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Statement of solvency - long-term insurance business

Name of insurer Prudential Pensions Limited

Global business

Form 2

Financial year ended 31 December 2015
Solo solvency caiculation Company aU
registration Lk day month year Units
number Ch
R2 992726 GL 3 12 | 2015 £000
As at end of As at end of
this financial the previous
year year
b 2
Capital resources
Capital resources arising within the long-term insurance fund 11 16918 14921
g&zﬁé :ﬁzigac;lar:-lo:f;ﬁ?a;oc\,;afﬁj:dlong-term insurance business arising 12 29425 37683
iasznéari:;(;s;lgﬁ:[:;isti?:)‘Iigozc):over long-term insurance business capital 13 46343 52504
Guarantee fund
Guarantee fund requirement 21 3344 3527
izc&f:niiiiiciency) of available capital resources 1o cover guarantee fund 29 42999 49077
Minimum capital requirement {MCR})
Long-term insurance capital requiremant 31 10033 10581
Resilience capital requirement 32 6890 4340
Base capital resources requirement 33 2657 2902
individual minimum capital reguirement 24 16923 14921
Capital requirements of regulated related undertakings 35
Minimum capital reguirement {34-+35) 36 16923 14921
Excess (deficiency) of available capital resources to cover 50% of MCR 37 37881 45143
Excess (deficiency) of available capitat resources 1o cover 75% of MCR 38 33651 41413
Enhanced capital requirement
With-profits insurance capital component 39
Enhanced capital reguirement 40 16923 14921
Capital resources requirement {CRR)
Capital resources reguirement (greater of 36 and 40) 41 16823 14921
51):1?:?1 éget::j::nn;syg gf Ra;zﬂzbﬁ )capnal resources o cover long-term 42 20420 57683
Contingent liabilities
Quantifiab_le contingent liabilities in respect of long-term insurance business 51
as shown in a supplementary note to Form 14




Form 3

(Sheet 1)
Components of capital resources
Name of insurer Prudential Pensions Limited
Global business
Financiat year ended 31 December 2015
Company GLf
registration UK/ day month year Units
number CHM
R3 992726 Gl. 31 12 2015 £000
General Long-term Total as at Total as at
insurance insurance ihe end of the end of
business business this financial | the previous
year year
1 2 3 4
Core tier one capital
Permanent share capital 11 8000 600G 6000
Profit and loss account and other reserves 12 54680 54690 57717
Share premium account 13
Positive valuation differences 14
Fund for future appropriations 15
Core tier one capital in related undertakings 16
Core tier one capital (sum of 11 10 18) 19 80690 50690 63717
Tier one waivers
Unpaid share capitat / unpaid initial funds and calis for 21
supplementary contsibutions
Implicit ftems 22
Tier one waivers in related underiakings 23
Total tier one waivers as restricted (21+22+23) 24
Other tier one capital
Perpetual non-cumulative preference shares as restricted 25
Perpetual nen-cumulative preference shares in related 26
undertakings
Innovative tier one capital as restricted 27
Innovative tier one capitai in related undertakings 28
Total tier one capital before deductions
80690 60690 63717
{19424+ 25+26+27+28) H
Investments in own shares 32
intangible assets 33
Amounts deducted from technicai provisions for discounting 34
Other negative valuation differences 35 139885 13986 11113
Deductions in related undertakings 36
Deductions from tier one (32 to 36) 37 13986 13086 11113
Totai tier one capital after deductions (31-37) 39 48704 48704 52604




Form 3

(Sheet 2)
Components of capital resources
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2015
Company GL/
registration UK/ day month  year Units
number Cht
R3 992726 GL 31 12 2015 £000
General Long-term Total as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4

Tier two capital

Implicit items, (fier two waivers and amounis excluded from Ene

22) 41
Perpetual nen-cumulative preference shares excluded from: line 42
25

Innovative tier one capital excluded from ling 27 43
Tier two walvers, innovative tier one capital and perpetual non-
cumulative preference shares freated as tier two capitat (41 to 44
43)

Perpetual cumulative preference shares 45
Perpetual subordinated debt and securities 46
Upper tier two capilal in related undertakings 47
Upper tier two capital (44 o 47) 49
Fixed term preference shares 51
Other tier two instruments 52
Lower tier two capital in related undertakings 53
Lower tier two capital (51+52+53) 59
Total tier two capitat before restrictions {49+59} 61
Excess tier two capital 62
Further excess lower tier two capital 83
Total tier two capital after restrictions, before deductions 69

(61-62-63)




Form 3

{Sheet 3)
Components of capital resources
Name of insurer Prudential Pensions Limited
Global business
Financiat year ended 31 December 2015
Company GL!
registration UK/ day month year Units
number M
R3 992726 GL 31 12 2015 £000
General L.ong-term Totai as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4
Total capital resources
Positive adjustments for regulated non-insurance related 71
underiakings
Totai capital resources before deductions
46704 46704 52604
(39+69+71) 2
Inadmissible assels other than intangibles and own shares 73 361 361
Assets in excess of market risk and counterparty limits 74
Deducticns for related ancillary services undertakings 75
Deductions for regulated nen-insurance related undertakings 76
Deductions of ineligible surplus capital 77
Totai capital resources after deductions
46343 46343 52604
(72-73-74-76-76-77) 79
Available capital resources for GENPRU/INSPRU tests
Available capital rescurces for guarantee fund requirement 81 46343 46343 52604
Availzble capital resources for 50% MCR requirement 82 46343 46343 52604
Available capital resources for 75% MCR requirement 83 46343 46343 52604
Financial engineering adjustments
Implicit items 91
Financial reinsurance - ceded 92
Financial reinsurance - accepted 93
Outstanding centingent foans 94
Any other charges on future profits 95
Sum of financial engineering adjustments a6
(91+92-93+04+95)




Analysis of admissible assets
Name of insurer

Global business

Financial year ended

Category of assets

Form 13

{Sheet 1}
Prudential Pensions Limited
31 December 2015
Total other than long term insurance business assets
Company GL/ Catagory
registration UK/ day month year Units of
nlﬂwger CM assets
R13 992726 GL 3 12 2015( £000 1

As at end of this
financial year

As at end of the
previous year

1 2
f.and and buildings l 11
Investiments in group undertakings and participating interests
Shares 21
UK ingurance dependanis
Debts and loans 22
Shares 23
Other insurance dependants
Debts and loans 24
Shares 25
Non-insurance dependants
Debts and loans 26
Shares 27
QOther group undertakings
Debts and loans 28
o Shares 29
Participating interests
Debts and loans 30
Other financial investments
Equity shares 41
Other shares and other variable yield participations 42
Holdings in collective investment schemes 43
Rights under derivative contracts 44
. Approved 45
Fixed interest securities
Other 46
. . Approved 47
Variable interest securities
Other 48
Participation in investment pools 49
Loans secured by morigages 50
Loans to public or local authorities and naticnalised industries or undertakings 51
L.oans secured by policies of insurance issued by the company 52
Cther loans 53
Bank and approved credit & financial Cne month or less withdrawal 54 30620 39046
institution deposits More than one menth withdrawal 55
Other financial investments 56
Deposits with ceding underiakings 57
index linked 58
Assets held to match linked liabilities -
Property linked 59




Form 13

(Sheet 2)
Analysis of admissible assets
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2015
Category of assets Total other than iong term insurance business assets
Company GL/ Category
registration UK/ dey month year Units of
number CM assets
R13 992726 GL 31 12| 2015{ £000 1
As at end of this As at end of the
financial year previous year
1 2
Reinsurers' share of technical provisions
Provision for unearned premiums 60
Claims guistanding 61
Provision for unexpired risks 62
Other 63
Debtors and salvage
Policyhoiders 71
Direct insurance business —
intermediaries 72
Salvage and subrogation recoveries 73
i Accepted 74
Reinsurance
Ceded 78
due in 12 months or less 76
Dependants ;
due in more than 12 months 77
due ir 2 months or less 78 147
Other
due in more than 12 months 79
Other assets
Tangible assets 80
Deposits not subject to time restriction on withdrawal with approved a1 88
institutions
Cash in hand 82
Other assets {particulars 1o be specified by way of supplementary note) 83
Accrued interest and rent 84 3
Beferred acquisition costs {general business only) 85
Other prepayments and accrued income 86
Deductions from the aggregate value of assets | 87 |
F—:rand {otal of admiss_.ible assets after dedgcl_ion of admissible assets 89 30852 36187
in excess of market risk and counterparty limits (11 to 86 Jess 87)




