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PRUDENTIAL PENSIONS LIMITED

DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2008

Principal activity

The principal activity of the Company is the wrgionf long-term insurance business in the Unitedgidom.
This activity will continue in 2009.

Business review

The Company accepts reassurance from The Prudéssarance Company Limited in respect of corporate
pension schemes. In addition the Company selltdineestment only business to group pension scheme
All of the Company’s products are unit-linked protiu The profits from the Company’s business accrue
solely to shareholders.

The Company does not report against Key Performémdieators in its Business Review. This is beeaus
the Company is part of the wider Prudential plc @prand the Group’s business is managed on a diabio
basis by UK Insurance Operations. Key Performadndicators exist for the management of the divisiomn
which this Company’s business forms a part. Thesidinal Key Performance Indicators can be founthan
Annual Report of Prudential plc.

Market review and strategy

The operations of the Company are managed as patteoUK Insurance Operations (UKIO) of the
Prudential plc Group. UKIO’s long-term products sish of life insurance, pension products and pensio
annuities. In 2008, it continued its strategy desgvely competing in areas of the retirement sgsiand
income markets where it can generate attractivenst The Company remains focused on maximisingeval
from the opportunity afforded by the fast growirgged for retirement solutions.

Risks & uncertainties

The Company is a wholly owned subsidiary of the UproPrudential plc and as such forms a part of the
overall risk management process of the Group. ghicant part of the Group’s business involves the
managed acceptance of risk. The Group has a Risler@ance Framework requiring all businesses and
functions within the Group i.e. including the Compato establish processes for identifying, evahgaand
managing key risks. The system of internal cong@n essential and integral part of the risk rgansent
process. As part of the annual preparation dbitsiness plan, all of the Group’s businesses andifins

are required to carry out a review of risks inchgdan assessment of the impact and likelihood pfrisks

and effectiveness of the controls in place to mariagm. The assessment is reviewed regularly gt

the year and all businesses and functions wittenGhoup are required to confirm annually that thaye
undertaken risk management. Actual performanceeggilarly monitored against the business plans.
Detailed procedures are laid down in financial aotharial procedure manuals. The insurance opesatf

the Group, such as the Company, also prepare rcfalaondition report.

Further detail about the key risks and uncertantiffecting the Company is provided in the sections
financial risk management, market risk, credit skl liquidity risk in note @nd in the financial statements
of the immediate parent company, The Prudentialurssge Company Limited, and the ultimate parent
company, Prudential plc.

Performance and measurement

The results of the Company for the year as seboypages 9 and 10 show a profit on ordinary acwit
before tax of £12,146,000 (2007: Profit £10,733)000

The shareholders’ funds of the Company total £2@B (2007:£11,477,000).

4



PRUDENTIAL PENSIONS LIMITED

DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2008 (continued)

Corporate responsibility

The Company is a wholly owned subsidiary within d&natial plc and corporate responsibility (CR) is a
philosophy that is firmly embedded in Prudentiabperations around the world and has become a
fundamental and integral part of how the Compangsdousiness. Strong commitment to CR reflects the
recognition that stakeholders including customersployees, shareholders and communities incregsingl
favour companies that embrace and exhibit soundiegalaround trust, ethics and environmental
responsibility. As the Company strives to meets tieed, it is helped by the fact that these vahages been
fundamental to Prudential throughout the past 1&#rs, underpinning the long-established brand satfie
reliability and stability. At the same time, it iscognised that performance in key areas of CR sisc
corporate governance, environmental managementeammdoyment practices can have a significant and
positive impact on financial performance.

The Group, of which the Company is a part, has ldgeel a Group Governance Framework which is
underpinned by a Group Governance Manual and agedcprocesses. This encompasses all key policies
and procedures for example the Group Code of Bssi@onduct, the CR policy and Health and Safety
Policy. The Company remains committed to providindpigh level of customer service, communicating
openly with customers, providing clear informateumd to monitoring levels of satisfaction.

There is a Responsibility Committee which is a &t Group-wide committee and has responsibfiity
reviewing Prudential's business conduct and sami@ environmental policy, and ensures consistefficy o
approach across the Group’s international busises$@e CR team develops Prudential’'s CR strategy a
works closely with individual business units to yide advice. The team also assists with the devedmt
and adaptation of Group-wide initiatives so thatytimot only fit with overall Group principles buteaalso
adapted to meet local needs.

Post balance sheet events

There have been no significant events affectingbmapany since the balance sheet date.

Accounts

The state of affairs of the Company at 31 Decen2id®8 is shown in the balance sheet on page 12. The
profit and loss account appears on pages 9 to 10.

Share Capital

There were no changes in the Company’s share tdpitag 2008.
Dividend

No dividend is proposed for the year (2007: Nil).

Payment policy

The Company does not have any trade creditors learéfore codes or standards on payment practice and
disclosure of trade creditor days are not applieabl



PRUDENTIAL PENSIONS LIMITED

DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2008 (continued)
Directors

The present directors of the Company are showrage f8.

Mssrs | A Haasz and K Nunn were appointed as a@irecn 1 May 2008 and 13 May 2008 respectively.

Mssrs M Price, G Shaughnessy, J Talbot and J WkiEaesigned as directors on 12 June 2008. Mr J
Willcocks resigned as alternate director for Mr Mompson on 25 June 2008.

There were no other changes during the year.

Financial risk management

The Company’s objectives and policy in relationthe management of financial risk resulting from its
financial assets and liabilities is to minimise aisk. The Company’s exposure to financial ristotigh its
financial assets and liabilities is not consideredterial to the assessment of the Company’'s assets,
liabilities, financial position, and the profit ahoss of the Company. The Company’s exposure tnfiral

risk is limited due to the matching of policyholdabilities to attaching asset value movements uboit
linked business.

