Primary Units until two years of Target Premiums have
been paid. The Target Premium is the proportion of the premium on which new business commission
is earned. The proportion is at the discretion of the agent responsible for the sale. All other
premiums purchase Growth Units.

At the end of the funding period, or after 15 years from commencement (whichever is later), all units
are transferred to Growth Plus units.

For the Savings and Protection Plan and the Business Insurance Plan there is an annual investment
charge of 4.35% of assets in the Primary Unit accounts, 1.35% of assets in the Growth Unit accounts
and 1.10% of assets in the Growth Plus Unit accounts. For the Personal Superanmuation Plan the
charges are 4.10%, 1.10% and 0.85% respectively. These charges may be increased at any time
subject in each case to a maximum charge of twice the rate stated above.

There is a monthly policy fee of $5.20 (except for the Personal Superannuation Plan issued on or after
15 August 1994, for which the monthly policy fee is $3.50) which increases each year in line with the
Consumer Price Index.

(¢) Benefits are linked to assets of the following funds: Capital, Balanced, Entreprenecurial, Capital
Stable, International Balanced and International Growth.

(@) Benefits are not linked to external funds.
(C) Hong Kong
(i} Global Growth Fund

(a) Global Growth Fund is a group plan.
(b) The charges payable in December 1995 were:
— 1% per annum on the average balance of the fund.
— administration charges per annum as a fixed amount per contract, per member and per dollar
contribution.
-~ aback end charge upon the termination of the contract within the first five scheme years of 5% of
the fund in year 1, reducing linearly to 1% of the fund in year 5.

(¢) Benefits are not linked to internal funds.

{d) The benefits are linked to the units of the Global Growth Fund {Guermsey).
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4.(2) Information regarding internal linked funds
(A) United Kingdom

(@) (i) Prufund invests in shares of United Kingdom and overseas companies, British Government securities,

property and cash. Part of this is via holdings in units managed by Prudential Unit Trusts Lid

The fund pays the costs of acquisition and disposal of investments, any fees for property valuations and
the cost of managing properties plus any expenses directly related to overseas investent.

(i) The general nature of the investments of the Prudential Holborn Pensions Limited (PHPL) internal
linked funds are as follows (* indicates that the fand invests in a Prudential Unit Trust of the same

name):

Prudential Individual :
Property Pension
Equity Pension

Fixed Interest Pension
Managed Pension

Index Linked Gilt Pension
International Money Pension
Global Equity Pension

Cash Pension

* Special Situations Pension
* Small Companies Pension

* Global Growth Pension
* Japanese Pension
* European Pension

* North American Pension

* International Smaller Companies
Pension

* Premier Income Pension

* Equity Income Pension

* High Income Pension

* UK Growth Pension

* Tnternational Growth Pension
* Pacific Markets Pension Fund

offices and industrial premises in the United Kingdom.
principally United Kingdom equity shares.

gilt edged and other United Kingdom fixed interest stock.

gilt edged and fixed interest stock, equities and property,
principally in the United Kingdom.

index linked gilts.

cash and short term deposits in foreign currencies.

equity shares quoted on foreign stock exchanges.

sterling money market instruments and short term deposits.
equity shares (principally United Kingdom quoted).

equity shares of relatively small companies, principally in the
United Kingdom.

equity shares of international companies.

Japanese securities.

equity shares of European (excluding United Kingdom)
COIMpAanics.

United States and Canadian securities.

equity shares of relatively small companies quoted on
international stock exchanges.

fixed interest stocks.

higher yielding equities, principally in the United Kingdom.
higher yielding equities and fixed interest stocks, principally in
the United Kingdom.

mainly United Kingdom equities, with some fixed interest
stocks.

mainly international equities, with some fixed interest stocks.
Securities in the developing markets of the Pacific basin and
Australasia (not Japan).

(iii) The general nature of the investments of the Prudential Pensions Ltd (PPL) internal linked funds,
which together comprise the Pensions Investment Account, are as follows:

The Pensions :

UK Eguity Fand
Fixed Interest Fund
Index-Linked Fund
International Fund
Cash Fund
Managed Fund

The Pensions Global Equity Fund
The Pensions Property Fund

equity shares of companies in the United Kingdom.

British Government securities and other fixed income assets.
index linked securities

equity shares in overseas companies and foreign currency.

short term deposits and bonds.

equity shares in companjes in the United Kingdom and
overseas, fixed interest and index-linked stock, property shares,
cash deposits and bonds. The fund may also hold units in any of
the special sector funds listed above.

equity shares in UK and overseas companies.

office, shop, industrial and agricultural properties primarily in
the UK.
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4.(2) internal linked funds UK continued

(iv) The "MPP funds" of Prudential Pensions Limited are invested in corresponding Group Investment
Linked Plan (GILP) funds of Prudential Pensions Limited. The name (and general nature of the
underlying investments) of the appropriate GILP fund are, for each MPP fund, given below:

MEPP :

Equity Fund equity shares of companies in the United Kingdom

International Fund equity shares in overseas companies and holdings of foreign
currencies

International Bond Fund overseas fixed interest securities

Fixed Interest Fund British Government securities

Index Linked Fund index linked securities

Cash Fund cash and other short term instruments

Discretionary Fund holdings in the GILP Equity, International, Fixed Interest,
Index-Linked, Property and Cash funds

Global Equity Fund units of the Equity and International funds

Property Fund office, shop, industrial and agricultural properties primarily in
the UK

(+) The general nature of the investments of the Prudential Holborn Life Limited (PHLL) internal linked
funds (Prudential Series 2 Life Investment Funds) are as follows;

Prudential Individual :

Preperty offices and industrial premises in the United Kingdom.

Equity principally United Kingdom equity shares.

Fixed Interest gilt edged and other United Kingdom fixed interest stock.

Managed gilt edged and fixed interest stock, equities and property,
principally in the United Kingdom.

Pacific Basin direct investment in the Japanese, Hong Kong, Singapore and
Australian stock markets.

North America direct investment in the US and Canadian Stock markets.

European European (excluding UK) securities.

International investments in other Prudential Imdividual Life geographical
funds, with separate management of currency exposure.

Cash short term money market investments.

Distribution Fund equity shares, gilt edged and other fixed interest stocks,
principally in the United Kingdom.,

Distribution Cash Fund short term money market investments.

The following funds consist principally of units in a range of Prudential Unit Trusts, but may also involve
direct investment in shares, fixed interest stocks, property or the money markets:

Balanced Growth

Prudential Individual Strategic Growth
Prudential Individual Special Situations
Prudential Individual Small Companies
Prudential Individual Global Growth

Prudential Individual Japanese Unit Trust
Prudential Individual Eurepean Unit Trust
Prudential Individual Premier Income Unit Trust
Prudential Individual Equity Unit Trost
Prudential Individual Equity Income Unit Trust
Prudential Individual High Income Unit Trust
Prudential Individual UK Growth Unit Trust
Prudential Individual International Growth Unit Trust
Prudential Individual Pacific Markets Unit Trust

The internal funds of both PHPL and PPL are charged with the expenses of investment in the relevant fund,
which is reflected in the unit price.
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4.(2) internal linked funds UK continned
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In the case of Prufund, an initial charge of 4% of the premiums invested is allowed for in the price of
units, being incorporated in the difference between the bid and offer prices. The offer price is obtained
by dividing the net asset value of the fund by the number of units of the fund in issue on the day before
the appropriate valuation date and then rounding to the higher 0.1p. The bid price involves rounding to
the lower 0.1p. A monthly investment charge equivalent to 0.0833% of the value of Prufund is allowed
for in both the offer and bid prices of units. This charge may be varied without upper limit subject to six
months' notice. The unit price is also adjusted in respect of tax on capital gains (see 5.(e)).

In the case of PHPL, PHLL and PPL there is an initial charge of 5% rounded up by no more than 0.1p.
This charge is included in the difference between the bid and offer prices of units. The internal funds of
PHPL and PHLL are subject to an annual management charge of 1% per annum. The funds of PPL are
subject to an annual management charge of 0.75% per anoum of the fund. These charges may be varied
without upper limit, but in the case of PPL any increase in these charges is subject to six months notice
being given.

There are no other charges or pricing adjustments.

Investment guidelines permit investments in a diversified portfolio of assets as outlined in 4(2)(A)(a)
above or cash. The guidelines also require that such assets are permitted under Schedule 10 of the
Insurance Companies Regulations 1994 (as amended).

The Company’s investment guidelines for derivative contracts are set out in the section 22B statement
in the Notes to the Returns in Schedules 1, 3 and 6.

(B) New Zealand

(@
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The ordinary unit fund and superanmuation unit fund are invested primarily in shares, debentures and
fixed interest securities quoted on the Australian and New Zealand stock exchanges, in bank bills, in
deposits on the short term money market and in commercial property within Australia and New
Zealand.

The Squirrel Fund and the Capital Fund invest solely in New Zealand short term money market
securities.

The Beaver Fund and the Balanced Fund invest primarily in shares, debentures and fixed interest
securities quoted on the New Zealand Stock Exchange, in deposits on the short term money market and
in commercial property in New Zealand. They also invest in shares quoted on stock exchanges outside
New Zealand.

The Stag Fund and the Entrepreneurial Fund invest primarily in shares quoted on the New Zealand
Stock Exchange and in short term money market securities. They may also invest in debentures and
fixed interest securities quoted on the New Zealand Stock Exchange and in shares quoted on stock
exchanges outside New Zealand.

The Fixed Interest Fund invests solely in New Zealand fixed interest securities.

For the ordinary unit and the superannuation unit fund, the monthly management charge is 0.10% of
the fund. This charge is guaranteed not to exceed 0.20%.

For the Squirrel, Beaver and Stag funds, the annual management charge is 1.60% of the fund. This
charge is guaranteed not to exceed 2.40%.

There are no other charges or pricing adjustinents.

Investment guidelines permit investments in a diversified portfolio of assets as outlined in 4(2)(B}(a)
above or cash.

The Company’s investment guidelines for derivative contracts are set out in the section 22B statement
in the Notes to the Returns in Schedules 1, 3 and 6.
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4.(3) Information regarding anthorised unit trusts

Units of the Prudential Equity Trust (in the United Kingdom) are purchased by the Company at a discount of
3% from the published offer prices. In all other respects the conditions of sale and purchase are the standard
conditions appiied by the Prudential Unit Trusts Limited.

5. Valuation bases

Unless specified to the contrary, the mathematical reserve is the difference between the present value of the
benefits and the present value of the future valuation net premiums, both calculated with provision for
immediate payment of claims. Contracts with a common attained age and number of years to run to maturity or
premium cessation are grouped together, except where it is necessary to value individually to eliminate
negative reserves (see section 5(1)(c) below regarding principles observed).

(i) The following assumptions have been made:

(it)

For endowment assurances issued in Assumed age attained on the maturity date

New Zealand Fifty-nine and a half.
Other countries Half a year less than the quinquennial age nearest to
(including the Unifed Kingdom) that attained on the birthday after the maturity date.

The valuation net premiums are calculated at an age equal to the assumed age attained on the maturity

date minus the original term.
For whole life assurances issued in Valuation net premium calculated at
All countries Half a year less than the age attained on the next

birthday after entry.

The mathematical reserve for with-profit benefits under Prudence Bond and Prudence Savings Account
contracts is the number of units allocated at the valuation date multiplied by the bid price of the appropriate
units.

The mathematical reserve for certain minor classes of assurance is based on the premiums paid or is not
less than the reserve calculated retrospectively.

The mathematical reserve for group pension with-profit deferred annuities, for group pension without-profit
deferred anmuities (including the without-profit element of Bond 32), and for deferred annuities in PCPS
and the SAQ and SPO Funds, is the present value of the annuity secured to date. The mathematical reserve
for lump sum retirement benefits under PCPS is the amount of the accumulated fund attributable to those
benefits.

The mathematical reserve for deferred annuities under the SAO and SPO Funds assumes that the option
that exists on these contracts is exercised against the office.

The mathematical reserve for contingent annuities is based on the premiums paid.

The mathematical reserve for deferred contingent anmuities associated with specific deferred annuities is
based on the present value of such deferred annuities.

The mathematical reserve for with-profit immediate annuities is obtained by discounting future payments
allowing for guaranteed bonus additions.
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5. Valuation bases continued

Certain classes of deferred assurances and deferred annuities, where the death benefit is the return of the
premiums paid, are valued without allowance for mortality during the period of deferment.

The mathematical reserve for CA, CAAVC, EPP, PCRS, MPP1, PSP, the with-profit element of Bond 32
and the AVC Deposit Fund, and Hong Kong cash accumulation business is the amount of the accumulated
fund as at the date of valuation. For Bond 32 the mathematical reserve has been increased, where necessary,
to ensure that it is not less than the value, at 4%, of the GMP.

(i) The mathematical reserve for some individual deferred annuities is obtained by accumulating the premiums

(i)

]

paid at the greater of a rate of interest guaranteed at the date of issue and a concessionary rate of interest
declared for each year, these concessionary rates being the rates of interest used in determining the benefits
payable.

The mathematical reserve for United Kingdom single premium individual deferred anmuity bonds is
obtained by discounting the value of the cash option.

The mathematical reserve for United Kingdom individual Personal Pension Policy contracis, individual
Personal Pension Scheme contracts, individual Free-Standing Additional Voluntary Contribution Scheme
contracts and with-profit benefits under PPA, EPP 2/3/4, EIB, EIA, PPP, FSAVC, GFP1/2, PTP, PTB32,
MPP2 and WP Tnv Acc is the number of units available at the selected retirement date in respect of
premiums paid before the valuation date multiplied by the bid price of the appropriate units. The units are
discounted at a zero interest rate and future increases in the bid price of units by way of bonus additions are
ignored. In cases where a higher benefit would be payable in the event of early death or discontinuance of
premium payments, due allowance has been made. Where relevant, reserves (described as "adjustments™)
have been set up for outstanding premiums, premiums in respect of policies not yet accepted and
adjustments to allow for the incidence of initial commission.

The mathematical reserve for Crisis Cover contracts in Hong Kong is more than sufficient to cover claim
costs and expenses.

(vi) The mathematical reserve for Prudential Portfolio contracts in New Zealand consists of a unit liability based

on the value at the date of valuation of Growth Units allocated to policyholders plus the capitalised value of
Primary Units allocated to policyholders and a non-unit ligbility, which is shown on Form 55.

(vii) The mathematical reserve for other linked contracts consists of a unit liability together with a non-unit

liability. The unit Hability is based on the value at the date of valuation of the units allocated to
policyholders and on the value of the units held as part of the death benefit under the Prufund Investment
Bond in excess of the units so allocated. The unit liability under Prudence Bond, PPA, EFP 2/3/4, EIB,
EIA, PPP, FSAVC, AVC, GPP1/2, MPP2 and PTP contracts is wholly reassured. A discounted cash flow
method of valuation is used to determine the non-unit liability and this ensures that, if the valuation
assumptions are fulfilled, no valuation strains will emerge in future years. Any inadequacy in the office
premium is therefore recognised immediately. Part of the available fund charge is reserved for funding the
death benefit for the Prufund Investment Bond. This ensures that the unit liability is suitably matched.
Specific reserves are set up for tax on capital gains, for outstanding premiums, and where relevant for
premiums in respect of policies not yet accepted.

