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PRUDENTIAL PENSIONS LIMITED
Incorporated and registered in England and WdRegistered No. 992726.

DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2010

Principal activity

The principal activity of Prudential Pensions Liedt(the Company) in the course of 2010 was thengritf long-term
insurance business in the United Kingdom. This/égtwill continue in 2011.

Business review

The Company accepts reassurance from The Prudéssalrance Company Limited in respect of corpopaesion
schemes. In addition the Company sells direct imrest only business to group pension schemes. Althe
Company’s products are unit-linked products. Thaifs from the Company’s business accrue soleshtareholders.

The Company does not report against Key Performandieators in its Business Review. This is beeatise
Company is part of the wider Prudential plc Group the Group’s business is managed on a divisibasis by UK
Insurance Operations and M&G. Key Performanceckudirs exist for the management of these divisiohsyhich
this Company'’s business forms a part. The divaidtey Performance Indicators can be found in timaual Report
of Prudential plc.

Market review and strategy

The operations of the Company are managed as panedJK Insurance Operations (UKIO) of the Prudknplc
Group and M&G.

UKIO’s long-term products consist of life insurangension products and pension annuities. The @oasnpemains
focused on maximising value from the opportunitipafed by the fast growing need for retirement gohs.

The M&G side of the business largely invests moey behalf of defined benefit pension schemes. Tég k
determinant of success and retention is deliverygadd investment performance relative to the bermckmThe
company is further exposed to changes in the malda, particularly in relation to its traditiorggfined benefit book,
and actively monitors those changes.

Risks & uncertainties

The Company is a wholly owned subsidiary of Pruidémic and as such forms a part of the overal nenagement
process of the Group. A significant part of the@@r's business involves the managed acceptandskof The Group
has a Risk Governance Framework requiring all lassias and functions within the Group i.e. includheyCompany,
to establish processes for identifying, evaluaing managing key risks. The system of internatrobis an essential
and integral part of the risk management process.part of the annual preparation of its busindas,pall of the
Group’s businesses and functions are requiredrty cat a review of risks including an assessmérhe impact and
likelihood of key risks and effectiveness of thentrols in place to manage them. The assessmeewiswved regularly
throughout the year and all businesses and furstigthin the Group are required to confirm annud#lfigt they have
undertaken risk management. Actual performanceegularly monitored against the business plans.ail2et
procedures are laid down in financial and actugmiatedure manuals. The insurance operationseoGtioup, such as
the Company, also prepare a financial conditiomriep

Further detail about the key risks and uncertanéifecting the Company is provided in the sectifinancial risk
management, market risk, credit risk and liquidisk in note 7and in the financial statements of the immediatepta
company, The Prudential Assurance Company Lim#éed,the ultimate parent company, Prudential plc.

Performance and measurement

The results of the Company for the year as seboyiages 9 and 10 show a profit on ordinary a@&iwibefore tax of
£7,126,000 (2009: Profit £3,147,000)

The shareholders’ funds of the Company total £29&J0 (2009:£23,286,000).



PRUDENTIAL PENSIONS LIMITED

DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2010 (continued)

Corporate responsibility

The Company is a wholly owned subsidiary within tReudential Group and corporate responsibility (GR)a
philosophy that is firmly embedded in Prudentiabperations around the world as an integral parhafv the
organisation does business. The organisation sttiveminimise the social, ethical and environmeigact of its
activities and to maximise the opportunities. Thgpartance of engaging with stakeholders and respgno their
concerns is recognised. To do this the organisatiamtains a regular dialogue and conducts perioeiearch on the
issues that matter most to them.

The approach to CR is underpinned by the organisatifounding values of integrity, security and ¢euce.
Throughout its 160-year history the organisatioa baen committed to helping its customers safegtliaid financial
security and protect their families. This, togethdth the contribution to the well-being of the comnities in which
the organisation operates, is as strong todaytassitlways been.

The Group, of which the Company is a part, has logeel a Group Governance Framework which is undega by a
Group Governance Manual and associated procesB&seficompasses all key policies and proceduresxXample,
the Group Code of Business Conduct.

The CR activities are framed around four core treme

Fair and transparent products meeting customersneed
Best people for the best performing business
Protecting the environment

Supporting local communities

pwpbppR

While the Group sets the overall strategy for G framework gives the Company the flexibility tmplement
programmes that best meets its markets. This résmgthat the people on the ground are closesteio ¢ustomers,
and their communities, and know best how to mesit theeds and expectations.

The Prudential plc Board discusses the Group’s €fopmance at least once a year and also reviedsjpproves the
Group CR Report and strategy on an annual basiswBine Board, the Responsibility Committee comgsisenior
representatives from relevant Group functions aacheof our core businesses. This committee isoresple for
monitoring the Group’s CR activities and for ragissues that need to be addressed.

Post balance sheet events

Finance (no. 2) Act 2010 enacted the reductioromparation tax rate from 28% to 27% with effectrfré\pril 2011. In
addition, the UK Government announced three furdmerual 1% cuts to reduce the rate to 24% from|Rm14.

At Budget 2011 on 23rd March 2011 the UK Governnmamiounced that the corporation tax rate woulceatreduce
to 26% from April 2011 with three further annual T#is to 23% by April 2014.

Other than the enacted change to 27%, the efféthe@nnounced changes are not reflected in tianial statements
for the year ended 31 December 2010 as they hawenhbeen enacted and the impact has not yetdstanated.

Accounts

The state of affairs of the Company at 31 Decer@B&0 is shown in the balance sheet on page 12.piidifié and loss
account appears on pages 9 to 10.