Disclosure of information to auditor

The directors who held office at the date of apptaf this directors’ report confirm that, so far they are
each aware, there is no relevant audit informatibmhich the Company’s auditor is unaware; and each
director has taken all the steps that he oughtatee taken as a director to make himself aware gf an
relevant audit information and to establish th& @ompany’s auditor is aware of that informatiohisT
confirmation is given and should be interpreteddacordance with the provisions of section 234ZAhef
Companies Act 1985.

Auditor

In accordance with Section 487(2) of the CompaAets2006, KPMG Audit Plc will be deemed to be re-
appointed auditor of the Company for the curremaricial year.

Directors’ and Officers’ Protection

Prudential plc has arranged appropriate insuraoceran respect of legal action against directors senior
managers of companies within the Prudential Grodp. addition, the Articles of Association of the
Company permit the directors, officers and emplsyetthe Company to be indemnified in respect of
liabilities incurred as a result of their office.

On behalf of the board of directors.

On behalf of Prudential Group Secretarial Servidasted

Secretary
27th March 2009



PRUDENTIAL PENSIONS LIMITED

STATEMENT OF DIRECTORS’" RESPONSIBILITIES IN RESPECT OF THE
DIRECTOR’S REPORT AND THE FINANCIAL STATEMENTS

The directors are responsible for preparing thedars’ Report and the financial statements in atzowce
with applicable law and regulations.

Company law requires the directors to prepare tisrstatements for each financial year. Under tat
the directors have elected to prepare the finastéements in accordance with UK Accounting Stedala
and applicable law (UK Generally Accepted Accoumtitractice).

The financial statements are required by law tce givtrue and fair view of the state of affairs loé t
Company and of the profit or loss of the Compamitliat period.

In preparing these financial statements, the direare required to:
= select suitable accounting policies and then aftygyn consistently;
* make judgements and estimates that are reasormablmadent;

= state whether applicable UK Accounting Standardsehbeen followed, subject to any material
departures disclosed and explained in the finastédéments;

= prepare the financial statements on the going caneasis unless it is inappropriate to presumettieat
Company will continue in business.

The directors are responsible for keeping propeoatting records that disclose with reasonableracguat
any time the financial position of the Company ancenable them to ensure that the financial statésne
comply with the Companies Act 1985. They have ganeesponsibility for taking such steps as are
reasonably open to them to safeguard the asséte @fompany and to prevent and detect fraud ang oth
irregularities.

The directors are responsible for the maintenamckirtegrity of the corporate and financial infotioa

included on the Company's website. Legislationhm WK governing the preparation and dissemination o
financial statements may differ from legislatioroiher jurisdictions.

D J Belsham
Director

27th March 2009



INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PRUD ENTIAL
PENSIONS LIMITED

We have audited the financial statements of PrigaelRensions Limited for the year ended 31 Decen20®8 which
comprise the Profit and Loss Account, the Reccattiin of Movement in Shareholders’ Fund, the BaéaBbeet, and
the related notes. These financial statements Ibeee prepared under the accounting policies gehetein.

This report is made solely to the Company’s memtess body, in accordance with section 235 ofdbmpanies Act
1985. Our audit work has been undertaken so tleatmight state to the Company’s members those reatterare
required to state to them in an auditors’ repod for no other purpose. To the fullest extent peed by law, we do
not accept or assume responsibility to anyone dtiaer the Company and the Company’s members asa fuy our
audit work, for this report, or for the opinions Wwave formed.

Respective Responsibilities of Directors and Audits

The directors' responsibilities for preparing theafcial statements in accordance with applicable hnd UK
Accounting Standards (UK Generally Accepted AccountPractice) are set out in the Statement of Dimst
Responsibilities on page 7.

Our responsibility is to audit the financial statats in accordance with relevant legal and regotatquirements and
International Standards on Auditing (UK and Ireland

We report to you our opinion as to whether therfoial statements give a true and fair view andpaoperly prepared
in accordance with the Companies Act 1985. We @dport to you whether in our opinion the informatigiven in the
Directors' Report is consistent with the finanai@tements.

In addition we report to you if, in our opinion,etltompany has not kept proper accounting recofdse ihave not
received all the information and explanations waguie for our audit, or if information specified tbgw regarding
directors' remuneration and other transactiongislisclosed.

We read the Directors' Report and consider the igapbns for our report if we become aware of amppaent
misstatements within it.

Basis of Audit Opinion

We conducted our audit in accordance with Inteomati Standards on Auditing (UK and Ireland) issusdthe
Auditing Practices Board. An audit includes exartiorg on a test basis, of evidence relevant toahmunts and
disclosures in the financial statements. It alsuitles an assessment of the significant estimaigsualgements made
by the directors in the preparation of the finahstatements, and of whether the accounting paliaie appropriate to
the company's circumstances, consistently appliedaalequately disclosed.

We planned and performed our audit so as to olddirthe information and explanations which we cdeséd
necessary in order to provide us with sufficientlence to give reasonable assurance that the falastatements are
free from material misstatement, whether causeftand or other irregularity or error. In forming roopinion we also
evaluated the overall adequacy of the presentafiamformation in the financial statements.

Opinion
In our opinion:

» the financial statements give a true and fair viemgccordance with UK Generally Accepted Accougtifractice,
of the state of the Company’s affairs as at 31 Ddx 2008 and of its profit for the year then endedl

« the financial statements have been properly prejparaccordance with the Companies Act 1985; and

« the information given in the Directors’ Report nsistent with the financial statements.