(viii) The mathematical reserves for both linked and non-linked contracts include explicit provision for the full

liability arising from the Company's future payments in respect of Life Assurance Premium Relief on
policies which were in course of issue and subsequently not allowed as eligible following the Finance Act
1984,
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S Valuation bases continued

(1) In particular, the following principles have been observed:

(@
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©

@
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Liabilities in each currency are covered by assets in that currency, with the exception of contracts issued in
Maltese currency, for which the liability is small and sterling assets are held, and group cash accumulation
business in Hong Kong. For the latter the liabilities are denominated in Hong Kong dollars but the bulk of
the backing assets are currently invested in US dollar denominated assets. The resultant currency
mismatch is considered to be of little practical significance given the existence of the Hong Kong to US
dollar currency peg.

Unit liabilities under linked business are covered by assets which correspond to the liabilities. Liabilities for
future capital gains tax in respect of Prutrust policies are covered partly by fixed interest securities and
partly by units in the Prudential Equity Trust. The valuation interest rate adopted for each significant
category of such contracts includes a margin, where appropriate, as a provision against the effects of any
mismatch by term.

A provision for any mismatch between the nature and term of the assets held and the liabilities valued is
made in Form 9 as described in section 5(2) below. A further provision has been included in the
mathematical reserves shown in Form 58 for certain contracts issued in New Zealand.

The net premivm method has been used without modification for without-profit assurances issued in the
United Kingdom, for temporary assurances in other countries, for individual deferred annuities and for
deferred annuities under PUS. All other assurances have been valued by the modified net premium
method. '

For assurance policies the addition to the net premium is an amount having a capitalised value at the date
of issue of the policy of;

(A) 1.5% of the sum assured for business in Malta;

(B) 3% of the sum assured for with-profit business in the United Kingdom and whole life and
endowment assurance business in all other countries.

For with-profit individual retirement annuities issued in the United Kingdom the addition is 2% of the
relevant capital sum.

These modifications conform with Regulation 68 of The Insurance Companies Regulations 1994 (as
amended).

Those policies where negative reserves could arise have been valued individually and the mathematical
reserves increased to zero where necessary. Appropriate provision has been included within the additional
reserve to ensure that outstanding premiums do not result in any policies being treated as an asset.

For with-profit assurance policies where preminms have ceased, allowance is made for fature reversionary
bonuses at a rate of not more than 1% per annum simple.

No provision for any prospective Liability for tax on unrealised capital gains in respect of non-linked
business has beer included in the mathematical reserves shown in Form 58 since the fund shown in that
Form relates to assets at book value. A provision is made in Form 9, however, as described in section 5(2)
below.

For Prutrust policies the reserve for tax on capital gains shown in Form 56 has been calculated on the

assumption that all units were realised at 31 December 1995, with due allowance for the future deductions
which would be available from policy proceeds.
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5.1 Valuation bases continued

For Prufund policies the reserve for tax on capital gains shown in Form 56 has been taken as 25% of the
unrealised capital gain on assets at 31 December 1995, and unit prices are calculated net of this reserve.

Where there are linked benefits under Prudence Bond contracts, reserves for any capital gains tax liability
arising on the sale of units are maintained by the reinsurer.

(® For United Kingdom deposit administration contracts an accumulation rate of interest of 4.75% per anoum
compound (2.5% per annum for new monies invested on or after the first scheme renewal date following 15
March 1996) is guaranteed in respect of deposits made within the first 3 years, except for EPP, PCRS and
MPP1 where the period of guarantee is 5 years and for PSP and the AVC Deposit Fund where there is no
guaranteed accumulation rate. No specific provisions are made for these guarantees.

Specific provision has been made in respect of investment performance guarantees for Ideal policies and
Equity Plan Assurance policies in New Zealand.

(g) Specific provision is made for certain options under which policies may be effected without evidence of
health.

The additional reserve in respect of non-linked business covers: guaranteed values and all options not
specifically reserved for; revivals, a provision in respect of outstanding premiums to ensure that such
outstanding premiums do not result in any contract being treated as an asset; a provision for AIDS; a
provision for mismatching in respect of certain contracts issued in New Zealand which have guaranteed
surrender values; a provision in New Zealand for certain groups of policies to ensure that the total liability
is not less than the surrender value; a provision for early premium cessation under United Kingdom
assurance policies (other than those in the pension business fund) issued after 1956; a provision for
potential compensation and other costs in respect of United Kingdom pension opt-outs and transfer cases; a
provision for potential compensation in respect of United Kingdom DSS mebate business; and contingencies
for which provision is not otherwise made.

For all United Kingdom business the provision for ATDS has been assessed on the assumptions underlying
Projection R6A of the Institute of Actuaries Working Party Bulletin No.5 but modified so that mortality
rates are assumed not to decline from their peak values. A corresponding approach has been adopted for
other business. The provision for AIDS is held within the additional reserve.

The additional reserve in respect of non-linked ordinary life business at 31 December 1995 was £373.4m.

(b) No allowance was made for derivative contracts in the determination of the amount of the long term
liabilities.

(2) A provision has been made in Form 9 for mismatching and the prospective liability for tax on unrealised
capital gains.

This provision, based on all industrial and non unit-linked ordinary branch business issued in the United
Kingdom considered together, has been assessed by considering:

(i an amount equal to 15% of the estimated chargeable gains at 31 Decerber 1995 in respect of the
prospective liability for tax on unrealised capital gain;
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5.2 Valuation bases continued

(i) the effect of the following changes on the value of the liabilities and the value of a group of assets equal in

market value to the total mathematical reserves (after distribution of surplus) plus the other long term
business liabilities and on the prospective liability in respect of unrealised capital gains:

(a) an immediate decrease of 20% in the rates of interest obtainable on fixed interest securities and a fall
of 10% in the market value of equities and property, together with a corresponding rise in the
dividend and rental yield;

(b) an immediate decrease of 10% in the rates of interest obtainable on fixed interest securities and a fall
of 25% in the market value of equities and a fall of 20% in the market value of property, together
with a corresponding rise in the dividend and rental yield;

(¢) an immediate increase of 3 percentage points in the rates of interest per annmum obtainable on fixed
interest securities and a fall of 25% in the market value of equities and a fall of 20% in the market
value of property, together with a corresponding rise in the dividend and rental yield

When testing for the effects of 5(2)(ii) above, dividend and rental income was limited where necessary to
ensure that no equity or property asset had a yield (before the market fall) in excess of the annual yield on
British Government 2'4% Consolidated Stock at 31 December 1995.

For other business, investigations have been made corresponding to the above procedures.

6. Interest rates and mortality

(1) The rates of interest and tables of mortality assumed in the valuation are shown in Forms 55 and 56.

(2) No unpublished mortality or disability tables have been used.

7. Valuation of non-linked business

(@

®)

©

@

The proportion of office premiums implicitly or explicitly reserved for expenses and profits is shown in
Form 55 wherever such provision is made.

For non-linked assurances in the United Kingdom, no specific reserve is held for expenses after premiums
have ceased as it is considered that sufficient provision is contained in the margin in the valuation rate of
interest. Some allowance is made in Hong Kong.

For all annuities in payment, specific allowance is made for expenses of payment.

A prospective valuation has been used for all types of non-linked business except for:

(i) unitised with-profit pensions business and deposit administration contracts for which a full prospective
valuation is not appropriate (see the answers to questions 5(ii) and 5(iv)); and

(ii) miscellaneous minor categories for which the total mathematical reserves are negligibie.
With the exception of a few miscellaneous minor categories of business, future premiums to be valued have

been calculated in accordance with Regulation 67(1) of The Insurance Companies Regulations 1994 (as
amended).
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8. Valuation of linked business

(@) The unit liability in respect of linked contracts (subject to the exception for certain New Zealand policies as
shown below) has been obtained by valuing those units aflocated to policyholders, reduced where
appropriate for future cancellation of units and additional charges made on special series of units associated
with initial contributions, at the unit valuation price on the valuation date plus an additional amount in
respect of Prufund Investment Bond death benefit (see the amswer to question 5(viii)). In the case of
contracts linked to an external unit trust, this price is the bid price of units; in the case of contracts linked to
an internal fund, it is determined by the net asset value of the fund and the number of units.

For New Zealand Ideal Plan and Equity Plan contracts a net premium method was used with additional
reserves for capital appreciation, capital gains tax and investment performance guarantee.

For United Kingdom business the following parameters were used in determining the non-unit liability:

(i) Prutrust (Whole life and Endowment):

Per policy expenses (net of tax) applicable at 31 December 1995:

Renewal
Premium paying policies £13.00 (plus 0.75% of premium)
Other £10.00
Claim £27.00
% p.a.
Interest (net) 4.75
Inflation 4.50
Fund growth 3.60

Turn on investments: 6% on units allocated

Mortality A1967/70 Ult rated down 1 year.

There is a five-year age reduction for female lives.
(ii) Prufund (Protection Plan):

No non-unit reserve is currently deemed necessary as units are de-allocated each month to meet the
administration charge and the expected mortality cost based on the sum at risk and the age of the life
assured. The administration charge may be varied in the future to meet renewal expenses and is
reviewed annually. The mortality charge may also be varied subject to six months notice being given.

The maximum sum assured allowed will be reviewed after 10 years and subsequently every 5 years until
age 70 with annual reviews thereafter.

At the valuation date each paid-up contract was subject to unit de-allocations to meet administration
charges.

(iii) Prufund (Savings Plan and Investment Bond):
Per policy expenses (net of tax) applicable at 31 December 1995:

Renewal
Premium paying policies £13.00 (plus 0.75% of premium)
Other £10.00
Claim £27.00
% p.a.
Interest (net) 4.75
Inflation 4.50
Fund growth 3.60

Mortality A1967/70 Ult rated down 1 year.

There is a five-year age reduction for female lives.
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8.

Valuation of linked business (continned)

Fund charge: 0.90% of the fund (viz. the full fund charge less investment expenses, net of tax). For the
Investment Bond part of the find charge (0.051%) was earmarked as provision for the death bepefit in
excess of the unit reserve.

PP4, EPP2/3/4, EIB, EIA, PPP and FSAVC:

Valuation rate 6.25%; gross fund growth rate 6.5% per annum (before adjustment to allow for fund
charges and loyalty bonus where applicable); fund charge 0.8% per annum for PPA, EIB, EIA and
FSAVC (as well as EPP3 and PPP written after 6 April 1990}, and 0.55% per annum for EPP and
for PPP (written before 6 April 1990); (these charge rates are net of investment expenses and make
full allowance for the accrual of future guaranteed loyalty bonus units on EPP 2/3 and FPP);
inflation 4.50% per annum. 100% persistency is assumed throughout for FPA, PPP and FSAVC. For
EPP, EIB and EIA persistency is assumed to be 100% for the first 2 years and $5% thereafter.

In determining the future income from net fund charges the value of units is based on average bid
prices during 1995,

Mortality 70% A67/70 Ult,
For regular premium contracts it is assumed that premiums will be paid in full for the first 2 years
and that from the third anniversary onwards 85% of the premiums paid in the previcus year will be

renewed.

Renewal expenses per annum at 31 December 1995,

EPP 2/3/4
PPA and PPP EIB and EIA

Single preminm

per cent of premium 110 0.80

per policy £2.30 £2.30
Regular premium ~premium paying

per cent of preminum issued pre July 1988 5.60 4.90

per cent of premium issued post June 1988 6.40 5.90

per policy £4.50 £4.50

per payment £1.00 £1.00
Regular premium - non premium paying

per cent of premium 2.25 225

per policy £2.30 £2.30

less policy fees where applicable. In the case of policies with both with-profit and unit linked
benefits, a proportionate part of the per policy loadings is valued.

(v} AVC, GPP1/2, PTP and MPP2:

Per policy expenses applicable at 31 December 1995:

Renewal
Premium paying policies £100.00 pa
Other policies £100.00 pa
Fund Charge 0.75%pa
% p.a.
Interest 5.25
Inflation 4.50
Fund growth 5.75 (after reduction for 0.75% pa fund charge)
Mortality Nil
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8. Valuation of linked business (continued)

In determining the future income from net fund charges the value of units is based on the bid price
of units at 31 December 1995.

It has been assumed in calculating the non-unit liability that charges will be increased to cover
expenses after 3 years (current levels of charges can be increased subject to 6 months notice).

i) Prudence Bond, Prudence Managed Fund and Distribution Bond:
Valuation rate 4.75%; inflation 4.50% per annum; gross fund growth rate 4.50% per annum. (before
adjustment to allow for fund charges); fund charge 1.0% per annum less the net cost of 0.15% in
respect of investrent management charges.
Mortality 70% A67/70 Ult.

In determining the future income from net fund charges the value of units is based on average bid
prices during 1993.

Renewal expenses per annum (net of tax relief at 25%) at 31 December 1995:

per cent of premium 0.45
per policy £2.00

In the case of policies with both with-profit and unit linked benefits, a proportionate part of the per
policy loadings are valued.

The additional reserve in respect of linked business at 31 December 1995 was £9.2m. This includes a provision
for AIDS assessed on Projection R6A of the Institute of Actuaries Working Party Bulletin No.5 but modified so
that mortality rates are assumed not to decline from their peak levels. In the case of Prufund Protection Flan
contracts allowance has been made for the facility to vary mortality charges and also for the possible cessation of
administration deductions in the event that life cover ceases for paid-up policies.

(®) Explicit provision has been made for future expenses on business transacted in the United Kingdom. In
respect of other countries variable charges are imposed.

9. Currency matching

The proportion of the total mathematical reserves (other than liabilities for property-linked benefits under
linked contracts) as shown in Forms 55 and 56 not covered by assets in the same currency is less than 0.5%.

10. Reinsurance
(1) (a) Premiums of £2,000 were paid in 1995 in respect of reinsurance business ceded on a facultative basis
to reinsurers not authorised to carry on business in the United Kingdom. There were no deposit-back
arrangements,

(b) None of these was paid to a connected company.
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10. Reinsurance treaties continued
(2) The following reinsurance treaties were in force at 31 December 1995. Except where stated none of the
treaties is closed to new business. Except where stated below, none of the business is ceded to reinsurers
authorised to catry on business in the United Kingdom.

No allowance has been made for the refund of any reinsurance commission in determining the net
Tiability.

There were no deposit-back arrangements.

The premiums payable during 1993 are shown below:

Contract Premiums

pavable

of ()  United Kingdom group pension temporary assurances and annuities ceded £630,000
on a modified quota share basis

aff (i) United Kingdom group pension temperary assurances in excess of loss (£33,000)

form on a risk premium basis

af @) United Kingdom linked benefits under Group AVC, MPP2, GPP1/2 and £16,385,000
PTP contracts on a risk premium basis (investment risk only)

af (iv) United Kingdom linked benefits under PPA, EPP 2/3, EIB, EIA and PPP  £26,943,000
on a 100 per cent quota share basis

af (v)  United Kingdom linked benefits under Prudence Bond, Prudence Managed £25,982,000
Bond and Distribution Bond on a 100% quota share basis

ap (vi) United Kingdom pension annuities in payment on a 160% quota share £310,749,000
basis

o (vii) New Zealand assurances in surplus form on an original terms basis under £6,000
three separate treaties - one of these is closed to new business

o  (viii} New Zealand assurances in surplus form on a risk preminm basis under £167,000
four separate treaties

(ix} New Zealand assurances in surplus form on a risk premium basis under £485,000
four separate treatics

of (xvii) HongKong individual assurances in surplus form on a risk premium basis ~ £1,708,000

af (xviii) Hong Kong group temporary assurances in surplus form on a risk £278,000
premium basis

(xix) In addition to the above treaties the Company participates in the
Catastrophe Risks Pool of the Association of British Insurers. A
catastrophe is defined as four or more deaths resulting from an event (or
related events) spread over less than three days. Only United Kingdom
business is covered. Claims are met by a levy on members: none had

occurred by 31 December 1995,
o Treaties with reinsurers authorised to carry on business in the United Kingdom.
B Treaties with a connected company.
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12.