Share Capital

There were no changes in the Company’s share tdpitag 2010.



PRUDENTIAL PENSIONS LIMITED

DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2010 (continued)
Dividend
No dividend is proposed for the year (2009: Nil).

Payment policy

The Company does not have any trade creditorstardfore codes or standards on payment practiceliaobsure of
trade creditor days are not applicable.

Directors

The present directors of the Company are showrage 3.

| A Haasz resigned as director of the Company odatfuary 2010.
There were no other changes during the year.

Financial risk management

The Company’s objectives and policy in relatiortite management of financial risk resulting fromfitgncial assets
and liabilities is to minimise any risk. The Compa exposure to financial risk through its finaalcassets and
liabilities is not considered material to the asssant of the Company’s assets, liabilities, finahpiosition, and the
profit and loss of the Company. The Company’'s eyposto financial risk is limited due to the matdiof
policyholder liabilities to attaching asset valuewements for unit linked business.

Disclosure of information to auditor

The directors who held office at the date of appt@f this directors’ report confirm that, so far they are each aware,
there is no relevant audit information of which thempany’s auditor is unaware; and each directsrtaken all the
steps that he ought to have taken as a directoiate himself aware of any relevant audit informatmd to establish
that the Company’s auditor is aware of that infaiora This confirmation is given and should beefptreted in
accordance with the provisions of Section 418 ef@mpanies Act 2006.

Auditor

In accordance with Section 487(2) of the Compadies2006, KPMG Audit Plc will be deemed to be rgpajmted
auditor of the Company for the current financiaye

Directors’ and Officers’ Protection

Prudential plc has arranged appropriate insuraagerdn respect of legal action against directard senior managers
of companies within the Prudential Group. In additthe Articles of Association of the Companympérthe directors,
officers and employees of the Company to be ind&ethin respect of liabilities incurred as a resfltheir office.

On behalf of the Board of directors.

On behalf of Prudential Group Secretarial Servidested
S D Windridge
Secretary

28th March 2011



PRUDENTIAL PENSIONS LIMITED

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

The directors are responsible for preparing thee@ars’ Report and the financial statements in ataace with
applicable law and regulations.

Company law requires the directors to prepare firmdrstatements for each financial year. Under that they have
elected to prepare the financial statements inrdecme with UK Accounting Standards and applicdale (UK
Generally Accepted Accounting Practice).

Under company law the directors must not approeditrancial statements unless they are satisfigdthiey give a true
and fair view of the state of affairs of the Compamd of the profit or loss of the Company for thatiod. In preparing
these financial statements, the directors are reduo:

» select suitable accounting policies and then agigyn consistently;
* make judgements and estimates that are reasonableradent;

» state whether applicable UK Accounting Standardsehbeen followed, subject to any material depasture
disclosed and explained in the financial statementd

» prepare the financial statements on the going corlzasis

The directors are responsible for keeping adegaet®unting records that are sufficient to show arglain the

Company's transactions and disclose with reasoredgeracy at any time the financial position of @@mpany and

enable them to ensure that the financial statemeoisply with the Companies Act 2006. They have gane
responsibility for taking such steps as are redsgnapen to them to safeguard the assets of thep@oynand to

prevent and detect fraud and other irregularities.

The directors are responsible for the maintenancki@tegrity of the corporate and financial infotioa included on

the Company's website. Legislation in the UK gouggrthe preparation and dissemination of finanstatements may
differ from legislation in other jurisdictions.

D J Belsham
Director

28th March 2011



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

We have audited the financial statements of Pruglelhensions Limited for the year ended 31 Decer2fd40 set out
on pages 9 to 31. The financial reporting framewbek has been applied in their preparation isiegple law and UK
Accounting Standards (UK Generally Accepted AccognPractice).

This report is made solely to the Company's memlassa body, in accordance with Chapter 3 of Parbflthe
Companies Act 2006. Our audit work has been unklemtao that we might state to the Company's menthese
matters we are required to state to them in antengdreport and for no other purpose. To the #tilextent permitted
by law, we do not accept or assume responsibdigrtyone other than the Company and the Compargyisbers, as a
body, for our audit work, for this report, or fdret opinions we have formed.

Respective responsibilities of directors and audits

As explained more fully in the Directors' Respoilgibs Statement set out on page 7, the direcioesresponsible for
the preparation of the financial statements and&ng satisfied that they give a true and fainwi®ur responsibility
is to audit, and express an opinion on, the firgnsiatements in accordance with applicable law latglnational
Standards on Auditing (UK and Ireland).

Those standards require us to comply with the AugliPractices Board's (APB's) Ethical Standards\aditors.
Scope of the audit of the financial statements

A description of the scope of an audit of financistatements is provided on the APB's web-site at
www.frc.org.uk/apb/scope/private.cfm.

Opinion on financial statements

In our opinion the financial statements:

e give atrue and fair view of the state of the Comymaffairs as at 31 December 2010 and of itsitghafthe year
then ended;

. have been properly prepared in accordance with l@Ke@ally Accepted Accounting Practice; and

. have been prepared in accordance with the requirsnoé the Companies Act 2006.

Opinion on other matters prescribed by the Companis Act 2006

In our opinion the information given in the DirexgbReport for the financial year for which thedintial statements are
prepared is consistent with the financial statesient

Matters on which we are required to report by excetion

We have nothing to report in respect of the follogvimatters where the Companies Act 2006 requirds usport to
you if, in our opinion;

e adequate accounting records have not been kepgtunns adequate for our audit have not been redeirom
branches not visited by us; or

« the financial statements are not in agreement thighaccounting records and returns; or

» certain disclosures of directors' remuneration igelcby law are not made; or

» we have not received all the information and exal@mms we require for our audit.