KPMG Audit Plc
Chartered Accountants
Registered Auditor
London

27th March 2009



PRUDENTIAL PENSIONS LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2008

Technical Account

Investment income
Unrealised losses on investment
Other technical income

Change in other technical provisions, net of reingance
Long term business provision, net of reinsurance

- gross amount

- reinsurers’ share

Technical provisions for linked liabilities, net iinsurance

Other charges
Foreign exchange gains
Interest payable
Net Operating Expenses
- Acquisition costs
- Administrative expenses

Investment expenses and charges

Tax attributable to long term business

Balance on the technical account - long term busiss

All of the amounts above are in respect of contigwperations.

The accounting policies and notes on pages 13 forg8an integral part of these financial stateraent

2008 2007
Notes £000 £000
2 103,367 797,709
2 (1,383,504) (537,969)
27,865 22,659
(1,252,272) 282,399
5,071 13,259
(5,552) (13,036)
9 (481) 223
9 1,042,008 (309,347)
1,041,527 (309,124)
2 237,912 54,962
2 (2,336) (1,528)
(1,486) (1,993)
(4,732) (5,997)
2 (4,375) (7,074)
3 (5,348) (4,183)
219,635 34,187
8,890 7,462




PRUDENTIAL PENSIONS LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2008
(continued)

Non-Technical Account 2008 2007
Notes £000 £000
Balance on technical account — long term business 8,890 7,462

Tax attributable to the balance on the long tersinmss

technical account 2,602 2,573
Balance on the long term business technical acdmefote tax 11,492 10,035
Investment income 2 636 670
Bank interest receivable 2 18 28
Operating profit on ordinary activities before tax 12,146 10,733
Tax on profit on ordinary activities 3 (2,788) (2,782)
Profit after tax 9,358 7,951

The Company has no recognised gains or losses thénethose reported in the profit and loss account

In accordance with the amendment to Financial ReppiStandard 3 (FRS 3) published in June 1999 ote of
historical cost profits has been prepared as thagany’s only material gains and losses on assktter® the holding
and disposal of investments.

All of the amounts above are in respect of contigwperations.

The accounting policies and notes on pages 13 for@8an integral part of these financial stateraent
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PRUDENTIAL PENSIONS LIMITED

RECONCILIATION OF MOVEMENT IN SHAREHOLDERS’ FUND
FOR THE YEAR ENDED 31 DECEMBER 2008

2008 2007

£000 £000

Shareholders’ fund at the beginning of the year AT 3,526
Profit for the financial year 9,358 7,951
Shareholders’ fund at the end of the year 20,835 11,477

The accounting policies and notes on pages 13 for&8an integral part of these financial stateraent
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PRUDENTIAL PENSIONS LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2008

2008 2007

Notes £000 £000
ASSETS
Investments
Other financial investments 6 39,050 41,936
Assets held to cover linked liabilities 8 6,913,070 7,519,573
Reinsurers’ share of technical provisions
Long term business provision 10 80,067 85,620
Technical provision for linked liabilities 10 58807 527,823
Debtors
Other debtors 12 11,224 8,759
Other assets
Cash at bank and in hand 13 2,437 6,080
Prepayments and accrued income
Other prepayments and accrued income 2,401 440
Total assets 7,630,029 8,190,231
LIABILITIES
Capital and reserves
Called up share capital 15 6,000 6,000
Profit and loss account 9 10,747 1,389
Capital redemption reserve 9 4,088 4,088
Total shareholders’ funds attributable to equity interests 20,835 11,477
Technical provisions
Long term business provision 9,10 80,567 85,639
Claims outstanding 9 366 366
Technical provisions for linked liabilities 9 7,470,802 8,014,377
Provisions for other risks and charges
Deferred taxation 3 4,695 3,440
Creditors
Other creditors including taxation and social ségur 11 52,764 74,932
Total liabilities 7,630,029 8,190,231

The accounts on pages 9 to 28 were approved Hyotduel of directors on 27th March 2009.

D J Belsham
Director
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PRUDENTIAL PENSIONS LIMITED

ACCOUNTING POLICIES

(@ Change in accounting policies

The Company has implemented the following accognsiandard and amendment in preparing its resuitthé year
ended 31 December 2008. These standards closidgtréhe requirements of International FinanciapBrting
Standards (IFRS) and form part of the continuinglementation of IFRS in the UK.

Amendments to FRS 26 (IAS 39) and FRS 29 (IFRReéklassification of Financial Assets

In October 2008, the Accounting Standards BoardB)A&proved the ‘Amendments to FRS 26 (IAS 39) BR& 29
(IFRS 7): Reclassification of Financial Assets’ tth@ermit the reclassification of certain ‘held ftnading’ and
‘available-for-sale’ financial assets into the ‘tsaand receivables’ category carried at amortisest @ specific
conditions are met and additional disclosures asglenregarding any assets so reclassified. The iadopf these
amendments to FRS 26 and FRS 29 did not have aacingm the balance sheet or profit and loss accofitite
Company as the Company has not made any suchsificiatson of financial assets as permitted bydah@endments.

(b)  Basis of presentation

The financial statements are prepared in accordaiitethe provisions of Section 255 of, and Schedah to, the
Companies Act 1985. The financial statements cgmyjith applicable accounting standards and the 8BRP, and
have been prepared under the historical cost atioguules, modified to include the revaluationmfestments.

The Company has taken advantage of the exemptider #RS1 (Revised) from preparing a cash flow statd. The
Company has not presented a capital position statewith supporting disclosures under FRS 27 orb#sis that the
Company is more than 90 per cent owned within augrand the Company is included in the publicly kidé
Prudential group financial statements which prowidermation on a group basis complying with theéguirement.