Form 13

(Sheet 3)

Analysis of admissible assets
Name of insurer Prudentiat Pensions Limited
Global business
Financial year ended 31 December 2015
Category of assets Total other than long term insurance business assets

Company GL Category

registration UK/ day month year Units of

number M assets

R13 992726 GL 31 12 2015 £000 1

As at end of this
financial year

As at end of the
previous year

Reconcitiation to asset values determined in accordance
with the insurance accounts rules or international
accounting standards as applicable to the firm for the
purpose of its external financial reporting

Total admissible assets after deduction of admissible assets

X _ . 3

in excess of market risk and counterparty limits {as per fine 89 above} " 0852 37
Admissible assets in excess of market and counterparty limits 92

Inadmissible assets directly held a3

Capital resources requirement deduction of regulated related 04

underakings

Ineligible surplus capital and restricted assets in regulated related 95

insurance underiakings

Inadmissible assets of regulated related undestakings 96

Book value of related anciliary services undertakings 97

Other differences in the valuation of asseis (other than for assets a8

not valued above)

Deferred acquisition costs excluded from line 89 99

Reinsurers' share of technical provisions excluded from line 89 100

Other asset adjustments (may be negative) 101

Total assets determined in accordance with the insurance accounts

rules or international accounting standards as applicable to the firm 102 30852 39137
for the purpose of its external financiai reporting {81 to 101)

Amounis included in line 89 attributable to debts due from related 103

insurers, other than those under confracts of insurance or reinsurance




Analysis of admissible assets
Name of insurer

Globai business

Financial year ended

Category of assets

Form 13

{(Sheet 1)
Prudential Pensions Limited
31 December 2015
Total long term insurance business assets
Company GL/ Category
registration LK/ day menth year Units of
numbor CM assets
R13 992726 GL 3 12 2015] £000 10

As at end of this
financial year

As at end of the
previous year

1 2
Land and buiidings |
Investments in group undertakings and participating inferests
Shares 21
UK insurance dependants
Debts and loans 22
Shares 23
Other insurance dependants
Debts and loans 24
) Shares 25
Non-insurance dependants
Debts and icans 26
Shares 27
Other group undertakings
Debts and foans 28
o Shares 29
Participating interests
Debts and loans 30
Cther financial investments
Equity shares 41
Other shares and other variable yield participations 42
Hoidings in coliective investment schemes 43 350
Rights under derivative contracts 44
Approved 45 22694 24398
Fixed interest securities
Other 46
) R Approved 47
Variable interest securifies
Other 48
Participation in investment pools 49
Loans secured by morigages 50
Loans to public or local authorities and nationalised industries or undertakings 51
Lcans secured by policies of insurance issued by the company 52
Other loans 83
Bank and approved credit & financial One month or less withdrawal 54 12880 9454
institution deposits More than one menth withdrawal 55
Other financiai investments 56
Deposits with ceding underiakings 57
Index finked 58
Assets held to match linked liabilities
Property finked 59 9808964 11399765




Analysis of admissible assets
Name of insurer

Giobal business

Financial year ended

Category of assets

Form 13

{Sheet 2)
Prudential Pensions Limited
31 December 2015
Total long term insurance business assets
Company Gt Category
registration UK/ day montls year Units of
aumber Ci 255815
R13 992726 GL 31 12, 2015] £000 10

As at end of this
financial year

Ag at end of the
previous year

1 2
Reinsurers' share of technical provisions
Provision for unearned premiums 60
Claims cutstanding 61
Provision for unexpired risks 62
Other 63
Debtors and salvage
o Policyholders 71 12
Direct insurance business
Intermediaries 72
Salvage and subrogation recoveries 73
. Accepted 74 577
Reinsurance
Ceded 75 1299
due in 12 months or less 76
Cependants
due in more than 12 months 77
due in 12 months or less 78 635 510
Other
due in mere than 12 months 79
Other assets
Tangible assets 80
!I)epos_its not subject to time restriction on withdrawal with approved 81 2852 5923
institutions
Cash in hand 82
Other assets (particulars o be specified by way of supplementary note) 83
Accrued interest and rent 84 129 140
Deferred acguisition costs (general business oniy) 85
Other prepayments and accrued income 86
Deductions from the aggregate value of assets 87
Grand fotal of admissible assets after deduction of admissible assets 89 9850380 11443202

in excess of market risk and counterparty limits {11 fo 86 less 87)




Form 13

{8heet 3)

Analysis of admissible assets
Name of insurer Prudential Pensions Limited
Globat business
Financial year ended 31 December 2015
Category of assets Total long term insurance husiness assets

Company Gu Category

registration UK day month year Units of

number CM assets

R13 992726 GL 31 12; 2015 £000 10

As at end of this
financial year

As at end of the
previous year

1 2
Reconciliation to asset values determined in accordance
with the insurance accounts rules or international
accounting standards as applicable to the firm for the
purpose of its external financial reporting
Total admissible assets after deduction of admissibie assets
02
in excess of market risk and counterparty limits (as per line 89 above) 91 9850380 114452
Admissible assels in excess of market and counterparty limits 92
Inadmissible assets directly held 93 3581
Capital resources requirement deduction of regulated refated 04
underiakings
Ineligible surpius capital and restricted assets in regulated related a5
insurance undertakings
inadmissible assets of regulated related undertakings 96
Book value of refated ancillary services undertakings a7
Other differences in the valuation of assets (other than for assets 08
not valued above)
Deferred acquisition costs excluded from line 89 a9
Reinsurers' share of technical provisions exciuded from line 89 100 1635928 1631427
Other asset adjustments (may be negative) 101 (361)
Total assets determined in accordance with the insurance accounts
rues or internationat accounting standards as applicable to the firm 102 11386308 13074629
for the purpose of its external financial reporting (91 t0 10%)
Amounts included in line 89 attributable to debts due from related 103 120 111

insurers, other than those under contracts of insurance or reinsurance

10




Long term insurance business liabilities and margins

Name of insurer Prudential Pensions Limited
Global business
31 December 2015

Ordinary Long Term

Financial year ended

Total business/Sub fund

Form 14

Units £000 As at end of As at end of
this firancial the previous
year year
1 2

Mathematical reserves, after distribution of surplus 1 9826020 11413656
Cash bonuses which had not been paid to policyholders prior 12
to end of the financial year
Balance of surplus/{valuation deficit) 13 17279 14921
Long term insurance business fund carried forward (11 to 13) 14 9843209 11428577

Gross 15
Claims outstanding Reinsurers' share 16

Net (15-16) 17

. Taxation 21 516

Provisions

Other risks and charges 22
Deposits recelved from reinsurers 23

Direct insurance business H
Creditors Reinsurance accepted 32 6006

Reinsurance ceded 33

Secured 34
Debenture loans

Unsecured 35
Amounts owed to credit institutions 36

} Taxation 37

Creditors

Other 38 7442 8103
Accruals and deferred income 39
Provision for "reasonably foreseeable adverse variations” 41
Total other insurance and non-insurance liabilities (17 to 41) 49 7442 14625
Excess of the value of net admissible assets 51
Total liabilities and margins 59 9850741 11443202
Amounts included in line 59 attributable to liabilities to related companies,

: ; 61 1625 2411

other than those under contracts of insurance or reinsurance
Amounts |nc_luded in line 59 attributable to liabilittes in respect of property 62 808964 11309785
linked benefits
Totad liabilities {(11+12+49) 71 8833462 11428281
Increase to liabilities - DAC related 72
Reinsurers' share of technical provisions 73 1635928 1831427
Cther adjustments to liabilities (may be negative) 74 (14347} (11113)
Capital and reserves and fund for future appropriations 75 31265 26034
Total liabilities under insurance accounts rules or international accounting
standards as applicable fo the firm for the purpose of its external financial 76 11386308 13074629

reporting (71 to 75)

11




Liabilities {other than iong term insurance business)