Participation in profits

Policyholders do not participate in profits arising from long term sickness and accident business nor do they
participate in profits from most investment linked business. Linked business in which policyholders do
participate in profits is included in the non-linked Forms 40 and, separately identified, in Form 56. It
comprises :

(i) certain group contracts issued in the United Kingdom since 1991.

(i) all regular premium investment linked business written in New Zealand prior to 1 January 1994.

(iii) individual business issued in the United Kingdom between 1 January 1992 and 31 December 1993 under
which the policyholder has the option of investing in linked or unitised with-profits funds.

See note 11 of the Notes to the Returns under Schedules 1, 3 and 6.
Distribution of profits
The Articles of Association of the Company define the basis on which any distribution of profits may be made.
Policies are stated to be either with-profit or without-profit; on conversion of a with-profit policy to a paid-up
policy for a reduced amount participation usually continues except for United Kingdom and Malta whole life
and endowment assurances where participation automatically ceases. Advertisements may refer to the
proportion of profits allocated to with-profit policyholders. The company's bonus philosophy in the United
Kingdom is also set out in the With - Profits Guide.
After deduction of:

(i) the profits arising from business designated to be investment-linked business,

(i) the profits arising from the long term sickness and accident business, and

(iii) such sums as the Directors may set aside for the creation or augmentation of contingency funds,

a sum of not less than 90% of the divisible profits is allocated to policyholders. The residue of the divisible
profits is available at the discretion of the Directors to be transferred to the Profit and loss account.

13. Bonuses

The bonus declaration following the valuation as at 31 December 1995 provided that, as regards policies entitled to
participate, bonuses should be added as follows:

(A) United Kingdom

{a) For with-profit assurance policies:

(i) A reversionary bonus at the rates of 2.70% of the sum assured and 4.00% of the existing reversionary
bonuses.

(i) A terminal bonus payable on policies becoming claims by death or maturity between 1 April 1996 and 31
March 1997 inclusive at the rates per cent of sum assured shown in Table 1 (page 42).




(b) For Prudence Savings Account contracts :
Life With-Profits Fund :
(i) A rate of bonus interest of 4.25% per annum applied daily from 6 April 1996 until further notice.

(ii) Bonus units of
- 1.00% per annum applied monthly for accounts of at least £4,000 and less than £6,000
and
- 2.00% per annum applied monthly for accounts of at least £6,000
will apply from 6 April 1996 until further notice. The account values of £4,000 and £6,000 exclude
terminal bonus and any market value adjustment and can be varied at any time.

(iii)A terminal bonus is paid as an addition to the rate of reversionary bonus on policies becoming claims by
death or reaching the terminal bonus date. From 6 April 1996 until further notice the addition is such as to
provide the following overall returns:

Period Overall Return
Accounts less than Accounts of at Ieast £4,000 Accounts of at least
£4,000 and less than £6,000 £6,000
6/4/96 onwards 6.25% 7.25% 8.25%
6/4/95 - 5/4/96 6.00% 7.00% 8.25%
1/7/94 - 5/4/95 6.50% 7.50% 8.75%

The account values of £4,000 and £6,000 exclude terminal bonus and any market value adjustment and
can be varied at any time. Bonus units are eligible for terminal bonus from the next anniversary of the
account.

(c) For with-profit individual retirement annuity policies (excluding those policies in (d} and () below)

() A reversionary bonus on benefits not yet commenced at the rates of 2.00% of the basic annuity and 3.00%
of the existing reversionary bonuses.

(ii) A terminal bonus payable on annuities commencing between 1 May 1996 and 30 April 1997 inclusive at
the rates per cent of basic annuity shown in column 2 of Table 2 (page 42). Separate rates in column 1 of
Table 2 (page 42) apply to single premium contracts.

(iii) A terminal bonus payable on death during the period of deferment to enhance the contractual benefit (if
less than the transfer value) to the transfer value available at the date of death.

(iv) A final bonus payable on annuities commencing between 1 May 1996 and 30 April 1997 inclusive at the
following specimen rates per cent compound.

Age Next Birthday Final bonus %
at Vesting Males Females
50 and below 34.00 36.00
55 30.00 32.00
60 26,00 28.00
65 22.00 24.00
70 18.00 20.00
75 13.00 16.00

NOTE: The scale of final bonus is subject to variation during the year.
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Bonuses - United Kingdom - continued

Table 1 Table 2
Assurances ‘With-Profit Individual
Retirement Annuities

Single Premium Other
Relevant Terminak Relevant Terminal Relevant Terminal Terminal

Year Bonus Year Bonus Year Bonus Bonus

1) 2)

1995 0.00 1958 746.10 1995 4.00 2.50
1994 0.70 1957 781.50 1994 3.00 7.40
1993 1.60 1956 £19.10 1993 3.10 12.50
1992 2.50 1955 $42.30 1992 5.20 14.50
1991 3.70 1954 865.60 1991 5.90 15.80
1990 7.70 1953 889.80 1990 6.30 15.80
1989 13.80 1952 915.50 1989 14.80 17.00
1988 20.10 1951 939.90 1988 20.10 20.50
1987 26.60 1950 964.80 19387 34.60 22.70
1986 29.50 1949 988.20 1986 41.90 22.70
1985 37.00 1948 1,012.60 1985 58.50 33.40
1984 44.70 1947 1,038.50 19384 89.90 4480
1983 53.60 1946 1,065.20 1983 118.30 57.00
1982 62,70 1945 1,075.80 1932 138.60 65.30
1981 75.30 1944 1,086.80 1981 161.60 74.40
1980 93.20 1943 1,098.80 1980 208.80 87.50
1979 113.80 1942 1,111.50 1979 248.00 97.70
1978 137.40 1941 1,124.00 1978 298.00 117.30
1977 164.20 1940 1,136.90 1977 341.30 140.60
1976 194.60 1939 1,149.10 1976 388.90 171.60
1975 228.40 1938 1,162.40 1975 418.10 204.80
1974 262.90 1937 1,175.20 1974 462.20 239.60
1973 301.70 1936 1,188.10 1973 502.50 273.20
1972 349.40 1935 1,200.60 1972 536.00 319.50
1971 393.30 1934 1,213.60 1971 571.00 364.70
1970 415.10 1933 1,227.00 1970 618.90 403.60
1969 438.30 1932 1,239.10 1969 663.70 440.80
1968 463.40 1931 1,251.70 1968 708.40 478.20
1967 489.50 1930 1,264.20 1967 755.60 518.40
1966 515.60 1929 1,277.00 1966 803.20 559.00
1965 539.00 1928 1,289.90 1965 841.10 609.40
1964 563.20 1927 1,303.10 1964 873.90 657.20
1963 587.80 1926 1,316.30 1963 904.20 704,70
1962 614.30 1925 1,329.40 1962 935.70 754.90
1961 645.10 1924 1,343.00 1961 968.70 807.70
1960 679.00 1923 and 1,356.80 1960 1,002.60 850.40
1959 712.00 earlier 1959 1,038.00 895.60
years. 1958 1,074.90 243,10
1957 1,113.30 992.30
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Bonuses - United Kingdom - continned

(d) For individual retirement annuity policies, free standing additional voluntary contribution contracts and
personal pension contracts under unitised with-profit arrangements sold through the Direct Sales Force:

Cash accomulation fund:
(i) A rate of reversionary bonus interest of 7.00% per annum will apply from 1 May 1996 until further notice.
(i) A terminal bonus is paid as an addition to the rate of reversionary bonus on policies becoming claims by

death or reaching the terminal bonus date. From 1 May 1996 until further notice the addition is such as to
provide the following overall returns:

Period Overall Return
1/1/96 onwards 9.50%
1/3/95 - 31/12/95 10.50%
1/1/93 - 31/12/94 11.00%
1/1/88 - 31/12/92 12.00%
1/5/87 - 31/12/87 13.50%

NOTE: These bonuses are subject to variation during the year.

Deposit fund:-

The rate of reversionary bonus interest has regard to the returns available from time to time on short term
financial instruments and hence changes frequently.

(¢) For individual retirement annuity policies, personal pension contracts, free standing additional voluntary
contribution contracts, Exempt Investment Bonds and executive pension plans under unitised with-profit
arrangements other than those in (d) above:

Long Term With-Profits Fund and With-Profits Fund:-
(i) A rate of reversionary bonus interest of 7.00% per annum will apply from 6 April 1996 until further notice.
(i) A terminal bonus is paid as an addition to the rate of reversionary bonus on policies becoming claims by

death or reaching the terminal bonus addition date. Until further notice the addition will be such that the
aggregate rate of reversionary plus terminal bonus interest is at the rates per annum shown below.

Aggregate rate of reversionary plus
Date of deposit terminal bonus interest %o per anpum
6/4/95 omrwards 9.50
6/4/94 - 5/4/95 10.00
6/4/93 - 5/4/94 10.25
6/4/92 - 5/4/93 11.00
6/4/90 - 5/4/92 11.50
6/4/89 - 5/4/90 11.50
6/4/88 - 5/4/89 11.75
pre 5/4/88 12.25

NOTE: These bonuses are subject to variation during the year.

Short Term With-Profits Fund:-

The rate of reversionary bonus interest has regard to the returns available from time to time on short term
financial instruments and hence changes frequently.
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Bonuses - United Kingdom - continued

(0 For Exempt Investment Accounts under unitised with-profit arrangements which are administered as
Individual Pensions business:

With-Profits Investment Fund:-
(i) A rate of reversionary bonus interest of 7.00% per annum will apply from 6 April 1996 until further notice.

(ii) A terminal bonus is paid as an addition to the rate of reversionary bonus on policies becoming claims. Until
further notice the addition is as shown in the table below:-

Date of deposit % per annum
6/4/96 onwards 0.75
6/4/95 - 5/4/96 0.25
6/4/94 - 5/4/95 0.50
6/4/93 - 5/4/94 0.50
6/4/92 - 5/4/93 2.00
6/4/91 - 5/4/92 3.00
6/4/90 - 5/4/91 4.00
pre 5/4/90 5.50

NOTE:- These bonuses are subject to variation during the year.
(2) For Grouped Personal Pension contracts issued as Corporate Pensions business:-
Long Term Accumulation Fund and Long Term Accumulation (Series B) Fund:
(i) A reversionary bonus of 7.25% per annum will apply with effect from 6 April 1996 until furiher notice.
(i) A terminal bonus is payable for policies becoming claims by death or reaching terminal bonus date from 6
April 1996 until further notice. The amount payable will be sufficient to bring the total annual yields on
deposits to the levels shown in Table A (page 48), dependent upon the date of deposit of each premium.

Short Term Accumulation Fund and Short Term Accumulation (Series B) Fund:

The rate of reversionary bonus interest has regard to the returns available from time to time on short term
financial instruments and hence changes frequently.

(h) For unitised Group Personal Pension contracts issued as Corporate Pensions business:-
Pensions With-Profits Fund:
(i) A reversionary bonus of 7.25% per annum compound with effect from 6 April 1996 until further notice.
(ii) A terminal bonus is payable on policies becoming claims by death or retirement from 6 April 1996 until
further notice. The amount payable will be sufficient to bring the total annual yields on deposits to the
levels in Table A (page 48), dependent upon the date of deposit of each premium.

(i} For unitised Pension Transfer Plan, Trustees Transfer Plan, Pension Transfer Bond 32 and Money Purchase
Plan (New) contracts:-

Pensions With-Profits Fund:
(i A reversionary bonus of 7.25% per annum compound with effect from 6 April 1996 until further notice.

For units designated to cover GMP in the With Profit H fund the reversionary bonus with effect from 6
April 1996 will be 6.25%.



Bonuses - United Kingdom - continued

(ii) A terminal bonus is payable on policies becoming claims by death or retirement from 6 April 1996 until
further notice. The amount payable will be sufficient to bring the total annual yiclds on deposits to the
levels shown in Table A (page 48), dependent upon the date of deposit of each premium.

NOTE:- For units designated to cover GMP these yields will be 1% per annum less than this.
() For With-Profit Investment Account and With-Profit Investment Bond.:-
Pensions With-Profits Fund:

(i) A reversionary bonus of 7.25% per annum compound with effect from 6 April 1996 until further notice.

(i) A terminal bonus is payable on policies becoming claims by death or retirement from 6 April 1996 until
further notice. The amount payable will be sufficient to bring the total annual yields on deposits to the
levels shown in Table A (page 48), dependent upon the date of deposit of each premium.

(%) For Compulsory Purchase Annuities and Personal Pension Annuities - With-Profit Option:-

(i) A reversionary bonus on pensions in payment of 7.25% per annum compound with effect from 6 April
1996 until further notice.

(i) Terminal bonus is an addition to the pension payable in the year following the policy anniversary occurring
in the bonus year 6 April 1996 to 5 April 1997. It does not form, part of the following year’s pension.

Terminal bonus will apply at the following rates:-

Policy Commencement date of Terminal
anniversary pension bonus
(%)
1 6/4/95 onwards 1.25
2 6/4/94 - 5/4/95 3.00
3 6/4/93 - 5/4/94 5.25
4 6/4/92 - 5/4/93 9.00
5 6/4/91 - 5/4/92 12.75

() For PUS policies:-
(i) A reversionary bonus on benefits being purchased at the rate of 4.50% simple.

(ii) A final bonus on pensions secured for members who reach normal retiring age between 1 April 1996 and
31 March 1997 inclusive at the rate of 30% compound.

(m) For group pensions deferred annuity policies:-
(i) A reversionary bonus on benefits not yet commenced at the rate of 3.00% compound.

(ii) A terminal bonus on pensions, including reversionary bonus, commencing between 15 March 1996 and 14
March 1997 inclusive at the following rates: -

(a) on additional voluntary contributions commencing after 14 March 1981, for each premium year since
the member commenced payment at the rate of 0.5% per annum simple.

(b) on all other contributions at 8.0%.

(iii) A final bonus on pensions commencing between 15 March 1996 and 14 March 1997 inclusive at the rate of
23% compound,

NOTE: The rate of final bonus is subject to variation during the year.
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Bonuses - United Kingdom - continued
(n} For CA (Defined Benefit only) issued as Corporate Pensions business:-

(i) A reversionary bonus on sums standing credited to policy accounts at the rate of 4.25% compound (for
funds subject to a basic accumulation rate of 2.50%) and 2.00% compound (for funds subject to a basic
accumulation rate of 4,75%).

(i) A terminal bonus paid on amounts withdrawn to secure retirement benefits during the scheme year ending
between 15 March 1996 and 14 March 1997 inclusive. The rate of bonus will be as shown in Table B (Page
48) dependent upon the number of complete scheme years since deposit at the time the amounts are
withdrawn.

The overall effect of these bonuses is to give amounts withdrawn average yields per annum as shown in Table E
(Page 49) dependent upon the duration since deposit.

(o} For EPP, MPP (old) and the With-Profit element of Bond 32, issued as Corporate Pensions business:-

@) A reversionary bonus on sums standing credited to policy accounts at the rate of 4.25% compound (for
funds subject to a basic accumulation rate of 2.50%) and 2.00% compound (for funds subject to a basic
accumulation rate of 4.75%).

(ii) A terminal bonus paid on amounts withdrawn to secure retirement and death benefits between 15 March
1996 and 14 March 1997 inclusive (1 April 1996 and 31 March 1997 inclusive for Bond 32) at the rates
shown in Table B (Page 48) dependent upon the number of complete scheme years since deposit.

The overall effect of these bonuses is to give amounts withdrawn average yields per annum as shown in Table E
(Page 49) dependent upon the duration since deposit.