(c) Long term business

Under FRS 26, the measurement basis of assetdadnilitiés of long term business contracts is dejegrn upon the
classification of the contracts as either insuracmetracts, if the level of insurance risk is sfgpaint, or investment
contracts if the risk is insignificant. A furthelistinction is made between investment contracih whnd without
discretionary participation features. Discretionguarticipation features represent the contractightrto receive
additional benefits as a supplement to guaranteadflis. The Company has no investment contradtsdiscretionary
participating features. The Company’s contracts manly unit-linked contracts which are investmeamntracts
without discretionary participating features. Ireure contracts and investment contracts with discrary
participation features are accounted for underiptesly applied UK GAAP, as set out in the ABI SORP.

Investment contracts without discretionary paradipn features are accounted for as financial liteds under FRS 26
and, where relevant the provisions of the ABI SORRespect of the attaching investmemanagement features of the
contracts. FRS 26 applies a different accountiegttnent to these contracts than the previouslyieppK GAAP
primarily in respect of deferred acquisition costieferred income reserves, and provisions for éutexpenses
commonly called “sterling reserves” (see below).

A further feature is that investment contracts withdiscretionary participation features are claserature to a deposit
style arrangement between the investors and thep@oyn Premiums and withdrawals for these contracsrecorded

within the balance sheet as a movement on the tiongdiability and the long-term business techhi@ecount reflects

the fee income, expenses, and taxation on theamintThe provisions for investment contracts withdiscretionary

participation features are included in Technical&ions for Linked Liabilities in the balance shee

Technical account treatment
For unit linked business, premiums are accountedwioen the liabilities arising from the premiums areated.

Premiums exclude any taxes or duties based on presniPensions annuity contracts that vest duriegyter are
included in claims incurred and premium incomehatdnnuity purchase price.
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PRUDENTIAL PENSIONS LIMITED

ACCOUNTING POLICIES (continued)
(c) Long term business - continued

Claims paid include maturities, annuities, surresdand death. Maturity claims are accounted fortton policy
maturity date. Annuity claims are accounted foewlthe annuity becomes due for payment. Surrerderaccounted
for when paid and death claims when notified.

Under FRS26, the accounting treatment for investroentracts without discretionary participationtteas reflects the
deposit nature of the arrangement with premiumscaichs reflected as deposits and withdrawals talesctly to the
balance sheet as a movement on the investorsitfabiith the long-term technical account reflectifeg income,
expense, and taxation on these contracts.

Sterling reserves are not permitted to be recogniseler FRS26 for investment contracts.
(d) Investments

Investment income and realised and unrealised daimsspect of long-term business are includedhi lbng-term
business technical account. Other investment incame realised gains and, except in respect of kbhler
investments in subsidiaries, unrealised gainsranieded in the non-technical account.

Realised gains are determined as the differentecle@ net proceeds on disposal and the purchase pMovements in
unrealised gains comprise the change in the valuavestments held at the balance sheet date amdetersal of
unrealised investment gains and losses recognisedriier accounting periods in respect of investnagsposals.

Under FRS26, upon initial recognition financial @stments are recognised at fair value. SubsequéméyCompany is
permitted, subject to specific criteria, to designids investments as either financial investmenttair value through
profit and loss, financial investments held on waailable-for-sale basis, financial investments heldnaturity, or loans
and receivables. The Company holds financial imaests on the following bases:

0] Financial investments at fair value through prcfitd loss — this comprises assets designated by
management as fair value through profit and lossnaeption. These investments (and including all
derivatives) are valued at fair value with all chas thereon being recognised in the profit and loss
account.

(i) The Company uses bid prices to value its quotednfifal investments. Actively traded investments
without quoted prices are valued using externakérdid prices. If there is no active establisheatkat
for an investment, the Company applies an appriprialuation technique such as discounted cash flow
technique.

(iii) Loans and receivables — this comprises investnthatshave fixed or determinable payments and are no
designated as fair value through profit and lossailable-for-sale. These investments include doan
secured by mortgages, deposits and loans to polidgts and other unsecured loans and receivables.
These investments are carried at amortised cosig usie effective interest method and subject to
impairment reviews. The Company measures the amofithe impairment loss by comparing the
amortised cost with the present value of its estihduture cash flows discounted at the originfdative
interest rate.

Properties are valued annually by professional reatevaluers at market value as defined in the Ajgal and
Valuation Manual issued by the Royal Institute dia@ered Surveyors in particular Practice staten®edt In
accordance with SSAP 19, no depreciation is pravida investment properties as the directors condiaat to
depreciate them would not give a true and fair view

(e) Long term business provision

The long term business provision is determined liey Company's directors based on advice from the paosis
actuarial function holder, who determined the psmn using recognised actuarial methods, with dagand to the
actuarial principles laid down in Directive 2002/B8. It is calculated initially on a statutory sehcy basis to comply
with the reporting requirements under the Finan8elvices and Markets Act 2000. The valuatioméntmodified to
remove certain resilience, contingency and otheemess required by the Prudential Sourcebook isbyg¢le Financial
Services Authority.
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PRUDENTIAL PENSIONS LIMITED

ACCOUNTING POLICIES (continued)

()  Allocation of surpluses

Surpluses arising from linked long term businessa aesult of the annual investigation of the leergn business, are
carried forward to the profit and loss account.

(9) Tax

Tax is charged on all taxable profits arising ie #iccounting period. Except where otherwise reduing accounting
standards, full provision for deferred tax withaligcounting is made for all timing differences whicave arisen but
not reversed at the balance sheet date, in congpliaith Financial Reporting Standard 19 (FRS 19).