Name of insurer Prudential Pensions Limited
Giobal business

Financial year ended 31 December 20156

Form 186

Company GLU
registration UK/ day month  year Units
number Cht
R15 992726 GL 3] 12 | 20158 £000
As at end of As at end of
this financial the previous
year year
1 2
Technical provisions {gross amount)
Provisicns for uneamed premiums 11
Claims outstanding 12
Provision for unexpired risks 13
o o Credit business 14
Equalisation provisions
Other than credit business 15
Cther technical provisions 16
Total gross technical provisions (11 to 16) 19
Provisions and creditors
» Taxation 21
Provisions -
Other risks and charges 22
Deposits received from reinsurers 3
Direct insurance business 4
Creditors Reinsurance accepted 42
Reinsurance ceded 43
Debenture Secured 44
ioans Unsecured 45
Amounts owed to credit institufions 46
Taxation 47 1427 1454
Creditors Foreseeable dividend 48
Other 49
Accruals and deferred income 51
Total {19 t0 61) 59 1427 1454
Provisicn for "reasonably foreseeable adverse variations™ 61
Cumulative preference share capital 62
Subordinated loan capital 63
Total (59 to 63) 69 1427 1454
Amaunts included in fine 69 attributable to liabilities to related insurers, other 7
than those under contracts of insurance or reinsurance
Amounts deducted from technical provisions for discounting 82
Cther adjustments (may be negative) 83
Capital and reserves 34 20425 37683
Total fizbilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose of its external financial 85 30852 39137

reporting (69-82+83+84)

12




Profit and loss account (non-technical account)
Name of insurer
Global business

Financial year ended

31 December 2015

Prudential Pensions Limited

Form 18

Company GU
registration UK/ day month  year Units
number CM
R16 992726 GL 3| 12| 2015 £000
This financiai Previous
year year
1 2
Fransfer {to}/from the From Form 20 11
general insurance business
technical account Equalisation provisions 12
Transfer from the fong term insurance business 13 1650 15283
revenue account
Income 14 124 78
Investment incom Value re-adjustments on 15
© investments
Gains on the realisation of 16
investments
Investment management 17 8 9
charges, including interest
Value re-adjustments on
Investment charges investments 18
Loss on the realisation of 19
investments
Allocated investment return transferred to the general 20
insurance business fechnical account
Other income and charges (particulars to be specified 24
by way of supplementary note)
Profit or loss on ordinary activities before tax
(1+12+13+14+15+16-17-18-19-20421) 29 1766 15352
Tax on profit or foss on ordinary activities 31 24 16
Profit or loss on ordinary activities after tax {29-31) 39 1742 15336
Extraordinary profit or loss (particulars to be specified 41
by way of supplementary note)
Tax on extraordinary profit or loss 42
Other taxes not shown under the preceding items 43
Profit or loss for the financial year (39+41-(42+43)) 49 1742 15336
Dividends {paid or foreseeable) 51 100G0
Profit or loss retained for the financial year (49-51) 59 (8258) 15336

13




Leng-term insurance business : Revenue account

Name of insurer
Total business / subfund Ordinary Long Term

Financial year ended 31 December 2015

Prudential Pensions Limited

Form 40

Units £000
Financial year Previous year
1 2
Income
Earned premiums 11 590551 844672
Investment income receivable before deduction of fax 12 389555 429510
ilgtconzef;% i(Jcri:tecreasse) in the value of non-linked assets brought 13 @77) 1691
Increase {decrease) in the value of linked assets 14 (184955) 706628
Other income 15
Total income 19 794174 1982501
Expenditure
Claims incurred 21 2363016 2029375
Expenses payabie 22 11657 13878
Interest payable before the deduction of 1ax 23 58 44
Taxation 24 3071 5399
Other expenditure 25
Transfer to (from) non technical account 26 1650 15283
Total expenditure 29 2379452 2063978
Business transfers - in K
Business transfers - out 3z
increase (decrease) in fund in financial year (19-29+31-32) 39 (1585278) (81478)
Fund brought forward 49 11428577 11510055
Fund carried forward (39+48) 59 9843299 11428577

14




Long-term insurance business :

Name of insurer
Total business / subfund

Financial year ended

Analysis of premiums

Prudential Pensions l.imited

Ordinary Long Term
31 December 2015

Form 41

Units £000
UK Life UK Pension Overseas Total Financial Total Previous
year year
1 P4 3 4 5

Gross
Regular premiums 11 245 245 260
Single premiums 12 78T 757731 1044430
Reinsurance - external
Reguiar premiums 13
Single premiums 14 167425 167425 200018
Reinsurance - intra-group
Regutar premiums 15
Singie premiums 16
Net of reinsurance
Regular premiums 17 245 245 260
Single premiums 18 590306 590306 844412
Total
Gross 19 757976 757976 1044690
Reinsurance 20 167425 167425 200018
Net 21 590551 5890551 844672

15




Long-term insurance business : Analysis of claims

Name of insurer
Total business / subfund

Financial year ended

Prudential Pensions Limited

Ordinary Long Term

31 December 2015

Form 42

Units £000
UK Life UK Pension Overseas Tota!;;:fncial TotalyF;r::ious
1 2 3 4 5
Gross
Death or disability lump sums 11 5269 5269 4544
Disability periodic payments 12
Surrender or partial surrender | 13 2652410 2652410 2551650
Annuity payments 14 5664 5664 6167
Lump sums on maturity 15
Total 16 2663343 2663343 2562401
Reinsurance - external
Death or disability fump sums 21 583 583 368
Disability periodic payments 22
Surrender or partial surrender | 23 294021 294021 525481
Annuity payments 24
Lump sums on maturity 25
Total 28 294604 294604 526849
Reinsurance - intra-group
Death or disability lump sums 31
Disabitity periodic payments 32
Surrender or partial surrender | 33 59 59 10
Ansuity payments 34 5664 5664 6167
Lump sums on maturity 35
Total 36 5723 5723 6177
Net of reinsurance
Death or disability lump sums 41 4686 4586 4176
Disability periodic payments 42
Surrender or partial surrender | 43 2358330 2358330 2025199
Annuity paymentis 44
Lump sums on maturity 45
Total 46 2363016 2363016 2029375

16




Long-term insurance business :

Name of insurer
Total business / subfund

Financial year ended

Analysis of expenses

Prudential Pensions Limited

Crdinary Long Term

31 December 2015

Form 43

Units £000
UK Life UK Pension Overseas Total;’eigfﬂcial Total;r::ious
1 2 3 4 &
Gross
Commission - acquisition 11
Commission - other 12
Management - acquisition 13 438 438 553
Managemeni - maintenance | 14 10032 10032 12623
Management - other 15 1187 1187 702
Total 16 11657 11657 13878
Reinsurance - external
Commission - acguisition 21
Commission - other 22
Management - acquisition 23
Management - maintenance | 24
Management - other 25
Total 26
Reinsurance - intra-group
Comimission: - acquisiticn 31
Commission - other 32
Management - acquisition 33
Management - maintenance | 34
Management - other 35
Total 36
Net of reinsurance
Commission - acquisition 41
Commission - other 42
Management - acquisition 43 438 438 553
Management - maintenance | 44 10032 10032 12623
Management - other 45 1187 1187 702
Total 48 11657 11657 13878

17




Long-term insurance business : Linked funds balance sheet

Name of insurer
Total business
Financial year ended 31 December 2015
tUnits £000

internal linked funds (excluding cross investment)

Prudential Pensions Limited

Form 44

Financial year
1

Previous year
2

Directly held assets {(excluding collective invesiment

schemes) ik 8126522 9652525
Directly heid assets_ in collective invesiment schemes of 12 1534480 1508387
connected companies

Directly held assets in other coliective investment

schemes 13 149931 141575
Total assets (excluding cross investment) (11+12+ 13) | 14 9610933 11402487
Provision for tax on unrealised capital gains 15

Secured and unsecured loans 16

Other liabilities 17 1969 2722
Total net assets (14-15-16-17) 18 9808964 11309765
Directly held linked assets

Value of direcily held linked assets 21

Total

Value of directly held linked assets and units held (18+21) { 31 39808964 11309765
Surplus units 32