() For CAAVC:-

(i} A reversionary bonus on sums standing credited to policy accounts at the rate of 4.00% compound (for
funds subject to a basic accumulation rate of 2.50%) and 1.75% compound (for funds subject to a basic
accumulation rate of 4.75%).

(ii) A terminal bonus paid on amounts withdrawn to secure retirement and death benefits between 15 March
1996 and 14 March 1997 inclusive, calculated as follows:-

(a) for contributions in scheme years commencing on or after 15 March 1982 at the rates shown in Table
C (Page 48) dependent upon the number of complete scheme years since deposit.

(b) for contributions in scheme years commencing prior to 15 March 1982 at the rate shown in Table D
(Page 48), applied to the total deposits in these vears, dependent upon the number of complete scheme
years since contributions commenced. If the last complete scheme year ends between 15 March 1996
and 14 March 1997 inclusive then the rate in column (1) is used. If it ends before 15 March 1996, the
rate in column (2} is used.

The overall effect of these bonuses is to give amounts withdrawn average yields per annum as shown in Table F
(Page 49), dependent upon the duration since deposit.

NOTE: AVC Deposit Fund

The rate of revessionary bonus interest for the AVC Deposit Fund has regard to the returns available from time
to time on short term financial instruments and hence is subject to frequent variation.

(q) For PCRS and PCPS policies:--

(i) A reversionary bonus on amounts standing credited to policy accounts at the rate of 4.00% compound (for
funds subject to a basic accumulation rate of 2.50%) and 1.75% compound (for funds subject to a basic
accumulation rate of 4.75%).

(i} A reversionary bonus on pensions in course of payment at the rate of 6.75% compound.
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Bonuses - United Kingdom - continued

(iii) A terminal bonus paid on amounts withdrawn to secure benefits between 1 April 1996 and 31 March 1997
inclusive (6 April 1996 and 5 April 1997 inclusive for PCPS) calculated as follows:-

(a) For premiums in scheme years commencing on or after 1 April 1982 (6 April 1982 for PCPS) at the
rates in Table C (page 48) dependent upon the number of complete scheme years since deposit.

(b) For premiums in scheme years commencing prior to April 1982 (6 April 1982 for PCPS) the rates in
Table D (page 48) are applied to the total deposits in those years dependent upon the number of
complete scheme years since commencement.

The overall effect of these bonuses is to give amounts withdrawn average yields per annum as shown in Table F
(Page 49), dependent upon the duration since deposit.

(1) For PSP policies:-
() Reversionary bonus interest on amounts standing credited to policy accounts at 2 rate of 4.75% compound.

(ii) A capital growth bonus paid on amounts withdrawn to secure benefits between 6 April 1996 and 5 April
1997 except in respect of contributions paid in the first twelve months of membership and reversionary
bonus attaching to those contributions.

The bonus is applied separately to deposits made in each year of contribution and will be such as is
necessary to give the pattern of yields shown in the table below, which also shows the capital growth bonus
rates to be applied to each year of deposit, for each year of notional term.

Year of deposit Average yield Capital Growth bonus
% per annum % per annum
6/4/95 onwards 3.00 2.86
6/4/94 - 5/4/95 8.50 3.03
6/4/93 - 5/4/94 8.75 2.88
6/4/92 - 5/4/93 9.50 3.15
6/4/91 - 5/4/92 10.00 3.22
6/4/90 - 5/4/91 10.00 2.87
6/4/89 - 5/4/90 10.00 2.59
6/4/88 - 5/4/89 10.25 ' 2.60
6/4/87 - 5/4/88 10.75 2.89

NOTE: The rates of reversionary bonus interest and capital growth bonus are subject to variation during the
year.

(s) For Prudence Bond contracts under with-profit arrangements issued as Individual Life Business :
Life With-Profits Fund:
(1) A rate of reversionary bonus intere;t of 6.25% per annum will apply from 6 April 1996 until further notice.
(i) A terminal bonus is paid as an addition to the rate of reversionary bonus, on policies becoming claims by
death and on qualifying income withdrawals. From 6 April 1996 until further notice, the amount payable

will be sufficient to bring the total annual yield on deposits to the levels shown below, dependent upon the
date of deposit of cach premium.

Date of Deposit Yield % per annum
6/4/95 onwards 8.25
6/4/94 - 5/4/95 8.75
6/4/93 - 5/4/94 9.00
6/4/92 - 5/4/93 9.50
6/4/91 - 514192 10.00
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Bonuses - United Kingdom - continued

Table A
Date of deposit Yield % per annum
6/4/95 onwards 9.75
6/4/94 - 5/4/95 10.25
6/4/93 - 5/4/94 10.50
6/4/92 - 5/4/93 11.25
6/4/91 - 5/4/92 11.75
6/4/90 - 5/4/91 11.75
6/4/89 - 5/4/90 11.75
6/4/88 - 5/4/89 12.00
6/4/87 - 5/4/88 12.50
Table B Table C
Completed Completed
scheme Terminal scheme Terminal bonus %
years bonus years (Rates per cent)
since (Rates per since AVCs PCRS PCPS
deposit cent) %o deposit
1 2.8 1 21 2.1 2.1
2 6.4 2 5.0 5.0 5.0
3 9.6 3 7.4 7.4 7.4
4 14.5 4 114 114 11.4
5 18.6 5 148 14.8 14.8
6 171 17.1 17.1
6 20.3 7 17.4 17.4 17.4
7 20.8 8 19.8 19.2 19.8
8 23.5 9 26.7 26.1 26.7
9 28.9 10 38.8 38.1 38.8
10 417 11 473 46.6 473
12 577 57.0 57.7
11 51.1 13 75.2 74.4 75.2
12 62.4 14 91.2 90.4 92.2
13 812
14 93.6 Completed Table D
15 112.6 years
since Terminal bonus %
16 128.2 commencement (Rates per cent)
17 145.5 of AVCs AVCs PCRS PCPS
18 166.5 contributions {1 (2}
19 190.0
20 202.4 15 103.9 976 102.9 105.9
16 110.9 1043 116.9 122.3
17 1184 111.6 132.4 141.6
21 216.8 18 126.9 119.8 1513 165.0
22 2470 19 136.2 128.7 1723 192.7
23 2642 20 144.2 136.6 182.7 212.4
21 1517 1441 195.1 2349
22 160.6 152.9 221.7 278.1
23 169.2 161.4 236.2 308.7
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Bonuses - United Kingdom - continued

Table E Table F
Duration Average vield % p.a. Average vield % p.a.

1 9.75 875
2 10.25 9.25
3 10.50 9.50
4 11.25 10.25
5 11.75 10.75
6 11.75 11,00
7 11.75 11.00
§ 12.00 11.25
9 12.50 12.00
10 13.50 13.00
11 14.00 13.50
12 14.50 14,00
13 15.25 14.75
14 15.75 15,25
15 16.00 15.50
16 16.25 1575
17 16.50 16.00
18 16.75 16.25
19 17.00 16.50
20 17.00 16,50
21 17.00 16.50
22 17.25 16.75
23 17.25 16.75
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13.(B) New Zealand
(a) For assurance policies other than Ex AEta or Ex General Accident Class:-

(i) A reversionary bonus at the following rates:-

per cent of sum assured per cent of existing bonus
First series 3.63 -
Second series 2.25 2.25

A reversionary bonus with cash equivalent at the following rates per cent of accrued savings benefit:-

PruPac series Superannuation 0.50
Other 0.50

(i) A terminal bonus payable on policies becoming claims by death or maturity between 1 April 1996 and 31
March 1997 inclusive at the following rates per cent of sum assured :-

Relevant First & second Relevant First &
year series year second* series
1995 - 1962 40.86
1994 - 1961 4296
1993 - 1960 45.12
1992 0.30 1959 47.28
1991 0.43 1958 49.44
1990 1.08 1957 59.40
1989 1.56 1956 62.04
1988 2.16 1955 64.74
1987 3.24 1954 67.44
1986 432 1953 70.08
1985 5.40 1952 72,84
1984 6.48 1951 75.48
1983 7.56 1950 78.72
1982 8.64 1949 81.96
1981 9.72 1948 85.20
1980 10.30 1947 93.78
1979 11.88 1944 97.02
1978 12.84 1945 100.26
1977 14,52 1944 103,98
1976 16.08 1943 107.76
1975 17.76 1942 111.54
1974 19.32 1941 119.26
1973 21.00 1940 123.58
1972 22.56 1939 127.90
1971 24.12 1938 132.16
1970 25.80 1937 136.48
1969 27.36 1936 140.80
1968 29.04 1935 151.86
1967 30.60 1934 156.90
1966 3222 1933 161.58
1965 34,38 1932 166.38
1964 36.54
1963 38.70

* -For Second Series policies issued before 1960, the 1960 rate of 45.12 applies.
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Bonuses - New Zealand - continued
(b) For Flagship series:-

Superannueation 3.25%
Other 3.25%

The bonus rate applies to the daily balance excluding the year's base interest rate for the policy year ending
after 31 March 1996 and before 1 April 1997,

For the policy year ending after 31 March 1996 and before 1 April 1997 the base interest rate is 3.00%.
(¢} For Deposit Administration policies

A bonus rate of 2.00% applies to the mean fund including base rate interest. Base rates are fixed quarterly in
advance. From 1 January 1996, the base interest rate is 3.00%.

(d) For Ex AEtna assurance policies: -

(i) A reversionary bonus at the following rates:-

per cent of sum per cent of
assured existing bonus
Series A 1.300 2.600
SeriecsBto D, F, 0.175 0.625
L QioU&Z

Series E 0.600 1.200
SeriesG &1 0.670 1.340
Series M 1.000 2.000

(ii) A terminal bonus payable for policies becoming claims by death or maturity between 1 April 1996 and 31
March 1997 inclusive at a rate of 25% of the attaching reversionary bonuses at the date of claim.

(¢) For Ex General Accident assurance policies:-

(i) A reversionary bonus at the following rates:-

per cent of sum per cent of
assured existing bonus

Seriess A& B 2.775 -
Series C 3.125 -
Series D 2.875 -

SeriesE, G& H 2.250 2250

Series F 2.000 2.000

Series I 2.500 2.500

(ii) A terminal bonus payable for policies becoming claims by death or maturity between 1 April 1996 and 31
March 1997 inclusive at a rate of 18% of the attaching reversionary bonuses at the date of claim.
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13.(C) Hong Kong

(a) For assurance policies

(@ A reversionary bonus at the following rates :-

per cent of per cent of

sim assured existing bonus
First series _ 4.50 4.50
Second serics 2.50 2.50
Better Life 4.00 5.60

The bonus for Better Life applies only to policies which have been in force for at least 3 years on the date
that the bonus would be applied.

(ii) A terminal bonus payable for Better Life policies becoming claims in the year commencing on the policy
anmiversary between 1 April 1996 and 31 March 1997 and which have been in force for at least 3 years at
the date of claim, at the following rates per cent of the participating sum assured and attaching reversionary
bonus at the date of claim :-

Curtate Per cent of

duration in sum assured

force (years) and existing
bonuses
3.50
7.00
9.00
11.00
13.00

~1 L B W

(5) For group pension CA policies:-

@ For policies subject to a guaranteed rate of 5%, a reversionary bonus on benefits secured at the rate of 2.0%
compound.

(ii) For policies subject to a guaranteed rate of 3%, a terminal bonus on policies becoming claims between 1
April 1996 and 31 March 1997, the effect of which is to accumulate members® accounts at 7.5% pa
inclusive of the 3% guarantee.

(iii) For policies with no guaranteed rate, a terminal bonus on policies becoming claims between 1 April 1996
and 31 March 1997, the effect of which is to accumulate members’ accounts at 8.5%pa.
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13.(D) Malta
For with profit assurance policies:-

() A reversionary bonus at the rates of 2.70% of the sum assured and 4.00% of the existing reversionary
bonuses.

(ii) A terminal bonus payable for policies becoming claims by death or maturity between 1 April 1996 and 31
March 1997 inclusive at the following rates per cent of sum assured.

Relevant | Terminal | Relevant | Terminal
year bonus year bonus
1995 - 1965 539.0
1994 - 1964 563.2
1993 - 1963 587.8
1992 0.4 1962 614.3
1991 23 1961 645.1
1990 34 1960 679.0
1989 4.4 1959 712.0

. 1988 6.2 1958 746.1
1987 2.8 1957 781.5
1986 12.6 1956 819.1
1985 156 1955 842.3
1984 18.2 1954 865.6
1983 21.6 1953 889.8
1982 25.6 1952 915.5
1981 316 1951 939.9
1980 39.3 1950 964.8
1979 52.9 1949 9838.2
1978 673 1948 1,012.6
1977 82.5 1947 1,038.5
1976 93.8 1946 1,065.2
1975 117.1 1945 1,075.8
1974 137.0 1944 1,086.8
1973 153.8 1943 1,098.8
1972 168.8 1942 1,111.5
1971 3933 1941 1,124.0
1970 415.1 1940 and | 1,136.9
1969 438.3 all
1968 463.4 earlier
1967 489.5 years
1966 515.6
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13.(E) Bonus distribution policy

14,

15.

The following bonuses are declared in anticipation out of the profits of the calendar year immediately following
the date of the valuation:

(1) Reversionary bonuses in the United Kingdom for individual Personal Pension Policy, individual Personal
Pension Scheme and individual Free-Standing Additional Voluntary Contribution Scheme contracts, PSP,
GPP1/2, PTP, PTB32, WP Inv Acc, the AVC Deposit Fund, the with-profit elements of PPA, EPP 2/3/4,
EIB, EIA and PPP, the with-profit element of Prudence Bond, Prudence Savings Account, and in New
Zealand for Group Deposit Administration Business;

(2) Terminal bonuses for individual Personal Pension Policy, individual Personal Pension Scheme, individual
Free-Standing Additional Voluntary Contribution scheme contracts, PSP, GPP1/2, PTP, PTB32, WP Inv
Acc, the AVC Deposit Fund, Prudence Savings Account, MPP1/2, PIB, PCPS, PCRS, Hong Kong cash
accumulation contracts and the with-profit elements of PPA, EPP2/3/4, EIB, EIA, PPP and Prudence
Bond;

(3) Terminal and final bonuses for retirement annuity contracts.

Reversionary bonuses for all other contracts and terminal bonuses for other assurance policies are declared out
of the profits of the calendar year ending on the date of the valuation.

Bonus determination

The rates of bonus are independent of age, duration and the original term of the contract except where
otherwise indicated in the answer to Question 13.

Bonus allocation
The bonuses vest immediately on allotment except that:
(2) Reversionary bonuses vest on the policy anniversary for the following categories of business:

United Kingdom individual retirement annuity policies and PUS, New Zealand PruPac series policies,
and Hong Kong individual policies.

(b) Reversionary bonuses vest on the day next preceding the commencement of the premium year for the
following categories of business:

Group pension deferred annuity policies, CA, CAAVC, EFP, PCRS, MPP1/2, Bond 32 and PCPS.
(¢) Terminal and final bonuses on annuity policies vest as follows:
(i) on commencement of the annuity or pension in the case of individual retirement annuity policies and

group pension annuity policies and terminal bonus also vests on death in the case of individual
retirement annuity policies;

(ii) for individual unitised with-profit pensions business contracts, PPA, EPP 2/3/4, EIB, EIA and PPP
terminal bonus (in respect of with-profit benefits) is paid on policies becoming claims by death,
vesting, realisation of units in order to meet charges or, where applicable, to switch into other linked
funds; and for some policies on attainment of selected retirement age.