Chris Moulder (Senior Statutory Auditor)

for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants

15 Canada Square

Canary Wharf

London

E14 5GL

28th March 2011



PRUDENTIAL PENSIONS LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2010

Long-term Business Technical Account

Investment income
Unrealised gains on investment
Other technical income

Claims incurred, net of reinsurance
Change in provision for claims
- gross amount
Change in other technical provisions, net of reing@ance
Long term business provision, net of reinsurance

- gross amount
- reinsurers’ share

Change in technical provisions for linked liabégi net of reinsurance

Net Operating Expenses

- Acquisition costs

- Administrative expenses
Investment expenses and charges

Foreign exchange gains / (losses)
Interest payable

Tax attributable to long term business

Balance on the long-term business technical account

All of the amounts above are in respect of contigwperations.

The accounting policies and notes on pages 13 for8ian integral part of these financial stateraent

Notes

w w

10

10

2010 2009
£000 £000
424,062 208,893
453,905 998,432
29,347 25,273
907,314 1,232,598
366 -
527 2,855
(227) (2,855)
300 -
(968,525) (1,168,980)
(968,225) (1,168,980)
(703) (1,040)
(6,937) (7,448)
(12,558) (9,902)
90,402 (39,473)
(361) (442)
(3,089) (2,928)
66,754 (61,233)
6,209 2,385




PRUDENTIAL PENSIONS LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2010
(continued)

Non-Technical Account 2010 2009
Notes £000 £000
Balance on the long-term business technical account 6,209 2,385

Tax attributable to the balance on the long-tersiress

technical account 4 801 671
Balance on the long term business technical acdmefote tax 7,010 3,056
Investment income 3 114 87
Bank interest receivable 3 2 4
Operating profit on ordinary activities before tax 7,126 3,147
Tax on profit on ordinary activities 4 (833) (696)
Profit for the financial year 6,293 2,451

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&ian integral part of these financial stateraent

10



PRUDENTIAL PENSIONS LIMITED

RECONCILIATION OF MOVEMENT IN SHAREHOLDERS’ FUND
FOR THE YEAR ENDED 31 DECEMBER 2010

2010 2009
£000 £000
Shareholders’ fund at the beginning of the year 288 20,835
Profit for the financial year 6,293 2,451
Shareholders’ fund at the end of the year 29,579 23,286

The accounting policies and notes on pages 13 for&ian integral part of these financial stateraent

11



PRUDENTIAL PENSIONS LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2010

ASSETS

Investments
Other financial investments

Assets held to cover linked liabilities
Reinsurers’ share of technical provisions
Long term business provision

Technical provision for linked liabilities

Debtors
Other debtors

Other assets
Cash at bank and in hand

Prepayments and accrued income
Total assets

LIABILITIES

Capital and reserves

Called up share capital

Capital redemption reserve

Profit and loss account

Total shareholders’ funds attributable to equity interests

Technical provisions
Long term business provision
Claims outstanding

Technical provisions for linked liabilities

Provisions for other risks and charges
Deferred taxation

Creditors
Other creditors including taxation and social ségur

Total liabilities

2010 2009
Notes £000 £000
7 57,782 48,324
7,9 9,854,987 8,203,783
10,11 76,985 77,212
10,11 374,391 974,365
13 3,736 9,565
14 13,793 6,421
82 124
11,381,756 9,319,794
16 6,000 6,000
10 4,088 4,088
10 19,491 13,198
29,579 23,286
10, 11 77,185 77,712
10 - 366
10 11,229,378 9,178,148
4 8,641 7,994
12 36,973 32,288
11,381,756 9,319,794

The accounts on pages 9 to 31 were approved Hyotduel of directors on 28th March 2011.

D J Belsham
Director

12



PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS

1. Accounting Policies
(a) Change in accounting policies

There have been no changes to accounting polic&satere required to be applied in preparing thea@any’s results
for the year ended 31 December 2010.

(b) Basis of presentation

The financial statements are prepared in accordaitbePart 15 of the Companies Act 2006 and Sche@ubf The
Large and Medium-sized Companies and Groups (Adscaimd Reports) Regulations 2008. The financetkestents
comply with applicable accounting standards andAB¢ SORP, and have been prepared under the hiatocbst
accounting rules, modified to include the revalmaf investments.

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 kide
Prudential group financial statements which prowdermation on a group basis complying with tréguirement.

Going concern

The directors have a reasonable expectation tea€Ctmpany will be able to continue in operationastence for the
foreseeable future and thus continue to adopt thieggconcern basis of accounting in preparing timarfcial
statements. This conclusion has been based ugofolibwing: the Company is a subsidiary within tReudential
Group and i, its parent company and the ultimateept company are continuing to trade and therenarplans for
liquidation, the Company has a healthy solvencygmamwell in excess of the regulatory capital reseurequirement
(Note 8 on page 27), generates positive cashflowshas very low debt-financing. In addition comesation has also
been given to the Company’s performance, the manketich it operates, its strategy and risks andeutainties, as
set out in the Business Review on pages 4 andeSmdnagement of financial risk as set out in Notaéluding its
exposure to liquidity risk and credit risk.

(c) Long term business

Under FRS 26, the measurement basis of assetganilitieés of long term business contracts is deje 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. Discretiongrgrticipation features represent the contractigitrto 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. Irege 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 partitipn features are accounted for as financialliteds 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 previouslyiepp/K GAAP
primarily in respect of deferred acquisition costieferred income reserves, and provisions for éuterpenses
commonly called “sterling reserves” (see below).