(h)  Cash flow statement

The Company has taken advantage of the exemptider RS 1 (Revised) from preparing a cash flovestait.

0] Foreign currencies

Foreign currency assets and liabilities are traedlat year end exchange rates. Foreign currevgnoe transactions

are translated at rates ruling at the transactates] except for accrued revenue items that anslated at year end
exchange rates.
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS

1. Segmental analysis
(@  Gross Premiums

Premiums comprise corporate pension business. féanipms in respect of corporate pension businegstment risk
is borne by policyholders and transacted within thé€ All direct single and regular premiums are yropension
business. Premiums for 2008 and 2007 are nilldsisiness is investment contracts without disoretiy participation
features and are deposit accounted, as descrilibd actcounting policies part (c).

2008 2007
£000 £000
Regular premiums — direct, pensions 848 750
New Business
Single premiums
-direct:
pensions 1,027,028 982,162
external reinsurance 18,928 7,898
- intragroup reassurance accepted, pensions 708,786 631,135
1,754,742 1,621,195

New business premiums include those contracts dadlfrom premium income in the technical accourtteurFRS26
and the ABI SORP (as amended in December 2006x€Taie investment contracts without discretionaryigipation
features and carry no significant insurance risk.

When classifying new business premiums for penbiginess the adopted basis of recognition is todecincrements
under existing pension schemes. Premiums includesirggle premiums with a gross value of £1,535,686,(2007:
£1,409,113,000). The annualised gross value of peniums (other than single) is £Nil (2007: £NilAll new
business premiums are in respect of investmengdirdontracts.

(b)  Assets attributable to the long term businessuhd

Of the total amount of assets shown on page 18187/520,000 (2006: £8,179,190,000) is attributadbléne long term
business fund.
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (continued)

2. Investment return

Investment Income
Income from land and buildings
Income from listed investments
Income from other investments

(Losses)/Gains on the realisation of investments

Investment expenses and charges
Investment managers’ expenses

Unrealised gains/(losses) on investments
Debt securities
Linked assets

Exchange gains on investments

Bank interest (payable) /receivable
Intragroup interest payable

Total investment return

3. Tax on profit on ordinary activities

(&)  Analysis of charge in the period

Current tax
UK Corporation tax on profits of the period
Adjustments in respect of previous years

Foreign tax
Total current tax

Deferred tax

Adjustment in respect of previous years
Origination and reversal of timing difference
Tax charge on profit on ordinary activities

Long-term business
Technical account

Non technical account

2008 2007 2008 2007
£000 £000 £000 £000
30,646 31,300 ; ]
288,484 240,090 - -
29,776 28,364 636 670
(245,539) 497,955 - -
103,367 797,709 636 670
(4,375) (7,074) - -
114 9) - ]
(1,383,618) (537,960) - -
237,912 54,962 - -
(1,149) (711) 18 28
(1,187) (817) - -
(1,048,936) 306,100 654 698

Long-term business
technical account

Non technical account

Shareholder tax attributable on the balance on théong term business technical account:

Current tax
Deferred tax

Total

2008 2007 2008 2007
£000 £000 £000 £000
1,989 1,409 186 209
(642) (1,156) - -
1,347 253 186 209
2,746 1,610 - -
4,093 1,863 186 209
- 460 - -
1525 1,860 ; ]
5,348 4,183 186 209
1,347 253
1,255 2,320
2,602 2,573
2,788 2,782
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (continued)
3. Tax on profit on ordinary activities (continued)
(b)  Factors affecting tax charge for period

The tax charge in the period is lower than theotiffe rate of corporation tax in the UK and thefeliénces are
explained below.

The rate of corporation tax in the UK fell to 28%weffect from 1 April 2008. The effective ratepdying for the year
to 31 December 2008 is therefore 28.5%.

2008 2007
£000 £000
Profit on ordinary activities before tax 12,146 10,733
Profit on ordinary activities multiplied by effeet rate of corporation tar 3,462 3,220
the UK of 28.5% (2007: 30%)
Effects of
Permanent differences (32) 719
Deferred tax recognised in period (1,255) (2,321)
Adjustments to current tax in respect of previoesqas (642) (1,156)
Current tax charge for the period 1,533 462
(c) Balance sheet
2008 2007
£000 £000
Provision for Deferred Tax
Policy reserves 4,695 3,440
Undiscounted provision for deferred tax liability 4,695 3,440
Deferred tax liability at start of the period 4380 1,120
Deferred tax charged in technical/non-technical
account for the period 1,255 2,320
Deferred tax liability at the end of period 4,85 3,440

4. Auditors’ remuneration
The remuneration of the auditors in respect ofahdit of the Company's accounts amounted to £50(R007 total

audit fee: £47,625). The remuneration of the auslito respect of other services pursuant to letjsiaincluding the
audit of the regulatory return amounted to £8,00ID{: £8,000)
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (Continued)
5. Directors’ emoluments and staff costs

During the year the directors of the Company resgtithe following emoluments in respect of work ahaif of the
Company:

2008 2007
£000 £000
Aggregate emoluments and benefits 11 3

Retirement benefits are accruing to 3 of the dinecinder the Group’s defined benefit scheme aafitie directors
under the Group’s defined contribution scheme. Twnpany has no employees. Included within net aijpey
expenses are amounts paid in return for manageseerites provided to the Company by other grouppzonies.