(iii) final bonus on members reaching normal pension age in the case of PUS policies; and
(iv) terminal bonus on the date an amount is withdrawn fo secure benefits arising on death or retirement

in the case of CA, CAAVC, EPP, PCRS, MPP1/2, Bond 32, GFP2, PTP, PTB32, WP Inv Acc and
PCPS, and on claims by death or reaching the terminal bonus addition date for GPP1.
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15. bonus allocation - continued

(d) Capital Growth bonus vests on the date an amount is withdrawn from PSP to secure benefits arising on
death, retirement or withdrawal.

(e) Under policies issued on the lives of children, bonuses are not payable in the event of death prior to
attainment of the following ages:

United Kingdom 16
New Zealand 10

16. Interim bonus payments

Except where the facility exists to vary bonuses at any time, bonuses are declared annually; therefore there is
no interim bonus declaration.

17, Surplus
The surplus for:
(i) life and annuity non-linked business (other than designated linked),
(i) linked business and
(iii) non-linked pensions business (other than designated linked)
is determined separately.

The relevant separate forms have been prepared.
18. Valuation results
The surplus for:

i) life and annuity non-linked business (other than designated linked)
(ii) linked business and
(iii) pensions business {other than designated linked)

is determined separately.

Separate Forms 58 have been prepared.

19. Required minimum margin

See Form 60,
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ORDINARY BRANCH - long term sickness and accident business

L

Z.

The investigation relates to 31 December 1995.
The previous investigation related to 31 December 1994.

Description of non-linked contracts (other than miscellaneous) not fully described by the entry in column
1 of Form 55

The permanent health and supplementary sickness business comprises disability lnmp sum benefits and
disability income benefits (including waiver of premium benefits).

On payment of an additional premium, individual permanent health insurance policies issued in the United
Kingdom between January 1982 and July 1988 carry an option to increase the original benefit by up to 25%
(subject to the total benefit being no greater than 75% of earnings) on every fifth policy anniversary without
medical evidence. This option cannot be exercised whilst incapacitated or within 10 years of the termination
date of the policy.

Benefits under most income and lump sum disability policies issued in New Zealand increase in line with the
rate of inflation. The premiums are on a recurrent single premium basis.

There are no linked contracts.

(1) The following general principles and methods apply in respect of all individual permanent health,
supplementary sickness benefits and supplementary accident benefits in the United Kingdom except disability
lump sum benefits.

(@ No provision for any mismatching between the nature and term of the assets held and the liabilities
valued has been included in the mathematical reserves shown in Form 58 since the fund shown in that
Form relates to assets at book value.

A provision is made in Form 9, however, and this provision is deemed to cover any mismatching between
the nature and term of the assets held and the liabilities valued in respect of long term sickness and
accident business, which in any event will be small.

See Section 5(2) of the Valuation Report for the ordinary branch (life, annuity, pensions and linked long
term business). :

(b) The net premium method of valuation has been used without modification.

() Those policies where negative reserves could arise have been valued individually and the mathematical
reserves increased to zero where necessary. The total amount involved is trivial and consequently no
adjustment has been made in respect of outstanding premiums.

{d) No contracts participate in profits.

() No provision for any prospective liability for tax on unrealised capital gains has been inciuded in the
mathematical reserves shown in Form 38 since the fund shown in that Form relates to assets at book
value.

A provision is made in Form 9, however, and this provision is deemed to cover any prospective liability
for tax on unrealised capital gains in respect of long term sickness and accident business, which in any
event will be small. See section 5(2) of the Valuation Report for the ordinary branch (life, annuity,

pensions and linked long term business).

(f) There are no linked or deposit administration contracts.
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Long term sickness and accident - continued

(g) The mathematical reserve for the option to increase the permanent health insurance benefit, described in
3. above, is an accumulation of the premiums attributable to that option in the period prior to the relevant
option date, with this reserve being released:

(i) immediately, if the option is not exercised, or

(ii) during the remaining term of the contract if the option is exercised.
The additional reserve as at 31 December 1995 was £0.9m. This includes a provision in respect of AIDS
assessed on assumptions regarding the spread of HIV infection and mortality from AIDS consistent with
Projection R6A set out in Bulletin No.5 published by the Institute of Actuaries Working Party but with relevant
rates assumed not to decline from their peak levels. Individual permanent health policies issued in the United
Kingdom from June 1989 have contained a provision which excludes the payment of benefit if the policyholder
is infected with HIV and hence no additional reserve for AIDS is held in respect of these policies. For the
waiver of premium benefit attached to personal pensions policies, this exclusion applied in respect of
premiums commencing to be payable after June 1990.

For all other business, the mathematical reserve is based on the premiums paid and where appropriate an
addition for the claims in payment.

6. (1) The rates of interest and tables of mortality and disability assumed in the valuation are shown in Forms 53.

(2) Supplementary accident benefits attached to United Kingdom individual life business have been valued
using an accident table based on 1978 published population accident statistics.

7. (a) The proportion of office premiums implicitly or explicitly reserved for expenses and profits is shown in
Form 55 wherever such provision is made.

(b) For individual permanent health policies issued in the United Kingdom after 1981 and waiver of preminm
riders attaching to retirement annuities and to personal pension scheme contracts in the United Kingdom,
premiums cease one year before the policy benefits cease. No specific provision is made for expenses in the
final year.

There are no other policies under which premiums cease before the termination of the contract.

() Where a prospective method of valuation has not been used, the mathematical reserve (other than for
claims in course of payment) has been taken as a proportion of:

(@) the revenue preminms,
(ii) the premiums in force on the valuation date, or
(iif) the accumulated premiums paid.

(&) Where future premiums have been valued they have been calculated in accordance with Regulation 67(1) of
The Insurance Companies Regulations 1994 (as amended).

8. There are no linked contracts.

9. The proportion of the total mathematical reserves as shown in Form 55 not covered by assets in the same
currency is under 5%.

10. (1) There were no facultative reinsurance premiurms payable.
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Long term sickness and accident - continued
(2) The following reinsurance treaties were in force at 31 December 1995. None of the treaties is closed to
new business. Except where stated, none of the reinsurance is ceded to reinsurers authorised to carry on
business in the United Kingdom. The premiums payable during 1995 are shown below.

No allowance has been made for the refund of any reinsurance commission in determining the net
Liability.

There were no deposit-back arrangements.

Premiums
Contract payable
apf (@) United Kingdom permanent health insurance business in surplus form on £65,000
an original terms basis.
o (i) United Kingdom permanent health insurance business in surplus form on £7,000
an originat terms basis.

af (i) United Kingdom: group long term incapacity insurance on an original terms £75,000
basis.

o (iid) New Zealand disability income benefits in surplus form on a risk premium £66,000
basis under two separate treaties.

o (V) New Zealand lump sum disability benefits in surplus form on a risk £11,000
premium basis under two separate treaties.

™) New Zealand disability income benefits in surplus form on a risk premium ' £120,000
basis under two separate treaties.

(vi) New Zealand lnmp sim disability benefits in surplus form on a risk £57,000
premiumn basis under three separate treaties.

apf (xvi) HongKong accident lump sum, lump sum disability and disability income £89,000
benefits for individual contracts in surplus form on a risk premium basis.

of (xvii} HongKong lump sum disability benefits for group contracts in surplus £27,000
form on a risk premium basis.
o Treaties with reinsurers authorised to carry on business in the United Kingdom.

B Treaties with a connected company.

11, The whole of the distributed profits is transferred to the Profit and loss account. A separate Form 40 is
shown in Schedule 3.

12. No contracts participate in profits.
to 16.

17, The surplus for long term sickness and accident business is determined separately.
Separate Forms 55 have been prepared.

18. The surplus for long term sickness and accident business is determined separately.
A separate Form 58 has been prepared.

19. See Forms 60 and 61.
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Netes to Form S5

1. The tables of mortality and disability assumed in the valuation are indicated in Form 35 by the following
code letters.

A1967/70 Ult rated down 1 year for males/6 years for females

A1967/70 Ult rated down 3 years for males/8 years for females in deferment, IM/IF80 C10 in possession for deferred annuities.
AMBS0/AFS0ULt rated down 1 year in deferment;, [PMAS0 - 0.0005/PFA80 C10] rated down 1 year in possession.

IM/IFS0 C10

PMAR0 / PFA8Q C10 in possession.

A1949/52 Uit.

Al967/70 Ult.

A1967/70 Ult rated down 1 year in deferment for pension benefits and rated down 1 year for males/6 years for females for temporary
assurance benefits.

PMARO/PFAS0 C10 in deferment and possession.

1978 population statistics for England & Wales (males/females separately)
A1967/70 Ult mortality rated down 1 year for males/6 years for females.

K 1978 population fatal accident statistics for England & Wales (combined rates determined as 60% male/40% female experience).
A1967/7¢ Ult mortality rated up 1 year.

L  For lives in non-hazardous occupations A67/70 Ult rated down 5 years for males/ 10 years for females &
100% of MU 1893/97(AHY). Sickness rates are increased 50% for females.
Reserves are increased for other occupational classes depending on the degree of hazard.

A67/70 Ult rated down 3 years for males/® years for females & 100% of MU 1893/97 (AHL).
Sickness rates are increased by 50% for females.

For claims in payment A67/70 Ult rated up 5 years for males/2 years for females.
A67/70 Ult rated down 1 year & 80% of MU 1893/97 (AHY)

Al967770 Ult - 1

T0% A1967/70 Ult

IM/IF 80 C10 rated down 1 year

A 1967/70 Ult rated down 1 year for males/6 years for females in deferment, IM/IF 80 C10 rated down 1 year in possession

Hoag =9 0w

ey

2

- @ oo N O 2

A 1967/70 Ult rated down 5 years for males/10 years for females in deferment; IM/IF 80 C10 rated down 1 year in possession for
deferred annuities; A 1967/70 Ult rated down 1 year for males/6 years for females for assurances.

A 1967/70 Ult rated down 5 years for males/10 years for females.
{EMAS0 - 0.0005/PFA80 C10] rated down 1 year.

<

W 2(90) ult (males/females separately) in possession.

5%




2,

Notes other than the tables of mortality and disability assumed in the valuation are indicated in Form 55
by the following code letters.

5% in deferment for premium-paying policies, 4% in deferment for non-premium-paying policies and 5% in possession.
An addition of 5% is made to the value of annuities in possession as provision for expenses of payment.

Certain assurances in these groups are payable at age 90 and bave been valued as maturing at age 90,

3% for basic policy; 4% for bonus additions.

An addition of 30% is made to the value of annuities in possession as provision for expenses of payment.

An addition of 2.5% is made to the value of annuities in possession as provision for expenses of payment.

An addition of 0.50% is made to the value of annuities as provision for expenses in payment.

An addition of 5% is made to the vaiue of annuities in possession as provision for expenses of payment. The valuation interest
rate is reduced by 0.1% to allow for improvement in mortality.

Certain assurances in these groups are payable at age 90 and have been valued as maturing at age 90. The valuation interest rate
is reduced by 0.1% to allow for improvement in mortality.

The valuation interest rate is reduced by 0.1% to allow for improvement in mortality.
An addition of 3% is made to the value of annuities in possession as provision for expenses of payment.

Interest at 5.75% for claims in payment.
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Returns under Insurance Companies Legislation Form 57
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Fund/Part of Fund  Global Business (Issued in the United Kingdom) oB
Direct business and reinsurance accepted 31st December 1993
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 , 2 £ 3 4 £000
MPP :
Equity Fund 1.781000 686,239 1.222
International Fund 1.577000 335,540 529
International Bond 1.652000 61,120 101
Fixed interest Fund 1.680000 289,232 486
Index Linked Fund 1.473000 29,867 44
Cash Fund ' 1.286000 619,571 797
Discretionary Fund 1.667000 9,868,098 16,449
Global Equity Fund 1.730000 266,546 461
Property Fund 1.371000 45,941 63

Total MPP 20,152

Instructions for completion of this form are printed in the appendix at the end of this retum.
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Returns under Insurance Companies Legislation Form 57
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Fund/Partof Fund Global Business (Issued in the United Kingdom) OB
Direct business and reinsurance accepted 31st December 1995
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 2 £ 3 4 £000
PiA
Equity Fund 4.866000 1,136,541 5,530
International Fund 3.644000 1,016,679 ' 3,705
Fixed interest Fund 3.380000 394575 1,334
index Linked Fund 2.627000 303,710 798
Cash Fund 2.446000 919,392 2,249
Global Equity Fund 1.597000 1,361,291 2,174
Managed Fund 2.854000 13,501,195 38,532
Property Fund 1.137000 284,108 323
'A' Fund 0.881000 114,588 101

Total PIA 54,746

Instructions for completion of this form are printed in the appendix at the end of this return.
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Returns under Insurance Companies Legislation
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Form 57

Fund/Part of Fund  Global Business ({Issued in the United Kingdom) CB
Direct business and reinsurance accepted 31st December 1995
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 ’ 2 £ 3 4 £000
Prudential Equity Trust
8.321000 6,161,316 51,268
;
Total Prudential Equity Trust 51,268

Instructions for completion of this form are printed in the appendix at the end of this retumn.
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Returns under Insurance Companies Legislation Form 57
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Fund/Partof Fund Global Business (Issued in the United Kingdom) 0B
Direct business and reinsurance accepted 31st December 1995
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts

1 2 £ 3 4 £000

Prudential Individual
Property Pension 4.796150 275,080 1,319
Equity Pension 13.946550 578,406 8,067
Fixed Interest Pension 8.017390 386,183 3,096
Managed Pension 10.185190 9,811,053 100,026
Index-Linked Gilt Pension 3.218350 203,034 654
International Money Pension 3427170 336,994 1,155
Global Equity Pension 4.763480 1,210,925 5,768
Cash Pension 2.718280 4,032,325 10,961
Equity Unit Trust Pension 1.212380 8,602 11
Spedial Situations Pension 1.786700 433,415 774
Small Companies Pension 1.843870 874,457 1,612
Global Growth Pension 1.562540 182,245 285
Japanese Pension 1.933410 2,844,076 5,499
European Pension 1.864470 1,591,798 2,968
North American Pension 1.889250 730,636 1,380
International Smaller Companies Pension 2.368080 348,409 825
Prernier Income Pension 1.161000 112,705 131
Equity Incomne Pension : 2.047170 120,131 246
High Income Pension 1.842800 48,441 89
UK Growth Pension 1.620970 359,203 582
International Growth Pension 2.028330 558,271 1,133
Pacific Markets Pension 2.405440 650,599 1,565
Property Series 2 4.889830 169,709 830
Equity Series 2 17.441740 115,575 2,015
Fixed Interest Series 2 6.173510 45,607 281
Managed Series 2 9.042410 1,438,730 13,019
Pacific Basin Series 2 3.996280 226,266 904
North America Seties 2 3.260530 39,818 130
International Series 2 7.166310 232952 1,669
European Series 2 3.104160 124,415 386
Cash Series 2 3.811040 154,200 588
Balanced Growth Series 2 1.779390 66,456 118
Strategic Growth Series 2 1.908980 86,012 164
Special Situations Series 2 2.013530 16,352 33
Small Companies Series 2 1.770180 50,683 80
Global Growth Series 2 2.196350 10,316 23
Japanese Unit Trust Series 2 1.806290 161,442 292

Instructions for completion of this form are printed in the appendix at the end of this retumn.
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Returns under tnsurance Companies Legislation Form 57
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Giobal business

Fund/Partof Fund  Global Business (Issued in the United Kingdom) OB
Direct business and reinsurance accepted 31st December 1985
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 2 £ 3 4 £000