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

within the balance sheet as a movement on the tong2diability and the long-term business techihi@ecount reflects

the fee income, expenses, and taxation on theamntThe 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 presiPensions annuity contracts that vest duriegytrar are
included in claims incurred and premium incomehatdnnuity purchase price.

13



PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

1. Accounting Policies (continued)
(c) Long term business (continued)
Technical account treatment (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. Surrergteraccounted
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 premiumsdcaichs reflected as deposits and withdrawals tatesctly to the
balance sheet as a movement on the investorsitfjabiith 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 gaimespect of long-term business are includecha lbng-term
business technical account. Other investment incameé realised gains and, except in respect of kbkler
investments in subsidiaries, unrealised gainsrarleded in the non-technical account.

Realised gains are determined as the differentveclke@ net proceeds on disposal and the purchase povements 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 investindésposals.

Under FRS26, upon initial recognition financial @¥ments are recognised at fair value. SubsequéimyCompany is
permitted, subject to specific criteria, to designits investments as either financial investmenttir value through
profit and loss, financial investments held on aailable-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 praditd loss — this comprises assets designated by

management as fair value through profit and lossnoaption and derivatives which deemed to be held
for trading. These investments are valued at faluer with all changes thereon being recognisedhén t
profit and loss account.

The Company uses bid prices to value its quotednfiral 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 apprtgprialuation technique such as discounted cash flow

technique.

(i) 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 ubie 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 originfdaive
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®eft In
accordance with SSAP 19, no depreciation is pravida investment properties as the directors condidat to
depreciate them would not give a true and fair view

14



PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

1. Accounting Policies (continued)
(e) Long term business provision

The long term business provision is determined hey Company's directors based on advice from the paogis
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 gehcy basis to comply
with the reporting requirements under the FinanBilvices and Markets Act 2000. The valuatioméntmodified to
remove certain resilience, contingency and othserkes required by the Prudential Sourcebook feurkrs and the
General Prudential Sourcebook issued by the FinhBeirvices Authority.

) Reinsurance

In the normal course of business the Company seekeduce loss exposure by reinsuring certain feweélrisk in
various areas of exposure with other insurance emieg or reinsurers. An asset or liability is iggused in the
balance sheet representing premiums due to or pgagnaie from reinsurers and the share of benefits daims
recoverable from reinsurers. The measurement ioSueance assets is consistent with the measureofettie
underlying direct insurance contracts.

(g)  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.

(h) Tax

Tax is charged on all taxable profits arising ie Htcounting period. Except where otherwise reduirg 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 conggliaith Financial Reporting Standard 19 (FRS 19).

0] Cash flow statement

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

)] Foreign currencies

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

are translated at rates ruling at the transactatrsy] except for accrued revenue items that anslated at year end
exchange rates.

15



PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

2. Segmental analysis
(@  Gross Premiums

Premiums comprise corporate pension business. féanipms in respect of corporate pension businegstment risk
is borne by policyholders and transacted within th€ All direct single and regular premiums are yropension
business. Premiums for 2010 and 2009 are nilldsisiness is investment contracts without disoretiy participation
features and are deposit accounted, as descrilibd accounting policies part (c).

2010 2009
£000 £000
New Business
Single premiums
- direct:
pensions 758,799 699,821
external reinsurance 7,113 33,568
- intragroup reassurance accepted, pensions 938,891 647,247

1,704,803 1,380,636

New business premiums include those contracts dadldfrom premium income in the technical accoumteurFRS26
and the ABI SORP (as amended in December 2006x€Thie investment contracts without discretionaryigipation
features and carry no significant insurance risk.

All new business premiums are in respect of investrtinked contracts.

(b)  Assets attributable to the long term businesaihd

Of the total amount of assets shown on page 12,3Z01097,000 (2009: £9,308,219,000) is attributabl¢he long
term business fund.

16



PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

3. Investment return

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

Profit / (loss) on the realisation of investments

Investment expenses and charges
Investment managers’ expenses

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

Exchange gains / (losses) on investments

Bank interest (payable) /receivable
Intragroup interest (payable)

Total investment return

4. Tax on profit on ordinary activities

(a)  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

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

Current tax
Deferred tax

Total

2010 2009 2010 2009
£000 £000 £000 £000
27,647 28,072 - -
302,137 280,319 - -
18,223 11,438 114 87
76,055 (110,936) - -
424,062 208,893 114 87
(12,558) (9,902) - -
459 (205) - -
453,446 998,637 - -
90,402 39,413) - -
(56) (67) 2 4
(305) (375)
955,450 1,157,508 116 91
Long-term business Non technical account
technical account
2010 2009 2010 2009
£000 £000 £000 £000
(32) (2,691) 32 25
186 63 - -
154 (2,628) 32 25
2,288 2,257 - -
2,442 (371) 32 25
44 (263) - -
603 3,562 - -
3,089 2,928 32 25
154 (2,628)
647 3,299
801 671
833 696

17




PRUDENTIAL PENSIONS LIMITED
NOTES ON THE FINANCIAL STATEMENTS (continued)

4. Tax on profit on ordinary activities (continued)
(b)  Factors affecting tax charge for period

The standard rate of tax has been determined Img ulse UK rate of corporation tax in force for fheriod for which
the profits of the company will be taxed.

From April 2011 the standard corporation tax ratethe UK will change from 28% to 27%. Subsequérdged rate
changes to 24% are also proposed but are not pstaguially enacted. Deferred tax at the end df02Bas been
provided wholly at the rate of 27% on the basig #ibof the temporary differences will reversetlag new rate. The
effect of this change on the deferred tax lialgititat 31 December 2010 in PPL is £320k.