6. Investments

Current value Cost
2008 2007 2008 2007
£000 £000 £000 £000
Other financial investments
Debt securities and other fixed income securities ,05@ 1,936 1,654 1,654
Deposits with credit institutions 37,000 40,000 37,000 40,000
39,050 41,936 38,654 41,654

All debt securities and other fixed income secesitare listed on a recognised UK investment exahang
A. Financial instruments
(i) Designation and fair values

All financial assets are designated as eitherviaiue through profit and loss or loans and recdasland financial
liabilities are all at amortised cost (in both y@ar

2008 Fair value Loans and Total Fair value
through receivables carrying
profit and value
loss
£'000 £'000 £'000 £'000
Financial Assets
Deposits - 37,000 37,000 37,000
Debt securities 2,050 - 2,050 2,050
Accrued investment income 2,401 2,401 2,401
Other debtors - 252 252 252
Cash at bank and in hand 2,437 2,437 2,437
Total 2,050 42,090 44,140 44,140
2008 Fair value Amortised Total Fair value
through Cost carrying
profit and value
loss
£'000 £'000 £'000 £'000

Financial Liabilities
Creditors arising out of reinsurance operations 340 340 340
Other creditors - 28,374 28,374 28,374
Investment contracts without discretionary
participating features 7,470,802 - 7,470,802 7,470,802
Total 7,470,802 28,714 7,499,516 7,499,516
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (continued)
6. Investments (continued)

(i) Designation and fair values (continued)

2007 Fair value Loans and Total Fair value
through receivables carrying
profit and value
loss
£'000 £'000 £'000 £'000
Financial Assets
Deposits - 40,000 40,000 40,000
Debt securities 1,936 - 1,936 1,936
Accrued investment income 440 440 440
Cash at bank and in hand 6,080 6,080 6,080
Total 1,936 46,520 48,456 48,456
2007 Fair value Amortised Total Fair value
through Cost carrying
profit and value
loss
£'000 £'000 £'000 £'000
Financial Liabilities
Creditors arising out of direct insurance
operations - 12,565 12,565 12,565
Other creditors - 29,089 29,089 29,089
Investment contracts without discretionary
participating features 8,014,377 - 8,014,377 8,014,377
Total 8,014,377 41,654 8,056,031 8,056,031

(ii) Determination of fair value

The fair values of quoted investments are baseduorent bid prices, where appropriate. The faiugatstimates are
made at a specific point in time, based upon abtgElanarket information and judgements about therfoal
instruments, including estimates of the timing amdounts of the estimated cashflows. Such estindasot reflect
any premium or discount that could result from offg for sale at one time the Company’s entire imgdof a
particular financial instrument, nor do they comsithe tax impact of the realisation of unrealigaihs or losses. In
some cases the fair value estimates cannot beastibs¢d by comparison to independent markets, caor the
disclosed value be realised in immediate settleroktite financial instrument.

B. Market Risk

Due to the matching of policyholders liabilities attaching asset value movements the unit-linkesiness is not
directly affected by market risk. The principal tfarc affecting the results is investment performattt®ugh fund
management fees.

(i) Interest rate risk

The following table shows an analysis of the classiefinancial assets with direct exposure to ederate risk. Each
applicable class of the Company’s assets or ligsliare analysed between those exposed to faie walerest rate risk,
cash-flow interest rate risk and those with no atiii@terest rate risk exposure. Interest rate igskninimal for the

shareholder assets as the deposits are all las®tigamonth, whereas for the unit-linked assetsises borne by the
policyholders.
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (continued)

6. Investments (continued)

(i) Interest rate risk (continued)

2008 Fair value Cash Not directly Total
interest rate flow exposed to
risk interest interest rate
rate risk risk
£'000 £'000 £'000 £'000
Financial Assets
Deposits with credit institutions - 37,000 - @00
Debt securities 2,050 - - 2,050
Cash at bank and in hand - - 2,437 2,437
2,050 37,000 2,437 41,487
2007 Fair value Cash Not directly Total
interest rate flow exposed to
risk interest interest rate
rate risk risk
£'000 £'000 £'000 £'000
Financial Assets
Deposits - 40,000 - 40,000
Debt securities 1,936 - - 1,936
Cash at bank and in hand - - 6,080 6,080
1,936 40,000 6,080 48,016
Effective interest rates
2008 Balance of financial Range of effective interest rate
instruments not at fair applicable as at 31 December
value in profit and loss 2008
£'000 %
Financial Assets
Deposits with credit institutions 37,000 1.60 & 70%
Cash at bank and in hand 2,437 1.7%
39,437
2007 Balance of financial Range of effective interest rate
instruments not at fair applicable as at 31 December
value in profit and loss 2007
£'000 %
Financial Assets
Deposits with credit institutions 40,000 5.65 %68%
Cash at Bank 6,080 5.5%
46,080
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (continued)

6. Investments (continued)

(ii) Contractual maturities

The following table details the maturity datestwd financial instrument:

2008 Balance of financial Maturing

instruments not at fair
value in profit and loss

£'000
Financial Assets
Deposits with credit institutions 37,000 Less tloae year
Debt securities (UK Govt Stock) 2,050 07/12/2015
39,050
2007 Balance of financial Maturing

instruments not at fair
value in profit and loss

£000
Financial Assets
Deposits with credit institutions 40,000 Less toae year
Debt securities (UK Govt Stock) 1,936 07/12/2015
41,936

Maturity profile for investment contracts and durations of long-term business contracts on an undiscated
basis

The majority of the In Force business consistsatfled investment vehicles used for Pension Schamidsss which
by nature do not have any contractual repricingnaturity dates, as the benefits are the realisat@mes of the units
held in the internal linked funds and may be sutezad at any time.

C. Credit Risk

(i) Currency risk and geographical concentration

All the financial assets are denominated in poustgsling and none are exposed to credit risk oetsige United
Kingdom.