Deficit units 33

Net unit liability (31-32+33) 34 9808064 11350765

18




Long-term insurance business : Revenue account for internal linked funds

Name of insurer
Total business

Financial year ended

31 December 2015

Prudential Pensions Limited

Form 45

Units £000
Financial year Previous year
1 2
Income
Value of total creation of units 11 590551 844672
Investment income attributable to the funds befere
deduction of tax 12 388678 428654
!ncrease (d(—:-_crease) in the value of investimenis 13 (184838) 706743
in the financial year
Other income 14
Total income 19 794391 1980069
Expenditure
value of total cancefiation of units 21 2363016 2029375
Charges for management 22 19237 236114
Charges in respect of tax on investment income 23 1910 1500
Taxation on realised capital gains 24
Increase (decrease) in amount set aside for tax on 25
capital gains not yet realised
Other expenditure 26 1029 1056
Total expenditure 29 2385192 2055542
Increase (decrease) in funds in financlal year (19-29) 38 (1590801) (75473)
Internal finked fund brought forward 49 11399765 11475238
Internal finked funds carried forward {39+49) 59 9808964 11399765

19




Long-term insurance business :

Name of insurer

Total business

Firancial year ended

Summary of new business

Prudential Pensions Limited

31 December 2015

Form 46

Units £000
UK Life UK Pension Overseas T°ta';;:ra"°ia' T°ta’y';;er"i°“s
1 2 3 4 5
Number of new poticyholders/
scheme members for direct
insurance business
Regular premium business 11
Single premium business 12
Total 13
Amount of new regular
premiums
Direct insurance business 21
External reinsurance 22
Intra-group reinsurance 23
Totai 24
Amount of new single
premiums
Direct insurance business 25 201231 201231 332525
External reinsurance 25 77613 77613 260715
Intra-group reinsurance 27 478887 478887 451190
Total 28 757731 757731 1044430

20
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Long-term insurance business : Assets not held to match linked Eabilities

Name of insurer
Category of assets
Financial year ended

Units £000

Prudential Pensions Limited

10 Total long term insurance business assets

31 December 2015

Form 48

Expected Return on
Unadjusted Economic income from | Yiefd before assets in
assets exposure assets in adjustment financial year
column 2
1 2 3 4 5
Assets backing non-profit liabilities
and non-profit capital requirements
Land and buildings 1
Approved fixed interest securities 12 22823 22852 766 2.44
Other fixed inferest securities 13 321 16 4.86
Variable interest securities 14
UK listed equity shares 15
Non-UK listed equily shares 16
Unlisted eqguity shares 17
Other assets 18 18593 18243 36 0.20
Total 19 41416 41416 818 1.47
Assets backing with-profits liabilities
and with-profits capital requirements
Land and buildings 21
Approved fixed interest securities 22
Other fixed interest securities 23
Variable interest securities 24
UK fisted equity shares 25
Non-UK listed equity shares 26
Unlisted equity shares 27
Other assets 28
Total 29

Overall return on with-profits assets

Post investment costs but pre-tax

Return allocated to non taxable 'asset shares'

Return aliccated to {axabie 'asset shares'
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Long-term insurance business :

Name of insurer
Total business / subfund

Financial year ended

Summary of mathematical reserves

Prudential Pensions Limited

Ordinary Long Term

31 December 2015

Form 50

Units £000
UK Life UK Pension Overseas Totai;;zfncial Totalyl::rvious
1 2 3 4 5
Gross
Form 51 - with-profits 11
Form 51 - non-profit 12 83776 B3776 71772
Form 52 13
Form 53 - linked 14 11285015 11285015 12964198
Form 53 - non-linked 15 17056 17056 13821
Form 54 - linked 16
Form 54 - non-linked 17
Total 18 11365847 11365847 13049860
Reinsurance - external
Form 51 - with-profits 21
Form 51 - non-profit 22
Form 52 23
Form 53 - linked 24 1476051 1476051 1564433
Form 53 - non-linked 25
Form 54 - linked 26
Form 54 - nor-linked 27
Total 28 1478051 1476051 1564433
Reinsurance - intra-group
Form 51 - with-profits 3
Form 51 - non-profit 32 63776 63776 71772
Form 52 33
Form &3 - linked 34
Form §3 - non-linked 35
Form 54 - linked 36
Form 54 - non-linked 37
Total 38 683776 83776 71772
Net of reinsurance
Form 51 - with-profits 41
Form 51 - non-profit 42
Form 52 43
Form 53 - linked 44 9808964 9808964 11399765
Form 53 - non-linked 45 17056 17056 13891
Form 54 - linked 46
Form 54 - non-linked 47
Total 48 9826020 9826020 11413656
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Long-term insurance business : Distribution of surplus

Name of insurer
Ordinary Long Term
Financial year ended 31 December 2015
Units £000

Total business / subfund

Valuation resuit

Prudential Pensions Limited

Form 58

Financial year
1

Previous year
2

Fund carried forward 1 9843299 11428577
Bonus paymenis in anticipation of a surpius 12

Transfer to non-technical account 13 1650 16283
Transfer t¢ other funds / pans of funds 14

Subtotal (11 1o 14) 18 0844949 11443860
Mathematical reserves 21 9826020 11413656
S Coter ) e 2 0 2
Composition of surplus

Balance brought forward 3 14821 14916
Transfer from non-technicat account 32

Transfer from other funds / parts of fund 33

Surpius arising since the last valuation 34 4008 15288
Totat 39 18929 30204
Distribution of surplus

Bonus paid in anticipation of a surplus 41

Cash bonuses 42

Reversionary bonuses 43

Other bonuses 44

Premium reductions 45

Total allocated to policyholders (41 to 45} 46

Net transfer out of fund / part of fund 47 1650 16283
Total distributed surpius (46447} 48 1650 15283
Surplus carried forward 49 17279 14921
Total (48+48) 59 18929 30204

Percentage of distributed surplus allocated to policyholders

Current year 61
Current year - 1 62
Current year - 2 63
Current year - 3 64
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Long-term insurance capital requirement

Name of insurer
Global business

Financial year ended

Prudential Pensions Limited

31 December 2015

Form 60

Units £000
LTICR Gross Net Reinsurance LTICR LTICR
factor reserves / reserves / factor Financial Previous
capital at capital at year year
risk risk
1 2 3 4 5 6
Insurance death risk capital component
Life protection reinsurance 11 0.0%
Classes | (other), 1l and IX 12| 0.1%
Classes | (cther}, Il and X 13 0.15%
Classes | (other), Il and I1X 14 0.3%
Ciasses #I, VIl and Vilf 15 0.3%
Total 16
Insurance health risk and life protection reinsurance capital component
Class IV supplementary
classes 1 and 2 and fife 21
protection reinsurance
Insurance expense risk capital component
Life protection and permanent o
! 3 0%
health reinsurance
Classes | (other}, Il and iX 32 1% 63776 0.85 542 610
Classes i, VIl and VIl 3| % 17542 17542 1.00 178 144
{investment risk}
Classes Il1, VIl and Vili s
{expenses fixed 5 yrs +) 34 1%
Classes Ili, VIl and Vill 35 25% 7164 7566
{other)
Class IV {other) 38 1%
Class V 37 1%
Class VI 38 1%
Total 39 7881 8320
Insurance market risk capital component
Life protection and permanent 4 0%
health reinsurance
Classes | {other), lland IX 42 3% 63776 0.85 1626 1830
(?Iasses I, \{II and Vil} 43 39 17542 17542 1.00 526 431
(investment risk) 1
Classes i, _Vil and VI 44 0%
(expenses fixed 5 yrs +)
Ciasses I, VIl and VIII 45 0% £1284530 9808478
(othen
Class IV (other) 46 3%
Class V 47 0%
Class VI 48 3%
Total 49 11365848 8826020 2152 2261
Long term insurance capital 54 40033 10581

requirement
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PRUDENTIAL PENSIONS LIMITED
Returns for the vear ended 31 December 2015

Notes to the Returns

Form 2

¥0201* Waivers jssued disapplying or modifying any of the provisions of the Accounts and Statement

Rules in respect of long term insurance business.

There were no waivers issued disappiying or modifying any of the provisi
Accounts and Statement Rutes in respect of long term insurance business.