Prudential Individual

European Unit Trust Setries 2 2.706940 15,287 41
Premier income Unit Trust Series 2 1.772710 7,820 14
Equity Unit Trust Series 2 1.994290 85316 170
Equity Income Unit Trust Series 2 2.169250 14,294 31
High Income Unit Trust Series 2 2.041140 15,742 32
UK Growth Unit Trust Series 2 2.037380 18,567 38
International Growth Unit Trust Seties 2 1.958920 46,029 90
Pacific Markets Unit Trust Series 2 2.245420 82,925 186
Distribution Fund Series 2 1.042250 144 625,569 150,736
Distribution Cash Fund Series 2 0.963970 199,087 193
internationat Smaller Companies Unit Trust Series 2 2.416540 12,229 29
North American Unit Trust Series 2 3.439690 4,852 17

Total Prudential {ndividual 320,265

Instructions for completion of this form are printed in the appendix at the end of this retern.
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Returns under Insurance Companjes Legislation

Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Fund/Partof Fund  Global Business (Issued in the United Kingdom)
Direct business and reinsurance accepted

Form 57

OB

31st December 1995

Instructions for completion of this form are printed in the appendix at the end of this return,
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Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 ‘ 2 £ 3 4 £000
Prufund
3.864982 110,000,000 426,827
T
Total Prufund - @&?ﬁ 426,827




Returns under Insurance Companies Legislation
Angzlysis of unit liabilities

Name of company The Prudential Assurance Company Limited

Global business

Form 57

Fund/Part of Fund  Global business (Issued in Hong Kong) CB
Direct business and reinsurance accepted 31st December 1995
Name of unit link Valuation price Number of units Unit liability
per unit deemned allocated
to contracts
1 2 £ 3 4 £000
External Funds
. Global Growth Fund 8.250000 587,015 4,843
Total External Funds 4,843

Instructions for completion of this form are printed in the appendix at the end of this retum.
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Returns under Insurance Companies Legislation
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited

Global business

Fund/Partof Fund Global business (Issued in New Zealand)

Direct business and reinsurance accepted

Form 57

oB

31st December 1995

Total External Funds

Instructions far completion of this form are printed in the appendix at the end of this return.
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Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 2 £ 3 4 £000
External Funds
Equity Policy 0.640000 793,750 508
Ideal Policy 0.640000 6,276,563 4,017
4,525




Returns under Insurance Companies Legislation ' Form 57
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Fund/Part of Fund  Global business (Issued in New Zealand) OB
Direct business and reinsurance accepted 31st December 1995
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 2 £ 3 4 £000
Ordinary Fund - Flagship
0.670000 688,153 460
Total Ordinary Fund - Flagship - %\@ %ﬂwa%%&g%%%w o 460
e

Instructions for completion of this form are printed in the appendix at the end of this return.
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Returns under Insurance Companies Legislation : Form 57
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Fund/Partof Fund Global business (Issued in New Zealand) oB
Direct business and reinsurance accepted 31st December 1995
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
fo contracts
1 2 £ 3 4 £000
Ordinary Fund - investor Bond
Beaver Fund Growth Units 0.750000 23,443,513 17,583
Squirrel Fund Growth Units 0.750000 4,416,000 3,312
Stag Fund Growth Units 0.750000 8,682,667 6,512
Fixed interest Fund Growth Units 0.490000 24,144,898 11,831
Total Ordinary Fund - investor Bond ,,@% : a§ sgﬁ%s ‘?“% g§~ = ﬁg 39,238
or '\:(\ °:pﬁm~¢ ?",:

Instructions for completion of this form are printed in the appendix at the end of this return.
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Returns under Insurance Companies Legislation Form 57
Analysis of unit liabilities
Name of company The Prudential Assurance Company Limited
Global business
Fund/Partof Fund Global business (Issued in New Zealand) OB
Direct business and reinsurance accepted 31st December 1985
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to confracts
1 2 £ 3 4 £000
Ordinary Fund - Wealth Portfolio
Balanced Fund Growth Plus 6.020000 29,907 180
Units
Balanced Fund Growth Units 5.780000 4,637,370 26,804
Capital Fund Growth Units 4,860000 281,738 1,369
Capital Fund Growth Plus 4.960000 391 2
Units
Entrepreneurial Fund Growth Plus 6.380000 10,264 66
Units
Entrepreneurial Fund Growth Units 6.140000 2,332,410 14,321
Capital Stable Fund Growth Units 4,510000 182,018 820
Capital Stable Fund Growth Plus 4520000 12,869 58
Units
International Balanced Fund Growth Units 4.510000 183,551 828
International Balanced Fund Growth Plus 4,530000 543 3
Units
international Growth Fund Growth Plus 4.510000 264 1
Units
"International Growth Fund Growth Units 4 490000 184,789 830
Total Ordinary Fund - Wealth Portfolio 45,282

Instructions for completion of this form are printed in the appendix at the end of this return.
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Returns under Insurance Companies Legisiation
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited

Global business

Form 57

Fund/Partof Fund Global business (Issued in New Zealand) OB
Direct business and reinsurance accepted 31st December 1995
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 2 £ 3 4 £000
Superannuation Fund - Flagship
0.670000 12,899 8
8

Total Superannuation Fund - Flagship

Instructions for completion of this form are printed in the appendix at the end of this retumn.
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Returns under Insurance Companies Legislation
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited

Global business

Fund/Partof Fund Global business (Issued in New Zealand)

Direct business and reinsurance accepted

Form 57

OB
31st December 1985

Instructions for completion of this form are printed in the appendix at the end of this retumn.
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Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 2 £ 3 4 £000
Superannuation Fund - Wealth Portiolio
Balanced Fund Growth Plus 6.000000 24,817 149
Units
Balanced Fund Growth Units 5.800000 4,958,276 28,758
Capital Fund Growth Units 4.880000 283,811 1,385
Capital Fund Growth Plus 4950000 1,107 5
Units
Entrepreneurial Fund Growth Units 6.170000 2,482,334 15,316
Entrepreneurial Fund Growth Plus 6.310000 19,282 122
Units
Capital Stable Fund Growth Units 4.520000 167,936 759
Capital Stable Fund Growth Plus 4530000 478 2
Units
internationat Balanced Fund Growth Units 4.530000 185,711 841
International Balanced Fund Growth Plus 4.540000 150 1
Units
International Growth Fund Growth Units 4.510000 118,345 534
International Growth Fund Growth Plus 4.530000 5,544 25
Units
Total Superannuation Fund - Wealth Portfolio 47,8397




Returns under Insurance Companies Legislation Form 57
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Fund/Partof Fund  Global Business (issued in the United Kingdom) oB
Reinsurance ceded 31st December 1995
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 2 £ 3 4 £000
MPP
Equity Fund 1.781000 686,239 1,222
International Fund 1.577000 335,540 529
International Bond 1.652000 61,120 101
Fixed interest Fund 1.880000 289,232 486
Index Linked Fund 1.473000 29,867 44
Cash Fund 1.286000 619,571 797
Discrefionary Fund 1.667000 9,868,098 16,449
Global Equity Fund 1.730000 266,546 461
Property Fund 1.371000 45,941 63

Total MPP 20,152

Instructions for completion of this form are printed in the appendix at the end of this retum.
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Returns under Insurance Companies Legisiation Form 57
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Fund/Part of Fund  Global Business {Issued in the United Kingdom) OB
Reinsurance ceded 31st December 1995
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 2 £ 3 4 £000
PIA
Equity Fund 4866000 1,136,541 5,530
Cash 2.448000 919,392 2,249
international Fund 3.644000 1,016,679 3,705
Fixed interest Fund 3.380000 394,575 1,334
Index Linked Fund 2.627000 303,710 798
Global Equity Fund 1.597000 1,361,291 2,174
Managed Fund . 2.854000 13,501,195 38,532
Property Fund 1.137000 284,108 323
‘A Fund 0.881000 114,588 101

Totai PIA 54,746

Instructions for completion of this form are printed in the appendix at the end of this return.
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Returns under Insurance Cornpanies Legislation Form 57
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Fund/Partof Fund  Global Business (Issued in the United Kingdom) OB
Reinsurance ceded 31st December 1995
Name of unit link Valuation price Number of units Unit liability
per unit deemed allocated
to contracts
1 2 £ 3 4 £000
Prudential Individual
Property Pension 4.796150 275,090 1,319
Equity Pension 13.946550 578,406 8,067
Fixed Interest Pension 8.017390 386,183 3,008
Managed Pension 10.195180 8,811,053 100,026
Index-Linked Gilt Pension . 3.218350 203,034 654
Infernational Money Pension 3427170 336,994 1,155
Global Equity Pension 4.763480 1,210,925 5,768
Cash Pension 2.718280 4,032,325 10,961
Equity Unit Trust Pension 1.212390 8,602 11
Special Situations Pension 1.786700 433,415 774
Small Companies Pension 1.843870 874 457 1,612
Global Growth Pension 1.562540 182,245 285
Japanese Pension 1.833410 2,844,076 5,498
European Pension 1.864470 1,591,798 2,968
North American Pension 1.889250 730,636 1,380
International Smaller Companies Pension 2.368080 348,409 825
Premier Income Pensicn 1.161000 112,705 131
Equity Income Pension - 2.047170 120,131 246
High Income Pension 1.842800 48 441 89
UK Growth Pension 1.820970 359,203 582
International Growth Pension 2.029330 558,271 1,133
Pacific Markets Pension 2.405440 650,599 1,565
Propetty Series 2 4.8389830 169,709 830
Equity Series 2 17.441740 115,575 2,015
Fixed Interest Series 2 6.173510 45,607 281
Managed Series 2 9.042410 1,438,730 13,019
Pacific Basin Series 2 3.986280 226,266 904
North America Series 2 3.260530 39,818 130
International Series 2 7.166310 232,952 1,669
European Series 2 3.104160 124,415 386
Cash Series 2 3.811040 154,200 588
Balanced Growth Series 2 1.779380 66,456 118
Strategic Growth Series 2 1.808980 86,012 164
Special Situations Series 2 2.013530 16,352 33
Small Companies Series 2 1.770180 50,683 80
Global Growth Series 2 2.198350 10,316 23
Japanese Unit Trust Series 2 1.806280 161,442 292

Instructions for completion of this form are printed in the appendix at the end of this retumn.
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Returns under Insurance Companies Legisiation
Analysis of unit liabilities

Name of company The Prudential Assurance Company Limited
Global business

Fund/Part of Fund Global Business (Issued in the United Kingdom) OB
Reinsurance ceded 31st December 1995
Name of unit fink Valuation price Number of units Unit liability
per unit deemed allocated
fo contracts
1 2 £ 3 4 £000

Prudential Individual

European Unit Trust Series 2 2.706940 15,287 41
Premier Income Unit Trust Series 2 1.772710 7,820 14
Equity Unit Trust Series 2 1.994290 85,316 170
Equity Income Unit Trust Series 2 2.169250 14,294 31
High income Unit Trust Series 2 2.041140 15,742 32
UK Growth Unit Trust Series 2 2.037380 18,567 38
International Growth Unit Trust Series 2 1.958820 46,029 90
Pacific Markets Unit Trust Series 2 2.245420 82,925 186
Distribution Fund Series 2 1.042250 144,625,570 150,736
Distribution Cash Fund Series 2 0.963970 199,987 193
International Smaller Companies Unit Trust Series 2 2416540 12,229 29
North American Unit Trust Series 2 3.439690 4,852 17

Total Prudential Individual 320,265

Instructions for completion of this form are printed in the appendix at the end of this return.
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Returns under Insurance Companies Legisiation

Valuation result and distribution of surplus Form 58
Global business oB
The Prudential Assurance Company Limited 31st December 1995
Fund/Part of Fund Ordinary Long term (Summaty) Unit: £000
Fund carried forward 1 24,158,344
Bonus payments made to policyholders in anticipation of a surplus 2 800,861
Net transfer to (from) statement of
Transfers out of other income and expenditure 3 164,530
Fund/Part of Fund Nat transfer to (from) other
Funds/Parts of Funds 4
Valuation Net transfer out of Fund/Part of Fund (3 + 4) 5 164,530
result
Totat (1 +2+5) 6 25,123,735
Mathematical reserves for non-linked contracts 7 22,779,915
Mathematical reserves for linked contracts 8 684,153
Total (7 + 8) ] 23,464,068
Surplus including contingency and other reserves held
towards the solvency margin (deficiency) (6 - 9) 10 1,859,667
Balance of surpius brought forward unappropriated from last vaiuation 11 1,487
Net transfer from (to) statement
Transfers into of other income and expenditure 12
Composition | Und/Partof Fund Net transfer from (to) other
of Funds/Parts of Funds 13
surplus
Net transfer into Fund/Part of Fund (12 + 13) 14
Surplus arising since the last valuation 18 1,658,180
Total (11 + 14 + 15) (=10} 16 1,659,667
Bonus payments made to policyholders in anticipation of a surplus 17 800,861
cash bonuses 18
Allocated to polieyholders reversiohary bonuses 19 418,989
by way of
other bonuses 20 273,756
Distribution
of premium reductions 21
surplus
Total allocated to policyholders (17 to 21) 22 1,493,806
Net transfer out of Fund/Part of Fund (=5) 23 164,530
Total distributed surplus (22 + 23) 24 1,658,136
Balance of surplus (including contingency and other reserves held towards
the solvency margin) carried forward unappropriated 25 1,531
Total (24 + 25) (=10} 26 1,659,667
Percentage of distributed surplus allocated fo policyholders of Fund/Part of Fund 27
Corresponding | 1ot (date of valuation 31 DEC 94 ) 28
percentage at
three .
immediately earlier (date of valuation 31 DEC 83 ) 29
previous
valuations earliest {date of valuation 31 DEC 82 ) 30

Instructicns far cormplet

jon of this form are printed in the appendix at the end of this retumn.
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Returns under Insurance Companies Legislation

Valuation resuit and distribution of surplus Form 58
Global business OB
The Prudential Assurance Company Limited 31st December 1995
Fund/Part of Fund Ordinary Branch (other) Unit: £000
Fund carried forward 1 10,201,864
Bonus payments made to policyholders in anticipation of a surplus 2 229,028
Net transfer to (from) staternent of
Transfers out of other income and expenditure 3 78,087
Fund/Part of Fund Net transfer to (from) other
Funds/Parts of Funds 4
Valuation Net transfer out of Fund/Part of Fund (3 + 4) 5 78,087
result
Total (1 +2 + 5) 6 10,509,879
Mathematical reserves for non-inked contracts 7 9,660,132
Mathematical reserves for linked contracts g 58,257
Total (7 + 8) 9 9,718,389
Surplus including contingency and other reserves held
towards the solvency margin (deficiency) (6 - 9) 10 791,490
Balance of surplus brought forward unappropriated from {ast valuation 11 1,487
" Net transfer from (to) statement
Transfers into of other income and expenditure 12
Compaosition Fund/Part of Fund Net transfer from (to) other
of Funds/Parts of Funds 13
surplus
Net transfer into Fund/Part of Fund (12 + 13) 14
Surplus arising since the last valuation 15 790,003
Total {11 + 14 + 15) (=10) 16 791,490
Bonus payments made to policyholders in anticipation of a surplus 17 229,028
cash bonuses 18
Allocated to policyholders reversionary bonuses 19 251,941
by way of
other bonuses 20
Distribution 230,003
of . .
surplus premium reductions 21
Total allocated to policyholders (17 to 21) 22 710,972
Net transfer out of Fund/Part of Fund (=5) 23 78,087
Totai distributed surplus (22 + 23) 24 789,959
Balance of surpius (including contingency and other reserves held towards
the solvency margin) carried forward unappropriated 25 1,531
Total (24 + 25) (=10) 26 791,480
Percentage of distributed surpius allocated to policyholders of Fund/Part of Fund 27 80.00
Corresponding i
percentage at latest (date of valuation 31 DEC 94 } 28 90.08
three : )
immediately earlier (date of valuation 31 DEC 83 ) 29 90.06
previous
valuatiens earliest (date of valuation 31 DEC 92 ) 30 90.00