(ii) Concentration of credit risk

2008 2007

£'000 £'000

AAA 2,050 1,936
AA 2,000 15,000

A+ 6,000 -
A 22,000 19,000

A- 7,000 -

NR - 6,000
39,050 41,936
Unit-linked 6,913,070 7,519,573
Total assets bearing credit risk 6,952,120 7,561,509

There is minimal credit risk for the Company on that linked contracts as the risks are borne lgygblicyholders.
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (continued)
6. Investments (continued)
D. Risk management

The Company’s business involves the acceptance naamdagement of risk. The Company has in place a risk
management process, which is undertaken in accoedaith the Group Risk Framework adopted by thed@ntial
Group in 1999.

A number of risk factors affect the Company’s opietaresults and financial condition. The financiak factors
affecting the Company include the effects of marlsk, credit risk and liquidity risk on the finaatinstruments of the
Company.

The Company’s investment guidelines allow the usdavivatives to facilitate efficient portfolio magement or to
reduce investment risk.

It is the Company’s policy that cash or correspogdassets cover amounts at risk through derivataesactions.
Derivative financial instruments used to facilitaéficient portfolio management and for investm@uoirposes are
carried at fair value with changes in fair valuelimed in the profit and loss account. The Compdogs not apply
hedge accounting to its derivatives.

For unit linked insurance and investment contrabts liability to policyholders is determined byethialue of the assets
in the unit-linked portfolios. There is thereforénimal net equity price, currency, interest ratedit risk exposure to
the Company for these contracts as the risks areeliny the policyholders.

0] Market risk

Market risk is the risk that future changes in neagbrices may make a financial instrument lessafdii Due to the
matching of policyholder liabilities to attachings&t value movements the UK unit-linked businessoisdirectly
affected by market or credit risk. The amount skrborne by the Company’s shareholders dependbeoextent to
which its customers share the investment risk thindhe structure of the Company’s products.

Sensitivity analysis has not been performed beceiseest rate risk is minimal for the shareholdsrthe deposits are
all less than 1 month whereas for the unit-linkeelrisk is borne by the policyholder.

(i) Credit risk

Credit risk is the risk that a counterparty or asuer of securities, which the Company holds imagset portfolio,
defaults or another party fails to perform accogdio the terms of the contract. Due to the matclihgolicyholder
liabilities to attaching asset value movementsUie unit-linked business is not directly affected &nedit risk. The
Company is also exposed to credit-related lossHievent of non-performance by counterparties.

(i) Liquidity risk

Liquidity risk is the risk that the Company may beable to meet payment of obligations in a timelgnmer at a
reasonable cost or the risk of unexpected incradashe cost of funding the portfolio at appropeiabaturities or rates.
Liquidity management in the Company seeks to enthae even under adverse conditions, the Compasyahcess to
the funds necessary to cover surrenders, withdeaavad maturing liabilities.

For the unit-linked funds, there is a risk thatngigant policyholder outflows could exceed the gkherm liquidity

within the funds. The Company has the power tordedttlement to policyholders in certain circumstmnby between
one and six months, depending on the fund.
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (continued)

7. Capital requirements and management

The available capital of £20.7m (2007: £20.2m)aetB the excess of regulatory basis assets owmlities of the
Company before deduction of the regulatory capiaburces requirement of £7.6m (2007: £7.6m). Ekisess of
available capital over capital resources requirdrnieemonitored during the year. In addition, a istal assessment of
available capital and capital requirements suffitit® cover a 1 in 200 year event is undertakerdithahal capital is

sought from the parent company as necessary.

Shareholders’ equity

Held outside long-term funds

Held in long-term funds

Total shareholders’ equity

Adjustments to regulatory basis

Other adjustments to restate these amounts touéategy basis
Total available capital resources on FSA regulabasis

8. Assets held to cover linked liabilities - at currenvalue

Land and buildings

Shares and other variable yield securities
British government securities - fixed income
British government securities - index linked
Debentures and loan stocks

Deposits with credit institutions

Tax payable

Other assets

Assets held to cover linked liabilities - at cost

Included in the carrying values above are amoumtsspect of listed investments as follows:

Shares and other variable yield securities
British government securities - fixed income
British government securities - index linked
Debentures and loan stocks

Linked assets are stated gross of accountingitiakiof £24.0m (2007:

liabilities.
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2008 2007
£m £m

11,509 11,041

9,326 436

20,835 11,477
(128) 8,691
20,707 20,168

2008 2007

£000 £000
465,013 640,077
2988 2,991,636
D 1,044,680

D 369,872
2,458,846 1,996,435
88,041 401,208

- 21

413,301 75,644
6,913,070 7,519,573
8,224,128 7,140,216

2008 2007

£000 £000
2818 2,991,636
D 1,044,680

D 369,872
2,458,846 1,996,435
5,946,715 6,402,623

£33.0m) giving rise to thepdus of assets over



PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (continued)

9. Reserves and policyholder liabilities

Long-term Provision Provision Profit and Capital
business for linked for claims Loss Redemption
provision liabilities outstanding account Reserve
net of
reassurance
£000 £000 £000 £000 £000
Balance at beginning of year 19 7,486,554 366 384, 4,088
Movement in technical - - -
provisions for year 481 (1,042,008)
Movement in profit & loss - - - 9,358 -
account for year
Deposits received from - 1,536,403 - - -
policyholders under
investment contracts
Payments made to policyholders - (1,091,927) - - -
of investment contracts
Net balance at end of year 500 6,889,022 366 Tz, 4,088

Provision for claims outstanding: the company massigated a full review of its defined benefit pamhprocesses and
has set up a reasonable and prudent provisionvier ¢be cost of performing the review and the edstny contingent

loss, if any, arising out of the review’s findingghe expected completion of the review is 2009.