Form 3

¥0301% Reconciliation of net admissible assets to total capital resources after deductions

ons of the

£000
Form 13 Line 89 (Long term) Grand total of admissible assets 9,850,380
Form 14 Line 1] Mathematical reserves after distribution of surplus {9,826,020)
Form 14 Line 49 Total other insurance and non-insurance liabilities {7,442)
Form 13 Line 89 (Other than long term) Grand total of admissible assets 30,852
Form 15 Line 69 Total (1,427)

46,343
Form 3 Line 79 Capital resources after deductions 46,343
Difference 0
*0310* Valuation differences

£000
Negative valuation differences where liabilities are higher than in the
shareholder accounts
Additional reserves held in the tong term fund (17,056)
Deferred tax on additional reserves held in the long term fund 3,070
Form 3 Line 35 Negative Valuation Differences (13,986)

#(313* Reconciliation of profit and loss account change

£000
Profit and loss account and reserves bifwd 57,717
Profi{ and Joss account and reserves c/fwd 54.690
Movement (3,027)
Movement in additional reserves held for PRA (3,165)
Movement in deferred tax 291
Movement in unallocated surplus (2,357
Form 16 Line 59 Profit retained for the financial year (8.258)
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PRUDENTIAL PENSIONS LIMITED

Notes fo the Returns {continued)

Form 13
Notes 1304 to 1306 apply to other than long term business fund.

®1304* Statement on Set Off
Amounts due to or from the Company have been set off to the extent permitted by generally
accepted accounting principles.

*1305% Maximum Counterparty Limits
The maximum permitted exposure to any one counterparty has been set in accordance with
the counterparty limits detailed in INSPRU 2.1.22. Therefore exposures 1o non-approved
counterparties have been restricted to a maximum of 5% of the business amount. No
counterparty exposure during the year exceeded these limits.

#1306* Counterparty exposures at year end
There were counterparty exposures held at year end that were greater than 5% of the sum of
the base capital resources requirements and long term insurance liabilities, excluding property
linked liabilities and net of reinsurance ceded. These include cash on deposit with Barclays
Bank Plc £29.0m.

Notes 1308 to 1319 apply to long term business fund.

*1308*% Assets specified in [IPRU(INS) Form 13 instruction 5
The Company held no unlisted investments or listed investments that are not readily
realisable.

*1310% Statement on Set Off
Amounts due to or from the Company have been set off to the extent permitted by generally
accepted accounting principles.

*1312% Counterparty exposures at year end
There were counterparty exposures held at year end that were greater than 5% of the sum of
the base capital resources requirements and long term insurance liabilities, excluding property
linked liabilities and net of reinsurance ceded. These include cash on deposit with Barclays
Bank Plc £7.0m, cash on deposit with Royal Bank of Scotland £7.5m and a cash balance of
£2.9m with HSBC Bank Ple.

*1318*Other asset adjustments

£°000
Deferred tax on additional reserves held in the long term (301)
Line 101 on Form 13 (361)
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PRUDENTIAL PENSIONS LIMITED

Notes to the Returns {continued)

¥1319* Maximum Counterparty Limits
The maximum permitted exposure to any one counterparty has been set in accordance with
the counterparty limits detailed in INSPRU 2.1.22, Therefore exposures to non-approved
counterparties have been restricted to a maximum of 5% of the business amount. No
counterparty exposure during the year exceeded these limits.

Form 14

*1401* Provision for adverse changes

No derivatives were held outside of the internally linked funds at any time during the year and
therefore no provision for adverse changes is required.

#1402* Uncertain and Potential L.iabilities
a) In the normal course of business certain reinsurance liabilities were secured by a floating
charge, ranking these liabilities equally with amounts due under unsecured direct (non-
reassurance) policies, over the long term insurance assets of the Company. The amounts
secured by charges of this nature and included in Form 14 Line 11 were £4,286.4.0m,

£273.6m, £186.8m, £22.5m and £11.1m. The whole of the amount at Form 13 line 89 is
subject to charge.

b) There were no potential capital gains tax liabilities at the year-end.
¢) There were no contingent liabilities at the year-end.

d) There were no guarantees, indemnities or other contractual commitments other than in the
ordinary course of insurance business and in respect of related companies.

*1405* Other adjustments to liabilities

£000
Additional reserves held in the long term fund {17.056)
Effect of additional reserves in deferred tax 2,700
Line 74 on Form 14 (14,347)
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PRUDENTIAL PENSIONS LIMITED

Notes {o the Returns (continued)

Form 15
*1501% Provision for adverse changes

No derivatives were held by the other than long term fund at any time during the year and
therefore no provision for adverse changes is required.

#1502*% Charges, potential tax Hability, contingent liabilities, guarantees and fundamental uncertainties
a) There were no charges attributable to the other than jong term business assets.
b} There was no potential tax liability arising in the other than long term fund at the year end.
¢} There were no contingent liabilities at the year-end.

d) There are no guarantees, indemnities or other contractual commitments, effected other than
in the ordinary course of insurance business, in respect of related companies.

&) There were no fundamental uncertainties at the year-end.

Form 16
*[601* Foreign Currencies
Foreign currency assets and liabilities are translated at year-end exchange rates. Foreign

currency revenue transactions are translated at rates ruling at the transaction dates, except for
accrued revenue items that are translated at year-end exchange rates.

Form 17
*]700% Form 17 has been omitted, as no such contracts were used.

Form 40
*4008* Provision of management services

The Company was provided throughout the year with day to day management services by The
Prudential Assurance Company Limited (the immediate holding Company), and M&G Real
Estate Limited, Prudential UK Services Limited, Prudential Distribution Limited, Prudential
Services Limited, PPM America Inc., Prudential Portfolio Management Group Ltd and M&G
Investment Management Limited, all group companies. The Company was further assisted
during the vear with day to day management services by The Bank of New York Mellon
(International) Limited and State Street Bank & Trust Company, third parties.
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PRUDENTIAL PENSIONS LIMITED

Notes to the Returns (continued)

Form 40 (continued)

#4009* The Company has a reassurance agreement with a related Company, The Prudential
Assurance Company Limited, in respect of linked premiums. Included in earned premiums for
the year is an amount of £479m received under this reassurance agreement. The reassurance
agreement was drawn up under normal commetrcial terms which reflect the level of business
transacted with the Company.

Also included within claims incurred is an amount of £607m arising from claims under this
reassurance agreement and claims recovered from The Prudential Assurance Company
Limited of £5.7m.

The Company has a reassurance agreement with a related Company, Prudential Retirement
Income Limited, in respect of annuities. No claims have been paid during the year as no

business is currently reassured under this reassurance agreement, The reassurance agreement
was drawn up under normal commercial terms which reflect the level of business transacted

with the Company.
Form 44
*4401% Valuation of Linked Assets

Linked assets are valued at market value. Securities are valued at a bid-market price.
*4402% Derivative Contracts

The aggregate value of rights and the aggregate amount of liabilities under derivative contracts
was as follows:

Assets Liabilities
£00(0"s £000°s
Futures:
Gross of variation margin 2,400 (1,558)
Net of variation margin (109) (1,630)
Swaps:
Gross of variation margin 0 (106)
Net of variation margin 0 (106)
Forwards:
Gross of variation margin 4,701 (15,023)
Net of variation margin 4,701 (15,023)
Warrants:
Gross of variation margin 25 0
Net of variation margin 25 0
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PRUDENTIAL PENSIONS LIMITED

Notes to the Returns (continned)

Form 45
*4502* Other Expenditure
2015 2014
£000’s £000°s
Safe custody fees (795) (831)
Transaction fees {234) (225)
Total {1,029) (1,056)

Form 47

*4701* For product code 755 there are 5 schemes.
Form 48

#4804* other assets

Included in Line 18 (Other assets) are:

£000°s
Assets producing income 16,082
Assets not producing income 2,511
18,593

Form 53
*5301%* For product code 755 there are 310 schemes.
*5305* Non-unit reserves
Certain expenses associated with managing a property portfolio have not been included in

the renewal expense margins used in the calculation of the non-unit reserves. These
expenses are deducted from the investment return credited to policyholders.
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PRUDENTIAL PENSIONS LIMITED

Returns for the year ended 31 December 2015

Statement in accordance with Rule 9.29 of the Accounts and Statements Rules

Investment Guidelines
During 2015, investment guidelines allowed the use of derivative contracts in the GILP (and
hence MPP) internal linked funds. The derivatives and use thereof was restricted to that

permitted by Appendix 3.2 of the Accounts and Statements Rules. The use of derivatives was
not permitted in the non-linked funds.

Derivatives are limited to: exchange traded warrants; exchange traded index or stock futures;
forward currency contracts; interest rate swaps; partly paid shares; and convertible bonds.
Derivatives must be listed or with an approved counterparty and must be capable of being readily
closed out at a price the basis of which is pre-determined. Exchange traded index and stock
futures must be based on underlying assets which are themselves permitted links.