Instructions for completion of this form are printed in the appendix at the end of this return.
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Returns under Insurance Companies Legislation

Valuation result and distribution of surplus Form 58
Global business OB
The Prudentiai Assurance Company Limited 31st December 1995
Fund/Part of Fund Ordinary Branch (linked business only) Unit: £000
Fund carried forward 1 609,408
Bonus payments made to policyholders in anticipation of a surplus 2
Net transfer to (from) statement of
Transfers out of other income and expenditure 3 (880}
Fund/Part of Fund Net transfer to (from) other
Funds/Parts of Funds 4
Valuation Net transfer out of Fund/Part of Fund (3 + 4) 5 (880)
result
Total (1+2+5) -] 608,528
Mathematical reserves for non-linked contracts 7
Mathematical reserves for linked contracts 8 609,408
Totat {7 + 8) g 608,408
Surplus including contingency and other reserves held
towards the solvency margin (deficiency) (6 - 9) 10 (880
Balance of surplus brought forward unappropriated from last valuation 11
Net transfer from (to) statement
Transfers into of other income and expenditure 12
Composition Fund/Part of Fund Net transfer from (to) other
of Funds/Parts of Funds 13
surplus
Net transfer into Fund/Part of Fund {12 + 13) 14
Surplus arising since the last valuation 15 {(880)
Total (11 + 14 + 15) (=10) 16 {880)
Bonus payments made to policyholders in anficipation of a surplus 17
cash bonuses 18
Allocated to policyholders reversionary bonuses 19
by way of
other bonuses 20
Distribution
of premium reductions L
surplus
Total atlocated to policyholders (17 to 21) 22
Net transfer out of Fund/Part of Fund (=5) 23 (880)
Total distributed surplus {22 + 23) 24 (880)
Balance of surpius (including contingency and other reserves held towards
the solvency margin) carried forward unappropriated 25
Total (24 + 25) (=10) 26 {880)
Percentage of distributed surplus allocated to policyholders of Fund/Part of Fund 27
Corresponding latest  (date of valuation 31 DEC 94 ) 28
percentage at
three _ .
immediately eatlier (date of valuation 31 DEC 83 ) 29
previous
valuations earliest (date of valuation 31 DEC 92 } 30

instructions for completi

ion of this form are printed in the appendix at the end of this retum.
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Returns under Insurance Companies Legisiation

Valuation result and distribution of surplus Form 58
Global business OB
The Prudential Assurance Company Limited 31st December 1995
Fund/Part of Fund Ordinary Branch (long-term sickness and accident only) Unit: £000
Fund carried forward 1 16,148
Bonus payments made to policyholders in anticipation of a surplus 2
Net transfer to (from) statement of
Transfers out of other income and expenditure 3 2,085
Fund/Part of Fund Net transfer to (from) other
Funds/Parts of Funds 4
Valuation Net transfer out of Fund/Part of Fund (3 + 4) 5 2,055
resuit
Total (1+2+5) B 18,203
Mathematical reserves for non-linked contracts 7 16,148
Mathematical reserves for linked contracts 8
Total {7 + 8) g 16,148
Surplus including contingency and other reserves held
towards the solvency margin (deficiency) (6 - 9) 10 2,055
Balance of surplus brought forward unappropriated from last valuation 11
Net transfer from (to) statement
Transfers into of other income and expenditure 12
Composition Fund/Part of Fund Net transfer fromn (to) other
of Funds/Parts of Funds 13
surplus
Net transfer into Fund/Part of Fund (12 + 13) 14
Surplus arising since the last valuation 15 2,055
Total {11 + 14 + 15) (=10) 16 2,055
Bonus payments made to policyholders in anticipation of a surplus 17
cash bonuses 18
Allocated to policyholders reversionary bonuses 19
by way of
L other bonuses 20
Distribution
of . .
surplus premium reductions 21
Total allocated to policyholders (17 to 21) 22
Net transfer out of Fund/Part of Fund (=5} 23 2,085
Total distributed surplus (22 + 23) 24 2,055
Balance of surplus (including contingency and other reserves held towards
the solvency margin) carried forward unappropriated 25
Total (24 + 25) (=10} 26 2,055
Percentage of distributed surplus allocated to policyholders of Fund/Part of Fund 27
Corresponding latest (date of valuation 3 28
percentage at
three
immediately earlier (date of valuation ) 29
previous
valuations earliest (date of valuation ) 30

Instructions for completion of this form are printed in the appendix at the end of this retumn.
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Returns under Insurance Companies Legislation

Valuation resuit and distribution of surplus Form 58
Global business OB
The Prudential Assurance Company Limited 31st December 1985
Fund/Part of Fund Ordinary Branch (non-linked pensions business only) Unit: £000
Fund carried forward 1 13,330,924
Bonus payments made to policyholders in anticipation of a surplus 2 571,833
Net transfer to (from) statement of
Transfers out of other income and expenditure 3 84,368
Fund/Part of Fund Net transfer to {from) other
Funds/Parts of Funds 4
Valuation Net transfer out of Fund/Part of Fund (3 + 4} 5 84,368
result
Total (1 +2 + 5) 6 13,987,125
Mathematical reserves for non-linked contracts 7 13,103,635
Mathematical reserves for linked contracts 8 16,488
Total (7 + 8) 9 13,120,123
Surplus including contingency and other reserves held
towards the solvency margin (deficiency) (6 - 9) 10 867,002
Balance of surplus brought forward unappropriated from [ast valuation 11
Net transfer from (to) statement
Transfers into of ather income and expenditure 12
Composition Fund/Part of Fund Net transfer from {to) other
of Funds/Parts of Funds 13
surplus
Net transfer into Fund/Part of Fund (12 + 13} 14
Surplus arising since the last valuation 15 867,002
Total (11 + 14 + 15) (=10) 16 867,002
Bonus payments made to policyholders in anticipation of a surplus 17 571,833
cash bonuses 18
Allocated to policyhelders reversionary bonuses 19 167.048
by way of
other bonuses 20 5
Distribution 43,758
of . .
surplus premium reductions 21
Total allocated to policyholders (17 to 21) 22 782,634
Net transfer out of Fund/Part of Fund (=5) 23 84,368
Totat distributed surplus (22 + 23) 24 867,002
Balance of surplus {including contingency and other reserves held towards
the solvency margin) carried forward unappropriated 25
Total (24 + 25) (=10) 26 867,002
Percentage of distributed surplus allocated to policyholders of Fund/Part of Fund 27 80.27
Corresponding "
percentage at latest (date of valuation 31 DEC 94 ) 28 00.18
three i .
immediately earlier (date of valuation 31 DEC 93 } 29 80.23
previous
valuations earliest (date of valuation 31 DEC 82 } 30 80.26

Instructions for complet|

ion of this form are printed in the appendix at the end of this return.
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INDUSTRIAL BRANCH

1. The investigation relates to 31 December 1995.

2. The previous investigation related to 31 December 1994.

3. (1) Descriptions of non-linked contracts not fully described by the entry in column 1 of Form 55

N.B. New business has not been actively marketed since 1 January 1995.
(i} PruSave

These contracts have been issued since August 1984, and are regular premium 5 year term
endowment-type assurances. An initial lump sum payment may also be made subject to a maximum of
£2,000 except where the premium arises from the proceeds of another Industrial branch policy (including
PruSave).
Life cover depends on the four-weekly premium paid and the age at entry.
The accumulated fund consists of premiums, less charges of the whole of the first 3 four-weekly
premiums together with a deduction from each subsequent four-weekly premium, plus bonus interest

declared in respect of profit. For a policy issued in December 1994 the deduction was £2.50,

On maturity the policyholder can elect to invest the maturity proceeds in a new Prudence Savings
Account policy without evidence of health.

The benefits are as follows:

On death the sum assured together with the accumulated fund at the date of death and any terminal
bonus. On maturity the accumulated fund and any terminal bonus.

(ii) Young PruSaver
These contracts, which have been issued since November 1985, are regular preminm 5 year term
endowment-type assurances. An initial lump sum payment may also be made subject to a maximum of
£500 except where the premium arises from the proceeds of a Young PruSaver policy.

The policy is effected by an adult on the life, and for the absolute benefit, of a child aged 1 to 16 next
birthday at entry. :

The accumulated fund consists of premiums, less charges of the first 2 four-weekly premiums together
with a deduction from each subsequent four-weekly premium, plus bonus interest declared in respect of
profit. For a policy issued in December 1994 the deduction was £1.00.

On maturity the policyholder can elect to invest the maturity proceeds in a Prudence Savings Account
(Child’s Account) provided the life assured is then aged under 16.

The benefits are as follows:
On death before age 10 a return of premiums paid without interest.

On death after attainment of age 10 the greater of (i} the accumulated fund at the date of death and any
terminal bonus and (ii) the premiums paid without interest.

On maturity the accumulated fund and any terminal bonus.
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3.1 non-linked contracts - Industrial Branch - continued

{iii) Other whole life and endowment assurances

Nearly all these contracts are endowments payable on the attainment of age.65 with a smaller benefit
payable on prior death, the death benefit being independent of entry age.

All these policies have been converted to free policies for full benefits.
(2) Guarantees and options
(i) Premium rate guarantees and guaranteed options:
(a) Guaranteed paid-up policy values are provided under the Industrial Assurance Act 1923.
(b) A proportionate paid-up policy value is guaranteed for all policies issued prior to April 1979.

(¢) PruSave and Young PruSaver contracts contain a guarantee that the sum payable on maturity will be
at least equal to the total premiums less charges and deductions.

{ii) Mortality option:

PruSave contracts contain an option to effect at maturity a further contract, without evidence of health,
for a premium not exceeding 130% of the current four-weekly premium. In view of the short-term
nature of the PruSave mortality option no specific allowance has been made for it in calculating the
AIDS reserve.

4. There are no linked contracts,

5. For PruSave and Young PruSaver the mathematical reserve is the fund at 31 December 1995 accumulated from
premiums paid before the valuation date together with (in the case of PruSave) a mortality reserve for a single
premium level term assurance. The fund is discounted at a zero interest rate and future increases in the fund by
way of bonus additions and payment of future premiums are ignored.

For all other contracts, the mathematical reserve is the difference between the present value of the benefits and
the present value of the future valuation net preminms, both calculated with provision for the immediate -
payment of claims. The net premiums are calculated at an age which is one half a year less than that attained on
the next birthday after entry.

The mathematical reserves include explicit provision for the full liability arising from the Company's future
payments in respect of Life Assurance Premium Relief on policies which were in course of issue and
subsequently not allowed as eligible following the Finance Act 1984.

In particular, the following principles have been observed:

(a) No provision for any mismatching between the nature and term of the assets held and the liabilities valued
has been included in the mathematical reserves shown in Form 58 since the fund shown in that Form
relates to assets at book value. A provision is made in Form 9, however, as described in section 5(2) of the
Valuation Report for the ordinary branch (life, annuity and linked long term business).

() Where the net premium method has been used it has not been modified.

(¢} Those policies where negative reserves could arise have been valued under individual class-book groups
which have 2 common year of entry, age at entry and policy term and any resulting negative mathematical
reserves have been increased to zero. Appropriate provision has been included within the additional
reserve to ensure that outstanding premiums do not result in any policies being treated as assets.

(d) No specific reserve is made for future bonuses.
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5. Valuation bases - Industrial Branch - continued

©

®

&

6. (1)

@)

No provision for any prospective liability for tax on unrealised capital gains has been included in the
mathematical reserves shown in Form 58 since the fund shown in that Form relates to assets at book value.
A provision is made in Form 9, however, as described in section 5(2) of the Valuation Report for the
ordinary branch (life, annuity and linked long term business).

There are no linked or deposit administration contracts, although PruSave and Young PruSaver contracts
have been valued on a cash accumulation basis.

The additional reserve covers guaranteed paid-up policy values; revivals; a provision in respect of
outstanding premiums under contracts where the mathematical reserve has been increased to zero in order
to ensure that such outstanding premiums do not result in the contract being treated as anm asset; a
provision for ATDS assessed on the assumptions underlying Projection R6A of the Institute of Actuaries
Working Party Bulletin No 5 but modified so that mortalify rates are assumed not to decline from their
peak values; an additional provision in respect of compliance with Regulation 71 of The Insurance
Companies Regulations 1994 (as amended) (this provision has been increased to reflect the closure to new
business); and contingencies for which provision is not otherwise made (but see answer to Question
3(B)(ii)). The additional reserve at 31 December 1995 was £180m.

The rates of interest and table of mortality assumed in the valuation are shown in Form 55.

No unpublished mortality tables have been used.

7. (a) The proportion of office premiums implicitly or explicitly reserved for expenses and profits is shown in

Form 55 wherever such provision is made.

(b} No specific reserve is held for expenses after premivms have ceased as it is considered that sufficient

©

(@

provision is contained in the margin in the valuation rate of interest.

A prospective valuation has been used for all business except for:

(i) PruSave and Young PruSaver; and

(ii) extra preminms for which the mathematical reserve has been taken as one year's premium (£80,000),

All future premiums to be valued have been calculated in accordance with Regulation 67(1) of The
Insurance Companies Regulations 1994 (as amended).

8. There are no linked contracts.

5. All the mathematical reserves shown in Form 55 are covered by assets in the same currency.

10. (1) & (2) There are no reinsurances.

11. No policyholders have rights to participate in profits arising from particular parts of the Industrial branch fund.

See Note 1 of the Notes to the Returns under Schedules 1, 3 and 6.

12. The Articles of Association of the Company define the basis on which any distribution of profits may be made.
All policies are with-profit unless converted into paid-up policies for reduced amounts. Advertisements may
refer to the proportion of profits allocated to with-profit policyholders. The company's bonus philosophy is also
set out in the With-Profits Guide,

The Directors determine the divisible profits available after any creation or augmentation of contingency
funds. The whole of the profits relating to increases in sum assured which arise in terms of paragraph 5(1) of
The Industrial Assurance (Life Assurance Premium Relief) Regulations 1977 are atiributable to policyholders,
as is not less than 90% of the balance of the divisible profits. The residue of the divisible profits may be
transferred to the Profit and loss account.
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Industrial Branch - continued

13. The bonus declaration following the valuation as at 31 December 1995 provided that, as regards policies
entitled to participate, bonuses should be added as follows:

(@) For PruSave policies, :-

annual reversionary bonus interest at an effective rate of 5.25% per annum payable with lunar monthly rests

will apply from 3 June 1996 until further notice (an effective rate of 5.5% per annum is payable with lunar

monthly rests until 2 June 1996).

For policies becoming claims by death or maturity of endowment
terminal bonus interest is payable, which is added to the rate of annual reversionary bonus interest. The
sum of the two is applied as an effective rate per cent per annum payable with lunar monthly rests. A rate
of terminal bonus interest of 3.00% per annum over the whole term of the contract will apply until further
notice.

NOTE: These bonuses are subject to variation during the year.

(% For policies other than PruSave which were paid-up policies for the full sum assured on 31 March 1968 and
which become claims by death or maturity between 1 April 1996 and 31 March 1997 inclusive :-

an additional bonus at the rate of 1690% of the paid-up policy sum assured.
(c) For all other participating business issued before 1 July 1988:

(i) A reversionary bonus at the rates of 2.6% of the sum assured and 4.0% of the existing reversionary
bonuses.