2010 2009
£000 £000
Profit on ordinary activities before tax 7,126 3,147
Profit on ordinary activities multiplied by effecé rate of corporation tar 1,995 881
the UK of 28% (2009: 28%)
Effects of
Permanent differences 3 15
Depreciation lower than capital allowances (4) -
Utilisation of losses on which no Deferred Tax iguised (219) -
Double tax relief claimed (1,072) -
Movement in reserves (703) -
Deferred tax recognised in period - (3,562)
Adjustments to current tax in respect of previoedquls 186 63
Current tax charge for the period 186 (2,603)
(c) Balance sheet
2010 2009
£000 £000
Provision for Deferred Tax
Policy reserves 8,641 7,994
Undiscounted provision for deferred tax liability 8,641 7,994
Deferred tax liability at start of the period ,994 4,695
Deferred tax charged in technical/non-technical
account for the period 647 3,299
Deferred tax liability at the end of period 8,81 7,994

5. Auditors’ remuneration
The remuneration of the auditors in respect ofahdit of the Company's accounts amounted to £54(R009 total

audit fee: £60,000). The remuneration of the auslito respect of other services pursuant to lefiigiaincluding the
audit of the regulatory return amounted to £8,0DQ: £7,500).
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

6. Directors’ emoluments and staff costs

During the year the directors of the Company resetithe following emoluments in respect of work @hé&lf of the

Company:

Aggregate emoluments and benefits

2010
£000

12

2009
£000

11

Retirement benefits are accruing for the directarder the Group’s defined benefit scheme. The Compes no

employees (2009: Nil).
provided to the Company by other group companies.

7. Investments

Included within net opergtiexpenses are amounts paid in return for manageseevices

Current value Cost
2010 2009 2010 2009
£000 £000 £000 £000
Debt securities and other fixed income securities 2,282 11,824 11,633 11,633
Deposits with credit institutions 45,500 36,500 45,500 36,500
57,782 48,324 57,133 48,133

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 either Value through profit and loss or loans and recdasb Financial
liabilities are designated as either fair valuetiyh profit and loss or amortised cost (in bothrgea

2010 Fair value Loans and Total Fair value
through receivables carrying
profit and value
loss
£000 £000 £000 £000
Financial Assets
Deposits with credit institutions - 45,500 45,500 45,500
Debt securities 12,282 - 12,282 12,282
Accrued investment income - 82 82 82
Other debtors - 90 90 a0
Cash at bank and in hand - 13,793 13,793 13,793
Assets held to cover linked liabilities 9,854,987 - 9,854,987 9,854,987
Total 9,867,269 59,465 9,926,734 9,926,734
2010 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 1,013 1,013 1,013
Other creditors - 35,959 35,959 35,959
Investment contracts without discretionary
participating features 11,229,378 - 11,229,378 11,229,378
Total 11,229,378 36,972 11,266,350 11,266,350
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

7. Investments (continued)

(i) Designation and fair values (continued)

2009 Fair value Loans and Total Fair value
through receivables carrying
profit and value
loss
£000 £000 £000 £000
Financial Assets
Deposits with credit institutions - 36,500 36,500 36,500
Debt securities 11,824 - 11,824 11,824
Accrued investment income - 124 124 124
Other debtors - 1,557 1,557 1,557
Cash at bank and in hand - 6,421 6,421 6,421
Assets held to cover linked liabilities 8,203,783 - 8,203,783 8,203,783
Total 8,215,607 44,602 8,260,209 8,260,209
2009 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 4,799 4,799 4,799
Other creditors - 27,487 27,487 27,487
Investment contracts without discretionary
participating features 9,178,148 - 9,178,148 9,178,148
Total 9,178,148 32,286 9,210,434 9,210,434

(ii) Determination of fair value

The fair values of the financial assets and litibgias shown in the table above have been detednain the following
bases.

The fair values of the financial instruments foriefhfair valuation is required under UK GAAP ardeatenined by the
use of current market bid prices for quoted invesits, or by using quotations from independent thadies, such as
brokers and pricing services or by using approerigaluation techniques. Investments valued usinigatian
techniques include financial investments which ltgirt nature do not have an externally quoted pracged on regular
trades and financial investments for which marlaets no longer active as a result of market conustie.g. market
illiquidity. The valuation techniques used includemparison to recent arm’s length transactiongregice to other
instruments that are substantially the same, diteducash flow analysis, option adjusted spreadefsodnd, if
applicable, enterprise valuation. These techniquag include a humber of assumptions relating tdatées such as
credit risk and interest rates. Changes in assomptielating to these variables could positivelynegatively impact
the reported fair value of these instruments. Wihetermining the inputs into the valuation techni&used priority is
given to publicly available prices from independsotrrces, when available but overall, the sourgeriofing is chosen
with the objective of arriving at a fair value mas=ment which reflects the price at which an ogd&dnsaction would
take place between market participants on the meamsnt date.

The fair value estimates are made at a specifistpoitime, based upon available market informaton judgements
about the financial instruments, including estimadé the timing and amount of expected future déshs and the
credit standing of counterparties. Such estimatesal reflect any premium or discount that coulsutefrom offering

for sale at one time the Company’s entire holdiafya particular financial instrument, nor do theynsider the tax
impact of the realisation of unrealised gains @sé&s from selling the financial instrument being ¥alued. In some
cases the fair value estimates cannot be subgethtisy comparison to independent markets, nor bandisclosed
value be realised in immediate settlement of tharfcial instrument.
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
7. Investments (continued)
(ii) Determination of fair value - continued

The loans and receivables have been shown nebuwispyns for impairment. The fair value of loanslieeen estimated
from discounted cash flows expected to be receiVhd.rate of discount used was the market ratetefést.