Derivatives where exercise is unlikely

Derivatives used in the internal linked funds were entered into only if they would have been
reasonably likely to be exercised.

Quantification of derivatives in (b) above
No such confracts were used by the Company.
The largest exposure during the year to out of the money call options/warrants was £1k.

Provisions for reasonably foreseeable variations arising from derivative contracts, rule
INSPRU 3.2.17R

The only derivatives on Form 13, relate to property linked assets and are included on line 59
of Form 13, which would not change in value.

The Company would not be exposed to any fluctuation in asset values.
Consideration received for granting rights under derivative contracts

The investment guidelines did not allow the writing of options.
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PRUDENTIAL PENSIONS LIMITED

Returns for the year ended 31 December 2015
Rule 9.3¢ Statement on Shareholder Controllers

The following companies were sharcholder controllers of Prudential Pensions Limited for the year:
The Prudential Assurance Company Limited holding 100% of its issued share capital and voting
power throughout the year; and Prudential ple, being the ultimate holding company, holding 100% of
the issued share capital and voting power of The Prudential Assurance Company Limited throughout

the year.
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VALUATION REPORT ON PRUDENTIAL PENSIONS LIMITED
Appendix 9.4 Abstract of Valuation Report as at 31 December 20135

1. Introduction
(1) The investigation relates to 31 December 2015,
(2) The previous investigation related to 31 December 2014.

(3) No interim valuations have been carried out for the purposes of rule 9.4 since 31
December 2014,

2. Product range
There were no significant changes in products during 2015.

3. Discretionary charges and benefits

(1) Not applicable.

{2) Not applicable.

(3) Not applicabie.

(4) There have been no changes to service charges on linked policies.

(5) There have been no changes to benefit charges on linked policies.

{6) Not applicable.

(7)

(a) The creation price is the cash cost of purchasing an identical porifolio of assets to
that in the unit fund including all the costs that would be incurred in purchasing such
assets, divided by the number of units in existence.

The cancellation price is the cash amount for which the assets of the unit fund can be
sold net of all costs that would be incurred in disposing of the assets, divided by the
number of units in existence.

Both the creation and cancellation price may be further reduced by the amount of
reserves we consider appropriate to meet expenses, taxes and other financial costs

imposed by the government for which we may become liable in the future such as
Financial Services Compensation Scheme levies.
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PRUDENTIAL PENSIONS LIMITED

Appendix 9.4 (continued)

Specific points for each of the groups of internal linked funds are as follows:

GILP Funds

The “Single Swinging Pricing” approach is used. If the net cashflow on the day is
positive, all transactions are at the offer price. If the net cashflow on the day is
negative, all transactions are at the bid price. For Fund of Funds, the cash balance in
the fund may also be taken into account when deciding upon the pricing basis.

Unit prices are calculated daily and transactions in these funds are carried out at the
next available price (i.e. on a forward pricing basis). The valuation point of each
fund is 9.00 p.m.

Series 1 & 3 Funds

Series 1 & 3 Funds are invested in the GILP Funds or funds managed by external
companies such as BlackRock, Baillie Gifford, Newton and Schroders. The funds
buy and sell units in the GILP Funds at the prevailing daily swinging price.

A smoothed equity approach is taken to unit pricing. This is different to the approach
adopted for GILP Funds. Units are allocated to policyholders at the offer price and
de-allocated at the bid price. When the trend in the number of units in a unit fund is
believed to be upward, the bid price is the creation price. 1f the trend in the number
of units is believed to be downward the bid price is the cancellation price. The offer
price is then set equal to the bid price plus the initial charge plus a rounding
adjustment, not exceeding 0.1p (there is no initial charge for Series 3 Funds and so
there is only a single price applied to policyholders).

Pru-Link Funds

The Pru-Link Managed Fund is wholly invested in units of the GILP Discretionary
Fund. The Pru-Link Cash Fund is wholly invested in units of the GILP Cash Fund.
The creation and cancelation prices are determined once a week by reference to the
appropriate GILP price. Transactions are carried out at the next available price (i.e.
on a forward pricing basis).

Pru-Link Funds buy and sell GILP units at the current GILP price. No further
adjustments are made for buying or selling expenses.

Units are allocated to policyholders at the offer price and deallocated at the bid price.
The Pru-Link Cash Fund price is based on the GILP Cash Fund creation price. The
Pru-Link Managed Fund price is based on the GILP Discretionary Fund price and the
bid price is currently based on the GILP cancellation price. The offer price is then
set equal to the bid price plus the initial charge plus a rounding adjustment not
exceeding 0.1p. (The initial charge was removed on 1 April 2001).
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(b) Unit pricing bases are determined at fund level, so all policies invested in the same
fund have the same basis applied.

(¢) The price used for collective investment schemes and similar assets is the latest
valuation at mid-day. Customer instructions received before mid-day receive that
price.

(8) Not applicable as the Company writes pension business only.

(9) Not applicable as the Company writes pension business only.

(10) Not applicable.

4. Valuation basis (other than for special reserves)

(1) Non-linked and index-finked annuities in payment

The mathematical reserve for annuities in payment is the present value of future annuity
payments, plus a provision for expenses.

Unit-linked eroup pensions

The mathematical reserves for linked business consist of the unit liability together with a
non-unit Hability. A discounted cashflow method of valuation is used to determine the
non-unit liability allowing for the value of future attributable expenses less the value of
future management charges with a prudent allowance for lapses for Group Investment
Linked Plan business. An additional reserve for non-attributable expenses is caleulated
at a homogeneous risk group level as described in section 6(6).

No allowance has been made for increasing fund management charges. However, the
Company reserves the right to do so after the appropriate period of notice and to a level
consistent with industry practice.

No reserve for tax on unrealised capital gains is required, as only pension business is
written.

A reserve is held for the guarantee that the unit price of the Pru-Link Cash Fund will not
go down.

The unit liability has been obtained by valuing the units allocated to policyholders at the
valuation unit price. This price is based on the bid price of the assets and includes

investment income received.
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(2) The interest rates used are as follows:

(3) Not applicable since invested in gilts which are assumed to be risk free.

)

Product Product descripfion 31 December | 31 December
code number 2015 2014
400 Annuity  non-profit  (CPA) -

individual annuities in payment

(reassurance  ceded to  The

Prudential Assurance Company

Lid) 2.70% 2.52%
725 Individual pensions property finked 1.50% 1.50%
735 Group money purchase pensions

praperty linked 1.50% 1.50%
755 Trustee Investiment Plan 1.50% 1.50%

Product
code number

Product description

31 December
2015

31 December
2014

Annuity non-profit (CPA) - individual annuities in payment
(reassurance ceded to The Prudential Assurance Company Ltd)

linked

3 years

Modified 97% | Modified 99%
Mortality table PCMAO0 / PCMAQOGQ /
400 91% PCFA00 | 89% PCFADQD
. . " 251 (M), 24.9 (M),
Expectation of life age 65 26.8 (F) 27.0 (F)
, . . 15.3 (M), £5.2 (M),
Expectation of life age 75 17.0 (F) 17.2 (F)
725 Individual pensions property AM/AF92 less | AM/AF92 less

3 years

Mortality bases used at 31 December 2015

Annuities are generally valued using a percentage of the 00 series PCxA tables for
annuitants and pensioners.

In order to allow for mortality improvement, future improvement factors are applied
from 2000. For males, these future improvement factors are in line with Prudential’s
‘advanced’ calibration of the CMI 2014 model {CMI 2012 for the 31 December 2014
valuation) with a 0.25% addition to initial mortality improvements and the
application of a floor on improvements equal to the long-term rate of 2.25% p.a.
(floor of 2.25% p.a. in the 31 December 2014 valuation with no addition to initial
mortality improvements).
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For females, future improvements are in line with Prudential’s ‘advanced’ calibration
of the CMI 2014 model (CMI 2012 for the 31 December 2014 valuation) with a
0.25% addition to initial mortality improvements and the application of a floor on
improvements equal to the long-term rate of 1.75% p.a. (floor of 1.75% p.a. in the 31
December 2014 valuation with no addition to initial mortality improvements).