Of the reinsurer’s share of technical provisionsliftked liabilities of £581.8m at 31 December 2q@807: £527.8m),

the entire balance relates to companies outsidleeoPrudential Group and of this 99% (2007: 99%hefbalance was
from reinsurers with S&P’gating of A and above.

The entire reinsurer’s share of technical provisidor long term business of £80.1m at 31 Decemid&822007:
£85.6m) relates to reinsurance agreements withr gthelential Group companies.

Of the balance on the profit and loss account ab8&ember 2008 the amount required not to be tleaderealised
profits in determining the company’s profits avhl&for distribution is £Nil (2007:£Nil).

10. Long term business provision

The long term business provision has been calallayethe company’s directors with advice from tteempany’s
actuarial function holder.

The long term business provision comprises a pi@vifor the value of units allocated to policyhatsleand a provision
for future expenses.

The provision for future expenses is calculatedgisi discounted cashflow method. The level of agpe allowed for
has been updated to allow for inflation, and adjdisthere appropriate in view of experience.

Valuation interest rates have been amended, whe@seary, in line with changes in market yields.

There have been no other significant changes ib#ses or assumptions adopted for the calculafitheclong term
business provision during the year.

The reinsurers’ share of the long term businessigion relates mainly to cessions to Prudential dities Limited, a
fellow subsidiary company.
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (continued)

10. Long term business provision (continued)

The provisions have been calculated on the follgviiases:

Discount Rate
Fund Growth

Expense Inflation
Mortality

Renewal expenses:

GILP (includes reassurance from Investment
Solutions Limited)

SAS

Prulink

Reassurance from PAC
Reassured bulk annuity business
Annuity Mortality:

Reassured bulk annuity business

2008
2.50% for GILP/PIA/Prulink

5.00% gross
N/A for annuities

3.50% gross
AM92/AF92-3

GILP:*  £5,311,375 p.a.
including £1,053 p.a. per
scheme (having allowed for
£730,805 p.a. of additional
administration service
charges)

* includes reassurance from
Investment Solutions Limited

PIA: £69,069 p.a. including
£144 p.a. per scheme

£23.29 p.a. per policy for
premium-paying policies;
£15.94 p.a. per policy for
other policies; £91.42 per
claim

Reassurance from PACL:
£537,709 p.a.

N/A

N/A
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2007
4.00% for GILP/PIA/Prulink

5.25% gross

N/A for annuities
3.75% gross

AM92/AF92-3

GILP:*  £3,904,898 p.a.
including £1,023 p.a. per
scheme (having allowed for
£725,556 p.a. of additional
administration service
charges)

* includes reassurance from
Investment Solutions Limited

PIA: £66,566 p.a. including
£140 p.a. per scheme

£22.98 p.a. per policy for
premium-paying policies;
£15.32 p.a. per policy for
other policies; £89.15 per
claim

Reassurance from PACL:
£540,235 p.a.

N/A

N/A



PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (Continued)
11. Creditors

All creditors are payable within a period of fiveays.

2008 2007

£000 £000

Creditors arising from reinsurance operations 034 12,565
Due to group undertakings 20,947 25,384
Sundry creditors 7,427 3,705
Other creditors in linked funds 24,048 33,019
Other tax payable 2 259
52,764 74,932

Included within amounts owed to group undertakiagg81 December 2008 was an amount of £19m (200@mE2
which represents one contingent loan (includingriedt) repayable to The Prudential Assurance Coynpanited.
The loan and interest on the loan are repayabl@fostirplus emerging on its business and is coatihgn surpluses
arising but can be repaid by the Company at ang.tim

The loan is repayable to the extent of a specifieccentage of surplus of the Company, a repaymbligation
crystallising on the last day of the Company'’s ficial year and being discharged by applicationunfdé on a date
nominated by the Company.

In accordance with the terms, the loan might b@aiceupon prior notice, and the repayment obligatscharged in
whole or part.

12. Other debtors

All debtors are due within one year.

2008 2007

£000 £000

Tax recoverable 1,215 1,531
Amounts owed by policyholders 9,757 -
Amounts owed by group undertakings - 7,228
Other debtors 252 -
11,224 8,759

13. Bank accounts

Under the terms of the Company’s arrangements théhPrudential Group’s main UK banker, the bank daight of
set-off between credit balances (other than thdsermy term business funds) and all overdrawn ka#anof those
Group undertakings with similar arrangements.

14. Charges
In the normal course of business certain reins@rdiabilities were secured by a floating chargejkiag these
liabilities equally with amounts due under unsedudérect (non-reassurance) policies, over the @i insurance

assets of the Company. Amounts secured by charg#sisonature were £1,830.0m, £31.5m, £10.9m an®mp
representing liabilities to four different custormer
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PRUDENTIAL PENSIONS LIMITED

NOTES TO THE ACCOUNTS (continued)

15. Share capital

2008 2007
£000 £000
Authorised
6 million ordinary shares (2007: 6 million) of £aa 6,000 6,000
Authorised
40 million non-cumulative preference shares (20@/million) of £1 each 40,000 40,000
Allotted and fully paid
6 million ordinary shares (2007: 6 million) of £aa 6,000 6,000

16. Related party transactions

The Company has taken advantage of the exemptideryaragraph 3(c) of Financial Reporting Stand@(ERS 8)
from disclosing transactions with other subsidianydertakings of the Prudential Group. There weoeother
transactions with related parties.

17. Ultimate and immediate parent companies

The immediate holding company is The Prudentialufaisce Company Limited. The ultimate parent compiny

Prudential plc which is the only parent company clihprepares group accounts. Copies of these atcoan be
obtained from the Company Secretary, Laurence Reyriill, London EC4R OHH.
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