The estimated fair value of derivative financiadtmuments reflects the estimated amount the Groayddmeceive or
pay in an arm’s length transaction. This amourddatermined using quoted prices if exchange lisjeatations from
independent third-parties or valued internally gsstandard market practices.

The fair value of borrowings is based on quotedketgorices, where available.

The fair value of other financial liabilities is téemined using discounted cash flows of the amoerfected to be
paid.

Level 1, 2 and 3 fair value measurement hierarchyfofinancial instruments
The classification criteria and its applicatiorthe Company can be summarised as follows:

Level 1 — quoted prices (unadjusted) in active mardts for identical assets and liabilities

Level 1 principally includes exchange listed ea@stimutual funds with quoted prices, exchange tradeivatives such
as futures and options, and national governmentd$anless there is evidence that trading in a ginstmument is so
infrequent that the market could not possibly basatered active. It also includes other financiatiuments where
there is clear evidence that the year end valuadibased on a traded price in an active market.

Level 2 — inputs other than quoted prices includedvithin level 1 that are observable either directly(i.e. as prices)
or indirectly (i.e. derived from prices)

Level 2 principally includes corporate bonds angeotnon-national government debt securities whiehvalued using
observable inputs, together with over-the-counterivdtives such as forward exchange contracts andquoted
investment fund valued with observable inputs.l$bancludes investment contract liabilities tha¢ aalued using
observable inputs.

In addition level 2 can include debt securitiest lu@ valued internally using standard market [ast None of the
level 2 debt securities are valued internally ie turrent yearThe Company’s usual policy for valuing such sd®si
is to use matrix pricing, which is based on assestie credit quality of the underlying borrowerderive a suitable
discount rate relative to government securitiesdédrmatrix pricing, the debt securities are pritaking the credit
spreads on comparable quoted public debt secuatidsapplying these to the equivalent debt instnisméactoring a
specified liquidity premium. The significance oftparameters used in this valuation techniqueeadilyy observable
in the market and, therefore, are not subjecttermetation.

Level 3: Significant inputs for the asset or liabity that are not based on observable market data fuobservable
inputs)

Level 3 principally includes investments in privagguity funds, investments in property funds which exposed to
bespoke properties or risks, investments whichraegnally valued or subject to a significant numbg&unobservable
assumptions and certain derivatives which are bBespo long dated. It also includes debt securitibich are rarely
traded or traded only in privately negotiated teantions and hence where it is difficult to asskat these have been
based on observable market data. The inherentenafuhe vast majority of these assets meansithaprmal market
conditions, there is unlikely to be significant oga in the specific underlying assets classifietbasl 3.
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

7. Investments (continued)

(ii) Determination of fair value (continued)

Unit-linked

Equity securities

Debt securities

Other investments (including derivative assets)

31 December 2010

Total financial investments
Percentage of total

Non-linked
Debt securities

Total financial investments

Company total

Equity securities

Debt securities

Other investments (including derivative assets)

Total financial investments

Unit-linked

Equity securities

Debt securities

Other investments (including derivative assets)

Total financial investments
Percentage of total

Non-linked
Debt securities

Total financial investments

Company total

Equity securities

Debt securities

Other investments (including derivative assets)

Total financial investments

Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
3,536,595 - 3,536,595
1,585,810 3,659,537 5,245,347
517 3,333 3,850
5,122,922 3,662,870 8,785,792
58% 42% 100%
12,282 - 12,282
100% - 100%
3,536,595 - 3,536,595
1,598,092 3,659,537 5,257,629
517 3,333 3,850
5,135,204 3,662,870 8,798,074
58% 42% 100%
31 December 2009
Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
3,031,727 - 3,031,727
1,473,793 2,762,942 4,236,735
818, 814 14,625
4,519,331 2,763,756 7,283,087
62% 38% 100%
11,824 - 11,824
100% - 100%
3,031,727 - 3,031,727
1,485,617 2,762,942 4,248,559
818, 814 14,625
4,531,155 2,763,756 7,294,911
62% 38% 100%
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
7. Investments (continued)

Reconciliation of movements in level 3 financial istruments measured at fair value

There were no level 3 financial instruments at 3cé&mber 2010. The following table reconciles thkie of level 3

financial instruments at 1 January 2009 to thasgmeed at 31 December 2009. Total gains and lessesded in the

long-term technical account in the period represealised gains and losses, including interestdividend income,

unrealised gains and losses on financial instrusnelassified at fair value through profit and lassl foreign exchange
movements on overseas investments. All these amauatincluded within “investment income” and “wadiged gains

(losses) in the long-term technical account.

Atl Total gains Purchases  Sales Transfers Transfers At 31 Dec

Jan or (losses) into level out of level 2009
2009 in long- 3 3
term
technical
account
£000 £000 £000 £000 £000 £000 £000
Unit-linked
Debt securities 3,339 (202) - - - (3,137)

Transfers between level 1 and level 2

There have been no transfers between level 1 ametl2eduring the year.
B. Market Risk

The financial assets and liabilities attachingh® €Company’s life assurance business are, to \@dégrees, subject to
market risk that may have a material effect onptfedit or loss and equity.

Market risk is the risk that the fair value or frigwcash flows of a financial instrument or, in dase of liabilities of
insurance contracts, their carrying value will fluete because of changes in market prices.