Compared with the core CMI mortality model, Prudential’s calibration:

(a) blends period improvements between ages 60 to 80 to the long term
improvement rate over a 15 year period (compared with a 20 year period in the
core CMI model);

(b) assumes that cohort improvements dissipate over a 30 year period, or by age 90

if carlier (compared with a 40 year period, or by age 100 if earlier, in the core
CMI model);

(¢) imposes a floor or minimum value equal to the fong term improvement rate; and
(d) includes an adjustment of 0.25% p.a. to the initial improvement rates.

The 2012 calibration also included the removal of the negative cohort feature for
vears of birth after 1947. This adjustment is not required for the 2014 calibration.

(5) Not applicable,
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(6) The renewal expenses per annum used are described in the table below:

p.a. including
£2,030 p.a. per
scheme (having
allowed for
£118,078 p.a. of
additional
administration
service charges)

PIA: £40,424 p.a.
including £2,030
p.a. per scheme

Product
code 31 December 31 December
number Product description 2018 2014
400 Annuity non-profit (CPA)
- individual annuities in
payment (reassurance
ceded to The Prudential
Assurance Company L{d) | £25.80 p.a £19.77 pa
725 Individual pensions £47.54 p.a. per £35.94 p.a. per
property linked policy for policy for
premium-paying premium-paying
policies; £44.51 policies; £32.86
p.a. per policy for | p.a. per policy for
ather policies other policies
735 Group money purchase | 11, £8,160,176 | GILP: £7,491,023
pensions property linked |, o including p.a. including
£2,030 p.a. per £1,763 p.a. per
scheme scheme
755 Trustee investment plan GILP: £571,120 GILP: £503,768

p.a. including
£1,763 p.a. per
scheme (having
alfowed for
£90,8035 p.a. of
additional
administration
service charges)

PIA: £37,289 p.a.
including £1,763
p.a. per scheme

Expense figures for unit-linked policies are attributable expenses only.
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The investment management expenses used are described in the table below:

Product
code 31 December 31 December
number Product description 2015 2014
400 Annuity non-profit (CPA) -

individual annuities in payment

(reassurance ceded to The

Prudential Assurance Company

Ltd) 0.070% 0.064%
725 Individual pensions property

linked 0.170% 0.170%
735 Group money purchase

pensions property linked GILP: 0.135% GILP: 0.127%
755 Trustee investment plan GILP: 0.157% GILP; 0.144%

PIA: 0.250% PIA: 0.239%

Investment management expenses for annuity business are allowed for by making a
deduction from the valuation rate of interest. The valuation rate of interest for
annuities in 4(2) above is shown after the deduction for investment management
expenses. Investment management expenses for non-annuity business are allowed

for explicitly.

(7} The unit growth rates (before management charges) and the inflation rates assumed
for future expenses and the future increases in policy charges are as follows:

Product code | Parameter 31 December 31 December
number 2015 2014
Yo %%

725, 735 and | Unit fund growth
755 rate 4.25% 4.00%
All products | Expense inflation

rate 4.25% 3.50%
725, 735 and | Policy charge Nil Nil
755 inflation rate

(8) Not applicable.

(%) For unit-linked Group Investment Linked Plan

assumptions are used, as follows:

business, prudent discontinuance

Average surrender rate for the

Product policy years
1-5 6-10 11-15 | 16-20
735 and 755 (GILP only) Surrender 7% 7% 7% 7%

(10) There are no other material assumptions.

(11) No derivatives were held outside of the internal linked funds.
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Since the movement in linked assets would be offset by a corresponding change in the
linked liability, no allowance is made for derivative contracts that were held inside of

the internal linked funds.

Derivatives used in the internal linked funds were entered into only if they would have
been reasonably likely to be exercised.

(12) There have been no changes made to the mathematical reserve methodology at the
current valuation date .

5. Options and guarantees
(1) Not applicable.
{2}y Not applicable.
(3) Not applicable,
(4) Not applicabie

6. Expense reserves

(1)
.. Explicit Explicit Non —
H;lil:]?ggigflous 1]1123)'111:1125 allmgances allmgances attributable Total
p|Atowd (investment) {other) expenses
GILP - £9,456,833 £8,731,296 £2,215,360 | £20,403,495
PIA - £10,212 £40,424 £24,075 £74,711
Prulink SP - £1,631 £341 £0 £1,972
Prulink RP - £59,668 £61,364 £0 £121,031
Total “ £9,528,344 £8,833,424 £2,239,442 | £20,601,209

(2) Not applicable.

(3) Maintenance expenses shown at line 14 of Form 43 are £10.0 million. These
expenses are net of annual management charge income and hence are less than the
total expense loadings arising in 2015 as shown in 6.(1).

(4) For new business expected to be written in the twelve months following the
valuation date, the income and outgo are projected on a prudent basis over the entire
lifetime of the business and discounted to the valuation date. A reserve is held if the
present value of the outgo exceeds the present value of income to the extent that the
excess exceeds the projected surplus on prudent assumptions from existing business.
No reserve was held at 31 December 2015,
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{5) In the first instance, expense reserves are calculated on the assumption that
Prudential's UK insurance operations will continue to write new Dbusiness
indefinitely and hence that there will be no loss of economies of scale. In this
scenario, the expense loadings for the remaining lifetime of the contracts in force at
the valuation date are included in the reserves reported in Form 50.

In order to allow for the possibility that the firm will cease to transact new business
twelve months after the valuation date, all expense provisions are recalculated on the
assumption that, over a two year period, unit costs would be reduced by
20%. Thereafter, the unit costs are increased to allow for the loss of economies of
scale that would arise as the in-force business runs off. The expenses for all
business lines are capped at the point that aggregate expenses are projected to have
doubled in real terms after closure. In addition the costs associated with closing to
new business, such as redundancy costs or the costs of terminating management
agreements, are estimated. To the extent that the sum of the closed fund expense
reserves and additional costs exceed the projected surplus, on prudent assumptions,
from existing business, a further additional reserve is held. At the valuation date an
additional reserve of £406,194 is held for the impact of closing to new business.

(6) The additional reserve for non-attributable expenses at a homogeneous risk group
level is calculated as the present value of all future expenses less charges, subject to
a maximum of the non-attributable expenses for policies in that risk group. Any
future valuation strain is removed at the homogeneous risk group Jevel.
The additional reserves for non-attributable expenses at 31 December 2015 were as

follows:

Homogeneous Risk Group Homogeneous Risk Group Reserve
(£000)

GILP -

PIA 175

Prulink SP -

Prulink RP/PUP -

TOTAL 175

7. Mismatching reserves

(1) and (2) All assets and liabilities are denominated in sterling. There is no currency
mismatching.

(3) There is no reserve for currency mismatching.
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(4) In accordance with INSPRU 3.1.16R, for the purposes of calculating the resilience
capital requirement in INSPRU 3.1.10R the most onerous scenario is as follows
{prior year in brackets):

Asset class Scenario

Equities:
Market values — UK and overseas (excl. US and -10% (-10%)
euro Zone)
Market values — US -10% (~10%)
Market values - euro zone -10% (~10%)
Property:

Market values -20% (-20%)
Fixed interest:

Yields — UK and overseas +49 bps (+44 bps)

The assumed fall in unit prices used in the calculation of the Resilience Capital
Requirement was 15%, which is a prudent assumption compared with the scenarios
specified in INSPRUL

{5) Not applicable.
(6)
(a) A Resilience Capital Requirement of £6,890,000 was held.

(b)Y There was an increase of £5,663,690 in the aggregate amount of the non-unit long
term Habilities.

{¢) The assets allocated to match such liabilities decreased in value by £1,219,659 from
the amount of the assets shown in Form 13,

{7} There is no reserve held under INSPRU 1.1.34R(2).

8. Other special reserves
Not applicable.

9. Reinsurance

(1) Ne premiums were paid in 2015 in respect of reinsurance business ceded on a
facultative basis to reinsurers not authorised to carry on business in the United

Kingdom.

(2) The reinsurance treaties shown in the table below meet the PRA criteria for being
reported in this section and were in force as at 31 December 2015.
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(d) Reinsurer (¢} Nature of cover 0)] () )] (k)

Premiums | Open/ | Reserves | Retention
£'000 Closed Ceded

£'000

Prudential Immediate annuities which are Nit | Closed 63,472 1 Nil
Assurance wholly reassured on original terms.
Company The reinsurer is a member of the
Limited * Prudential group of companies and
the business is covered by a pari
passu charge on assets.