(ii) A terminal bonus payable on policies becoming claims by death or maturity between 1 April 1996 and 31
March 1997 inclusive at the rates per cent of sum assured shown in Table IB.

" (d) For all other business issued from I July 1988:-

reversionary and terminal bonuses at the same rates as are applicable to ordinary branch United Kingdom
with-profit assurance policies.
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13. Bonuses - Indusirial Branch - continued

Table IB
Relevant Terminal Relevant Terminal Relevant Terminal

Year Bonus Year Bonus Year Bonus
1988 18.30 1955 796.20 1922 1,301.50
1987 25.50 1954 817.50 1921 1,301.70
1986 29.70 1953 839.80 1920 1,307.40
1985 38.30 1952 862.20 1919 1,316.90
1984 47.10 1951 883.50 1918 1,326.40
1983 57.30 1950 905.50 1917 1,335.90
1982 68.70 1949 925.90 1916 1,345.30
1981 83.30 1948 947.30 1915 1,354.80
1980 102.70 1947 969.50 1914 1,364.30
1979 124.50 1946 992.80 1913 1,373.80
1978 148.80 1945 1,002.90 1912 1,373.80
1977 175.90 1944 1,013.80 1911 1,373.80
1976 206.30 1943 1,025.50 1910 1,373.80
1975 239.10 1942 1,038.20 1909 1,373.80
1974 268.60 1941 1,051.00 1908 1,373.80
1973 299.90 1940 1,064.60 1907 1,373.80
1972 338.60 1939 1,077.90 1906 1,373.80
1971 380.10 19338 1,092.40 1905 1,373.80
1970 402.00 1937 1,106.20 1904 1,373.80
1969 424 .50 1936 1,120.10 1903 1,379.70
1968 44820 1935 1,133.60 1902 1,379.70
1957 472.30 1934 1,147.50 1901 1,379.70
1966 493.50 1933 1,161.70 1900 1,379.70
1965 511.40 1932 1,174.70 1899 1,385.40
1964 529.60 1931 1,188.10 1898 1,385.40
1963 54740 1930 1,201.70 1897 1,385.40
1962 566.30 1929 1,215.10 1896 1,385.40
1961 589.40 1928 1,229.20 1895 1,385.40
1960 619.00 1927 1,243.10 1894 1,386.80
1959 649 40 1926 1,257.10 1893 1,386.80
1958 681.20 1925 - 1,271.10 1892 1,386.80
1957 714.30 1924 1,285.70

1956 774.90 1923 1,301.30

For policies, other than Family Income Plans, issued before 1 January 1974 whereunder all premiums due as at

2 August 1993 were paid and which were participating policies on the next premium due date following 2 August
1993, the terminal bonuses calculated using these rates are reduced by the uncollected premiums (net of LAFPR) that
would have been payable up to the fortieth policy anniversary, or date of claim if earlier. The reduction is restricted
to the total unadjusted terminal bonus attaching to the policy.

Bonus distribution policy
For PruSave and Young PruSaver policies, annual reversionary bonus interest, maturity and terminal bonus
interest are declared in anticipation out of the profits of the calendar year immediately following the date of
valuation.

For all other assurance policies, all bonuses are declared out of the profits of the calendar year ending on the
date of valuation.
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Industrial Branch - continued

14. The rates of bonus are independent of age, duration and the original term of the contract except where
otherwise indicated in the answer to Question 13.

15. (1) For PruSave and Young PruSaver contracts reversionary bomus is added on completion of each
four-weekly period from the original date of issue of the policy.

(2) For all other contracts the reversionary bonuses vest immediately on allotment. Under such policies on the
lives of children below the age of 16, bonuses are not payable on death occurring before the child's
sixteenth birthday.

16. Except where the facility exists to vary bonuses at any time, bonuses are declared annually; therefore there is
1o interim bonus declaration.

17. Surplus is not determined separately for any part of the fund. See Form 535.
18. Surplus is not determined separately for any part of the fund. See Form 58.

19, See Form 60.
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Returns under Insurance Companies Legislation

Valuation result and distribution of surplus Form 58
Global business B
The Prudential Assurance Company Limited 31st December 1995
Fund/Part of Fund Industrial Branch Unit: £000
Fund carried forward 1 2,083,794
Bonus payments made to policyholders in anticipation of a surplus 2 23,167
Net transfer to (from) statement of
Transfers out of other income and expenditure 3 31,121
Fund/Part of Fund Net transfer to (from) other
Funds/Parts of Funds 4
Valuation Net transfer out of Fund/Part of Fund (3 + 4) 5 31,121
result
Total (1 +2 + 5) 6 3,038,082
Mathematical reserves for non-linked contracts 7 2,718,460
Mathematical reserves for linked contracts 8
Total (7 + 8) 9 2,718,460
Surplus including contingency and other reserves held
towards the solvency margin (deficiency) (6 - 9) 10 319,622
Balance of surplus brought forward unappropriated from last valuation 1 1,380
Net transfer from (o) statement
Transfers into of other income and expenditure 12
Composition Fund/Part of Fund Net transfer from {to) other
of Funds/Parts of Funds 13
surplus
Net transfer into Fund/Part of Fund (12 + 13} 14
Surplus arising since the last vaiuation 15 318,242
Total (11 + 14 + 15) (=10) 16 319,622
Bonus payments made to policyholders in anticipation of a surplus 17 23,167
cash bonuses 18
Allocated to policyholders reversionary bonuses 19 88,718
by way of
other bonuses 20 174,981
Distribution
of premium reductions 21
surplus
Total allocated to policyholders (17 to 21} 22 286,866
Net transfer out of Fund/Part of Fund (=5) 23 31,121
Total distributed surplus (22 + 23) 24 317,987
Balance of surplus {including contingency and other reserves held towards
the soivency margin) carried forward unappropriated 25 1,835
Total (24 + 25) (=10) 26 319,622
Percentage of distributed surplus allocated to policyholders of Fund/Part of Fund 27 90.21
Corresponding | 101 (date of valuation 31 DEG 94 ) 28 90.17
percentage at
three . .
immediately earlier (date of valuation 31 DEC 93 ) 29 90.21
previous
valuations earliest (date of valuation 31 DEC 92 ) 30 90.24

instructions for completion of this form are printed in the appendix at the end of this return.
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Returns under Insurance Companies Legisiation Form 61
Supplementary Accident and Sickness Insurance
Calculation of required margin of solvency
Name of company The Prudential Assurance Company Limited
Global business
Financial year ended 31st December 1995
The The
financial previous
year year
1 £000 2 £000
Gross premiums receivable 1 3,082 4,135
Premium taxes and levies (included in line 1) 2
Sub-total A (1-2) 3 3,082 4,135
Adjusted sub-total A if financial year is not a 12 month pericd to
produce an annual figure 4
Up to and including sterling equivalent of
Division of sub-total 10M ECU x 18/100 5 555 744
A (or adjusted sub-
total A if appropriate) Excess (if any) over 10M ECU x 16/100 6
Sub-total B (5 + 6) 7 555 744
Claims paid 8 213 488
Claims outstanding carried forward at end of financial year 9 40 85
Claims outstanding brought forward at beginning of financial year 10 85 66
Sub-total C (8 +9-10) 11 168 505
Amounts recoverable from reinsurers in respect of claims included
in sub-fotal C 12
Sub-total D {11 - 12) 13 168 505
Required margin of solvency for Supplementary Accident and
Sickness Insurance
14 555 744
b-total D
Subtotal Bx —o = (or, if 1/2 is a greater fraction, x 1/2)
sub-total C

Instructions for completion of this form are printed in the appendix at the end of this retum.
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JTW BLOOMER
Director

P I DAVIS
Director

P R RAWSON
Secretary
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APPENDIX

INSTRUCTIONS FOR COMPLETION

OF THE FORMS




Instructions for completion of Forms 55/66

1. Information shall be shown separately and totalled within each section in the sequence specified below:

(i)  United Kingdom business
iy overseas business.

The totals net of reinsurance ceded of United Kingdom business and overseas business are also to be
shown together with a summary of global net total business.

Separate totals for column 5 on Form 55 and columns 5, 6 and 7 on Form 56 shall be shown for sums insured,
for annuities per annum and for other measures of benefit.

2. The information shall be analysed and sub-totalled within each type of business in the sequence specified below:

(i) life assurance business

(i) general annuity business
(iliy  pension business
(iv) permanent health business
(v) capital redemption business.

3. The information shall be further analysed and sub-fotalled within each basis of participation in profits in the sequence
specified below:

(i}  with participation in profits
(i)  without participation in profits.

4. Within each subdivision required under paragraphs 2 and 3 above the appropriate types of insurance from the
following list shall be shown separately:

(i} whole life assurance
(iy endowment assurance
(il  pure endowment assurance
(iv} term assurance
(v) other assurance (to be specified)
(vi) miscellaneous assurance
(vii)  deferred annuity
(vili}  annuity in payment
(ix} other annuity (to be specified)
(x) miscellanecus annuity
(xi) group pension
(xiiy group life
(xii)  other group (to be specified)
{xiv)  permanent health insurance
(xv) capital redemption assurance
{(xvi) annuity certain.

And particulars shall also be shown of any subsidiary provisions within general business class 1 or 2 which,
by virtue of section 1(2} and {(3) of the insurance Companies Act 1982 are to be taken to be included in long term
business of any class (Supplementary Accident and Sickness Insurance - see Form 61).




10.

11.

12.

13.

14.

15.

16.

17.

18.

A further subdivision into each separate category of contract is required as follows:
Form 55 - sach category of contract which is valued on a different valuation basis;

Form 586 - each category of contract which provides different guarantees or options, and each category of unit link.
For the purpose of determining the category of the unit link, all authorised unit trusts may be considered to be one
category and all internal linked funds may be considered to be one category.

Reserves for tax on capital gains or for investment performance guarantees may be shown on separate lines in the
mathematical reserves column, where they are calculated on an aggregate basis, or in additional columns of non-unit
liabilities, where they are calculated on an individual basis.

Special reserves (including reserves calculated on an aggregate basis for tax on capital gains and investment performance
guarantees) or adjustments shall be shown on separate lines in the mathematical reserves column and the particulars of
such reserves or adjustments shall be specified.

Any contract which consists of a combination of different types of insurance shall be treated as a number of separate
contracts each dealing with one of the different types of insurance so combined and the amount by which the total number
of contracts showh in column 4 of any valuation summary exceeds the actual number of confracts to which that valuation
summary refates shall be stated:

Provided that, in relation to any category of such combined contract, any types of insurance included in the
combination which in the aggregate account for less than 10 per cent of the total mathematical reserves under that
category of contract need not be separately distinguished.

Non-linked contracts the nature of which or the method of valuation of which makes it impossible or inappropriate to give
the information required in columns 7 to 11 of Form 55 shall be shown separately and the reason for the impossibility or
the inappropriateness stated.

Linked contracts the nature of which or the method of valuation of which makes it impossible or inappropriate to give the
information in the exact form required by Form 56 shall be shown on a separate valuation summary with appropriately
modified column headings and the reason for the modification stated.

Contracts of any description may be grouped together under any 'miscellanecus’ heading provided that mathematical
reserves for business shown under all such headings in any one valuation summary do not exceed 5 per cent of the total
mathematical reserves for all business shown in that valuation summary.

Contracts with deferred participation in profits and contracts with an option to convert to another category of contract shall
be included in the category in which they fali at the date to which the investigation relates.

Contracts on more than one life may be included with single life contracts.
Contracts subject to limited premiums may be included with contracts under which premiums are payable throughout.

Life annuities guaranteed for a term certain or which provide for a refund of the balance of the purchase money on early
death may be included with other life annuities.

In the case of contracts with variable benefits the benefits shall be taken as at the date to which the investigation relates
and, where such benefits are included as approximate amounts only, that fact shall be stated.

in relation to group deferred annuity contracts under which premiums have not ceased, a statement of how the amount of
annual office premiums has been artived at shali be given.

Where for group life and pension schemes the mathematical reserves at the valuation date are based on those in respect
of the business in force at the last scheme revision date, any adjustment on account of changes after that date shal! be
shown separately,

Itis to be stated in retation to each category of contract where it is appropriate, whether the amount of the sum assured or
deferred annuity shown in the valuation summary is the fuil sum assured or annuity which would come into payment on the
maturity date or the amount accrued or actually purchased at the date to which the investigation relates and, where itis the
amount accrued or actually purchased at the date, an estimate of the full prospective sum assured or annuity for that
category shall be given.



Instructions for completion of Form 57
1. The total of colurnn 4 shall equal the total of celumn 11 on Form 56.

2. Aseparate line shall be used for each authorised unit trust and each different type of unit of each internal
linked fund.

Instructions for complstion of Form 58
1. The entry atline 1 shall be equal {o the entry at line 16 in the revenue account for the relevant fund/part of fund.

2. Where interim, mortuary or terminal bonuses are determined in advance of a valuation and are paid in
anticipation of surplus arising at the valuation, the amounts of such bonus actually paid in the period up to the
valuation date shall be entered in lines 2 and 17. To the extent thatitis the practice of the company to make
specific provision for the cost of such bonuses payable on future ciaims out of surplus arising at a valuation,
stich amounts shall be freated as amounts allocated to policyholders at the valuation in question and included
in line 20, and the actual amounts paid shall not appear at lines 2 and 17 at future valuations. An appropriate
note shall be appended identifying the various items where necessary.

3. Where policies have been transferred from one fund/part of fund to another, the associated transfer of reserves
shall not be inciuded as a "transfer” in this Form. Where any other transfer has been made, only one positive
figure shall be inserted in either line 5 or line 14 (depending on the direction of the net transfer) leaving the
other line blank. Corresponding entries shall be made in either the block comprising lines 3 and 4 or the block
comprising fines 12 and 13, as applicable.

4.  Where the enfry in line 4 or line 13 represents more than one transaction, each transfer shall be separately
identified in the form or in a note.

5. Inthe case of a company which makes allocations to eligible poiicyholders generally at intervals of more than
one year, bonus payments made to policyholders in anticipation of a surplus, transfers to or from other
income and expenditure or to or from other funds or parts of funds shall include the amounts of all such bonus
payments and transfers made since the date of the last general allocation. in that case the word "valuation™ in
tines 11 and 15 shall be replaced by "general allocation”, and line 11 shall shaw the balance of the surplus
brought forward unappropriated from the date of the last general allocation and line 15 shall show the total
amount of the surplus arising since that date. When the bonus payments or fransfers relate fo a period of
more than one year that fact shall be stated in a note.

€. Line 27 is line 22 as a percentage of line 24. Line 27 shall not be completed in years where there is no
general allocation.

Instructions for completion of Form 60

1. For a pure reinsurer, the factor 0.85 shall be replaced by 0.50

2. After distribution of surplus

3. Line 8 equals line 7 x [5{a) x .001 + 5(b) x .0015 + 5(c) x .003] for Classes | and H, or line 7 X 5(d) x .003 for
Class (Il and Class Vil

4. Any additional mathematical reserves referred to in the note to Form 14 shall be included on this Form.

5.  The appropriate factor specified in regulations 5(2) {a) and 6(3) and (4) of the insurance Companies
Regulations 1981.

instruction for completion of Form 61

"Supplementary Accident and Sickness Insurance™ means insurance falling within Class 1 {Accident) and Class 2
(Sickness) of general business inclded in contracts to which section 1{2) and (3) of the Insurance Companies Act
1982 applies.