Market risk comprises four types of risk, namely:
* Interest rate risk: due to changes in market istaiges,
» Liquidity risk: inability to meet payment of obligans in a timely manner at a reasonable cost @rigk of
unexpected increases in the cost of funding thdglior at appropriate maturities or rates
»  Currency risk: due to changes in foreign exchaaggestr and
» Other price risk: due to fluctuations in marketcps (other than those arising from interest ras& dr
currency risk).

Due to the matching of policyholders liabilities attaching asset value movements the unit-linkesiness is not
directly affected by market risk. The principal tiac affecting the results is investment performatto®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 are athlystween those exposed to fair value interestrist, cash-flow
interest rate risk and those with no direct interate risk exposure. Interest rate risk is minirial the shareholder
assets as the deposits are all less than one mahttreas for the unit-linked assets the risk isnboby the
policyholders.
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

7. Investments (continued)
(i) Interest rate risk (continued)

2010

Financial Assets

Deposits with credit institutions
Debt securities

Cash at bank and in hand

2009

Financial Assets

Deposits with credit institutions
Debt securities

Cash at bank and in hand

Effective interest rates

2010

Financial Assets
Deposits with credit institutions
Cash at bank and in hand

2009

Financial Assets
Deposits with credit institutions
Cash at bank and in hand

Liquidity Analysis

(ii) Contractual maturities

Fair value Cash flow Total
interest rate interest rate
risk risk
£000 £000 £000
- 45,500 45,500
12,282 - 12,282
- 13,793 13,793
12,282 59,293 71,575
Fair value Cash flow Total
interest rate interest rate
risk risk
£000 £000 £000
- 36,500 36,500
11,824 - 11,824
- 6,421 6,421
11,824 42,921 54,745

Balance of financial
instruments not at fair
value in profit and loss

£000

45,500
13,793

59,293

Balance of financial
instruments not at fair
value in profit and loss

£000

36,500
6,421

42,921

Range of effective interest rate
applicable as at 31st December
2010
%

0.50 &80%
0.5%

Range of effective interest rate
applicable as at 31st December
2009
%

0.43 ®60%
0.4%

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

basis

The majority of the In Force business consistsamfled investment vehicles used for Pension Schammdsss which
by nature do not have any contractual repricingnaturity dates, as the benefits are the realisatémes of the units
held in the internal linked funds and may be sutezad at any time.
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

7. Investments (continued)
Liquidity Analysis (continued)

(i) Sensitivity to interest rate movement

The estimated sensitivity of the Company to a mayeinin interest rates (including assumed investmetnrns for all
asset classes, market values of debt securitiealbrisk discount rates) of 1% and 2% is as fodow

Carrying value of debt securities

Interest on deposits with credit institutions
Related tax effects

Net sensitivity of profit after tax and
shareholders’ funds

Carrying value of debt securities
Interest on deposits with credit institutions
Related tax effects

Net sensitivity of profit after tax and
shareholders’ funds

C. Credit Risk

(i) Currency risk and geographical concentration

31 December 2010

Fall of 1% Fall of 2% Rise of 1% Rise of 2%
£000 £000 £000 £000
1,295 3,167 (3)29 (3,167)
(251) (251) 476 953
(292) (816) 229 620
752 2,100 (590) (1,594)
31 December 2009
Fall of 1% Fall of 2% Rise of 1% Rise of 2%
£000 £000 £000 £000
1,311 2,622 (1)31 (2,622)
(206) (206) 429 858
(309) (676) 247 494
796 1,740 (635) (1,270)

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

Kingdom.

(ii) Concentration of credit risk

The following table summarises by rating the se¢mgiheld by the Company as at 31 December 2012609

AAA
AA
AA-
A+
A

A-

Unit-linked
Total assets bearing credit risk

2010 2009
£000 £000
12,282 11,824
10,000
5,000 -
13,000 -
17,500 8,000
- 28,500
57,782 48,324
9,854,987 8,203,783
9,912,769 8,252,107

Due to the matching of policyholders liabilitiesatiaching asset value movements there is mininedlitcrisk for the
Company on the Unit linked contracts as the risksmrne by the policyholders.

Securities lending and reverse repurchase agreement

At 31 December 2010, the Company had entered ieterse repurchase transactions under which it psech
securities and had taken on the obligation to kéiselsecurities for the purchase price, £240m 92@51m), together

with accrued interest.
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

7. Investments (continued)
D. Risk management

The Company’s business involves the acceptance naadagement 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 marksk, credit risk and liquidity risk on the finaatinstruments of the
Company.

The Company’s investment guidelines allow the ukderivatives 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 valueliied in the profit and loss account. The Compaogs not apply
hedge accounting to its derivatives.

For unit linked insurance and investment contratis liability to policyholders is determined bethalue 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 areelay the policyholders.

@ Market risk

Market risk is the risk that future changes in neangbrices may make a financial instrument lessafdli 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 thinahe structure of the Company’s products.

(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 movements Ui 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 incraasthe cost of funding the portfolio at appropeiamaturities or rates.
Liquidity management in the Company seeks to enthiae even under adverse conditions, the Compasyahcess to
the funds necessary to cover surrenders, withdsaavad 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 torded#tlement to policyholders in certain circumsesby between
one and six months, depending on the fund.
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

8. Capital requirements and management

The available capital of £20.0m (2009: £19.9m)aet8 the excess of regulatory basis assets owmlities of the
Company before deduction of the regulatory cap#aburces requirement of £12.0m (2009: £11.9m)s €kcess of
available capital over capital resources requirdmmemonitored during the year. In addition, a ist& 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.