Blackrock Reinsurance of unit-linked pension 152,623 Open 1,396,682 | Nii
Life Ltd liabilities of the Company arising in
relation to reassurance of certain
unit-linked pensions contracts
issued by a member of the
Prudential Grougp. The business is
covered by a pari passu charge on
assets.

Baillie Gifford | Reinsurance of unit-linked pension 8,711 1 Open 52,547 | Nil
Life Lid liabilities of the Company arising in
relation to reassurance of certain
unit-Hinked pensions contracts
issued by a member of the
Prudential Group. The business is
covered by a pari passu charge on
assets.

Schroder Reinsurance of unit-linked pension 3,872 | Open 20,861 | Nil
Pension liabilities of the Company arising in
Management | relation to reassurance of certain
L1d unit-linked pensions contracts
issued by a member of the
Prudential Group. The business is
covered by a pari passu charge on
assets,

(g) There were no deposit back arrangements under the above treaties.

(i) There are no “undischarged obligations of the insurer”, Premiums are only payable if
the gross business remains in force.

() The above reinsurers are authorised to carry on insurance business in the United
Kingdom.

(m) An asterisk denotes companies connected to the cedant (*).

(n) In general the treaties may be exposed to the credit risk of the reinsurers, against which a
reserve is held, if required.
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{0) The I}Gt. liability includes no allowance for the refund of any reinsurance
ComMmission.

(p)Not applicable.

10. Reversionary (or annual) bonus

(1) Not applicable.

(2) Not applicable.

(3) Not applicable.

{4) Not applicable.
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Directors’ Certificate required by rule 9.34 of the Accounts and Statements Rules

Financial year ended 31 December 2015

We certify:

1. (a)

(b

2. (a)

(b)

(c)

J Fo]ey}
Chief Executive

that the return has been properly prepared in accordance with the requirements in
IPRU(INS), GENPRU, and INSPRU; and:

we are satisfied that:

(i) throughout the financial year in question, the insurer has complied in all material
respects with the requirements of SYSC and the Fundamental Rules as well as the
provisions of IPRU(INS), GENPRU and INSPRU; and

The certificate required by IPRU(INS) Appendix 9.6 paragraph 1(1){b)(ii) in respect of
compliance since the end of the financial year in question with the requirements in SYSC,
Fundamental Rules and the provisions of IPRU(INS), GENPRU and INSPRU and ongoing
compliance has not been provided. This is because these requirements have been replaced as
from 1 January 2016, the commencement date of Solvency 11, so the firm is subject to a new
regulatory regime.

that in our opinion, premiums for contracts entered into during the financial year and the
resulting income earned are sufficient, under reasonable actuarial methods and assumptions,
and taking into account the other financial resources of the insurer that are available for the
purpose, to enable the insurer to meet its obligations in respect of those contracts and, in
particular, to establish adequate mathematical reserves;

that the sum of the mathematical reserves and the deposits received from reinsurers as
shown in Form 14 constitute proper provision at the end of the financial year in question for
the long-term insurance liabilities (including all Habilities arising from deposit back
atrangements, but excluding other liabilities which had fallen due before the end of the
financial year) including any increase in those liabilities arising from a distribution of
surplus as a result of an actuarial investigation as at that date into the financial condition of
the long-term insurance business;

that we have, in preparing the return, taken and paid due regard to advice in preparing the
return from every actuary appointed by the insurer to perform the actuarial fusction in
accordance with SUP 4.3.13R.

Director

24 March 2016
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Independent auditor’s report to the Directors pursuant to rule 9.35 of the Interim Prudential
Sourcebook for Insurers IPRU(INS)

Financial year ended 31 December 2015

We have examined the following documents prepared by the insurer pursuant to the Accounts and
Statements Rules set out in Part I and Part 1V of Chapter 9 to IPRU(INS) the Interim Prudential
Sourcebook for Insurers, GENPRU the General Prudential Sourcebook and INSPRU the Insurance
Prudential Sourcebook, (“the Rules™ made by the Prudential Regulation Authority under section
137G of the Financial Services and Markets Act 2000:

= Forms 2, 3, 13 to 16, 40 to 45, 48, 58 and 60 (including the supplementary notes) on pages I, 2-4,
5-13, 14-19, 24, 31, 32 and pages 33 to 38 (*the Forms’);

»  the statement required by IPRU(INS) rule 9.29 on page 39 (‘the Statement’);

v the valuation report required by rule IPRU(INS) 9.31(a)(i) on pages 41 to 52 (‘the valuation
report’); and

We are not required to examine and do not express an opinion on:

»  Forms 46, 47, 50, 51, 53 and 55 (including the supplementary notes) on pages 20, 21-23, 25, 26-
27,28-29, 30 and page 38;

»  the statement required by IPRU(INS) rule 9.30 on page 40; and
= the certificate required by IPRU(INS) rule 9.34(1) on page 53 (‘the certificate’).

This report is made solely to the insurer’s directors, as a body, in accordance with the requirements of
IPRU(INS) rule 9.35. We acknowledge that the directors are required to submit this report to the
PRA, to enable the PRA to verify that an auditor’s report has been commissioned by the insurer’s
directors and issued in accordance with the requirements of IPRU(INS) rule 9.35 and to facilitate the
discharge by the PRA of its regulatory functions in respect of the insurer, conferred on the PRA by or
under the Financial Services and Markets Act 2000. Our work (including our examination) has been
undertaken so that we might state to the insurer’s directors, as a body, those matters we are required to
state to them in an auditor’s report issued pursuant to IPRU(INS) rule 9.35 and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the insurer and the insurer’s directors as a body, for our work (including our examination), for this
report, or for the opinions we have formed.

Respective responsibilities of the company and ifs auditors

The insurer is responsible for the preparation of an annual return (including the Forms, the Statement
and the valuation report) under the provisions of the Rules. Under IPRU(INS) rule 9.11 the Forms, the
Statement and the valuation report, are required to be prepared in the manner specified by the Rules
and to state fairly the information provided on the basis required by the Rules.

The methods and assumptions determined by the insurer and used to perform the actuarial
investigation as set out in the valuation report, are required to reflect appropriately the requirements of
INSPRU 1.2.

It is our responsibility to form an independent opinion as to whether the Forms, the Statement and the
valuation report meet these requirements, and fo report our opinions to you. We also report to you if,
in our opinion;
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Independent auditor’s report to the Directors pursuant to rule 9.35 of the Interim Prudential
Sourccbook for Insurers IPRU(INS) (continued)

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

e the Forms, the Statement and the valuation report are not in agreement with the accounting records
and returns; or

« we have not received all the information we require for our examination.

Basis of opinien

We conducted our work in accordance with Practice Note 20 “The audit of insurers in the United
Kingdom (Revised)” issued by the Auditing Practices Board. Our work included examination, on a
test basis, of evidence relevant to the amounts and disclosures in the Forms, the Statement and the
valuation report. The evidence included that previously obtained by us refating to the audit of the
financial statements of the insurer for the financial year, It also included an assessment of the
significant estimates and judgements made by the insurer in the preparation of the Forms, the
Statement and the valuation report,

We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that
the Forms, the Statement and the valuation report are free from material misstatement, whether caused
by fraud or other irregularity or error, and comply with IPRU(INS) rule 9.11.

In accordance with rule IPRU(INS) 9.35(1A), to the extent that any document, Form, Statement,
analysis or report to be examined under IPRU(INS) rule 9.35(1) contains amounts or information
abstracted from the actuarial investigation performed pursuant to IPRU(INS) rule 9.4, we have
obtained and paid due regard to advice from a suitably qualified actuary who is independent of the
insurer.

Opinion
In our opinion:

i) the Forms, the Statement and the valuation report fairly state the information provided on the
basis required by the Rules as modified and have been properly prepared in accordance with the
provisions of those Rules; and

ii) the methods and assumptions determined by the insurer and used to perform the actuarial
investigation as set out in the valuation report appropriately reflect the requirements of INSPRU
1.2

Cordime Gi Upekroen

Caroline Gilbertson

for and on behalf of KPMG LLP, Senior Statutory Auditor
Chartered Accountants

15 Canada Square

Canary Wharf

London

E14 5GL

Date 24 March 2016
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