2010 2009

£000 £000
Shareholders’ equity
Held outside long-term funds 11,659 11,575
Held in long-term funds 17,920 11,711
Total shareholders’ equity 29,579 23,286
Adjustments to regulatory basis
Other adjustments to restate these amounts toudategy basis (9,587) (3,425)
Total available capital resources on FSA regulabasis 19,992 19,861
9. Assets held to cover linked liabilities - at currehvalue

2010 2009

£000 £000
Freehold land and buildings 461,142 348,088
Leasehold land and buildings 88,800 95,716
Shares and other variable yield securities 35EH 3,031,727
British government securities - fixed income o62 653,207
British government securities - index linked 65120] 520,576
Debentures and loan stocks 3,462,471 2,838,173
Provincial & municipal stocks 494,334 224,779
Deposits with credit institutions 180,142 67,704
Other assets 342,961 423,813

9,854,987 8,203,783

Assets held to cover linked liabilities - at cost 9,087,723 7,928,767

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

2010 2009

£000 £000

Shares and other variable yield securities 3EEH 3,031,727
British government securities - fixed income o62 653,207
British government securities - index linked 65120] 520,576
Debentures and loan stocks 3,462,471 2,838,173
Provincial & municipal stocks 494,334 224,779
8,781,942 7,268,462
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

10. 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 1 January 2010 500 8,203,783 366 983,1 4,088
Movement in technical - - -
provisions for year (300) 968,525
Movement in profit & loss - - (366) 6,293 -
account for year
Deposits received from - 1,356,309 - - -
policyholders under
investment contracts
Payments made to policyholders - (673,630) - - -
of investment contracts
Balance at 31 December 2010 200 9,854,987 - 29,4 4,088

Provision for claims outstanding: the company tasmleted its review of its defined benefit paymgrtitcesses.

Of the reinsurer’'s share of technical provisions liaked liabilities of £1,374.4m at 31 December1Q0(2009:
£974.4m), the entire balance relates to companitsde of the Prudential Group and of this 97% @@B%) of the
balance was from reinsurers with S&Paging of A and above.

The entire reinsurer’s share of technical provisidor long term business of £77.0m at 31 Decemi®4:022009:
£77.2m) relates to reinsurance agreements withr thalential Group companies.

Of the balance on the profit and loss account ab8&ember 2010 the amount required not to be tleaderealised
profits in determining the company’s profits avhl&for distribution is £Nil (2009:£Nil).
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

11. Long term business provision

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

The long term business provision comprises a pimvifor annuity business and an additional provisior
compensation payments.

For annuity business, the provisions are the ptasduoe of the annuity payments and expenses. c@loeilation of the
provisions requires a number of actuarial assumptiegarding future experience to be made. Thengsttons are set
by the Directors having regard to actuarial advécel based on analysis of relevant past and cudatst and
information on anticipated future trends.

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

There have been no other significant changes ibéses or assumptions adopted for the calculafitheolong 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.

The provisions have been calculated on the follgviiases:

Discount Rate
Fund Growth
Expense Inflation

Renewal expenses:
Reassured annuity business
Annuity mortality

2010

4.897% for annuities
N/A for annuities
4.25% gross

£21.24 p.a per policy

Male: 98% PCMAQO with
future improvements in line
with Prudential’s own
calibration of the CMI 2009
mortality model, with a long
term improvement rate of
2.25% p.a.

Female: 88% PCFAQ00 with
future improvements in line
with Prudential’'s own
calibration of the CMI 2009
mortality model, with a long
term improvement rate of
1.25% p.a.

29

2009

5.414% forutes
N/A for annuities
4.25% gross

£21.54 p.a per policy

Male: 102% PNMAOQO
(C=2000) with medium cohort
improvement table with a
minimum annual
improvement of 2.25% up to
age 90, tapering to zero at age
120)

Female: 88% PNFAO00
(C=2000) with medium cohort
improvement table with a
minimum annual
improvement of 1.25% up to
age 90, tapering to zero at age
120)



PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (Continued)
12. Creditors

All creditors are payable within a period of fiveays.

2010 2009

£000 £000

Creditors arising from reinsurance operations 013, 4,799

Due to group undertakings 20,772 21,201

Sundry creditors 15,187 6,286
Other tax payable 1 2

36,973 32,288

Included within amounts owed to group undertakiag81 December 2010 was an amount of £18.4m (20081m),
which represents a contingent loan (including ederat 3 month LIBOR plus 1% cumulative) repayatoleThe
Prudential Assurance Company Limited. The loaniatetest on the loan are repayable out of surgtasrging on its
business and is contingent on surpluses arisingcantbe repaid by the Company at any time. The irefea is
intercompany balances which are cleared regulaidyret interest bearing.

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 obligatischarged in
whole or part.

Sundry creditors are payable on demand and areteogst bearing.
13. Other debtors

All debtors are due within one year.

2010 2009

£000 £000

Tax recoverable 3,193 4,051
Amounts owed by policyholders 453 3,957
Other debtors 90 1,557
3,736 9,565

14. Bank accounts

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

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

assets of the Company. Amounts secured by chafyéisisonature were £3,293.0m, £65.9m, £29.2m an@®rf2
representing liabilities to four different custormer
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PRUDENTIAL PENSIONS LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

16. Share capital

2010 2009
£000 £000
Allotted and fully paid
6 million ordinary shares (2009: 6 million) of £aa 6,000 6,000

17. Related party transactions

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

18. Ultimate and immediate parent companies

The immediate parent company is The Prudential vasme Company Limited. The ultimate parent company

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